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TO:  Legal Counsel 

   

  News Media 

 

   Salinas Californian 

   El Sol 

   Monterey County Herald 

   Monterey County Weekly 

   KION-TV 

   KSBW-TV/ABC Central Coast 

   KSMS/Entravision-TV 

    

The next regular meeting of the FINANCE COMMITTEE – COMMITTEE OF THE 
WHOLE of the Salinas Valley Memorial Healthcare System will be held MONDAY, 
JANUARY 25, 2021, AT 12:00 P.M., IN THE CISLINI PLAZA BOARD ROOM IN 
SALINAS VALLEY MEMORIAL HOSPITAL, 450 E. ROMIE LANE, SALINAS, 
CALIFORNIA, OR BY PHONE OR VIDEO (Visit svmh.com/virtualboardmeeting 
for Access Information).  
 

Please note:  Pursuant to Executive Order N-25-20 issued by the Governor of the State of 

California in response to concerns regarding COVID-19, Board Members of Salinas Valley 

Memorial Healthcare System, a local health care district, are permitted to participate in this 

duly noticed public meeting via teleconference and certain requirements of The Brown Act 

are suspended. 

     

 
Pete Delgado  

President/Chief Executive Officer 
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Committee Members:  Richard Turner – Chair; Juan Cabrera – Vice Chair; Pete Delgado – 
President/Chief Executive Officer; Augustine Lopez – Chief Financial Officer; Clement Miller –  
Chief Operating Officer; Harry Wardwell – Community Member; Michael Wilson – Community 
Member; and Orlando Rodriguez, M.D. – Medical Staff Member 

 
FINANCE COMMITTEE MEETING – JANUARY 2021  

COMMITTEE OF THE WHOLE 
SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM 

 
MONDAY, JANUARY 25, 2021 

12:00 P.M. – CISLINI PLAZA BOARD ROOM 
SALINAS VALLEY MEMORIAL HOSPITAL 

450 E. ROMIE LANE, SALINAS, CALIFORNIA 
OR BY PHONE OR VIDEO 

(Visit svmh.com/virtualboardmeeting for Access Information) 
 
Please note:  Pursuant to Executive Order N-25-20 issued by the Governor of the State of California in 
response to concerns regarding COVID-19, Board Members of Salinas Valley Memorial Healthcare System, 
a local health care district, are permitted to participate in this duly noticed public meeting via teleconference 
and certain requirements of The Brown Act are suspended. 

 
AGENDA 

 
1. Approval of Minutes from the Finance Committee Meeting of December 14, 2020 (DELGADO) 

 Motion/Second 
 Action by Committee/Roll Call Vote 

 
2. Consider Recommendation for Board Approval of Change Order in Disaster Recovery Services 

from CloudWave as Sole Source Justification and Contract Award (LOPEZ/PARKS) 
 Staff Report 

 Committee Questions to Staff 

 Motion/Second 

 Public Comment 

 Committee Discussion/Deliberation 

 Action by Committee/Roll Call Vote 
 

3. Informational Update Regarding Contract for Construction Management Services with Kitchell 

CEM Incorporated for the SVMHS Parking Garage Annex Design-Build Project and Make Ready 

Work Project (DELGADO/SULLIVAN) 
 

4. Review Balanced Scorecard – November 2020 (LOPEZ)   

 
5. Financial and Statistical Review (LOPEZ) 

 
6. Public Input 

This opportunity is provided for members of the public to make a brief statement, not to exceed 
three (3) minutes, on issues or concerns within the jurisdiction of this District Board which are 
not otherwise covered under an item on this agenda.  

 
7. Closed Session 

 (See Attached Closed Session Sheet information) 
 

8. Reconvene Open Session/Report on Closed Session 
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9. Consider Recommendation for Board Approval of Project Budget and Lease Agreements for 
Development of 212 San Jose Street Suites 100 and 201 (RADNER/HOFFMAN) 

 Staff Report 

 Committee Questions to Staff 

 Motion/Second 

 Public Comment 

 Committee Discussion/Deliberation 

 Action by Committee/Roll Call Vote 
 

10. Consider Recommendation for Board Approval of Agreements Necessary for the Transition of 
Salinas Family Practice Medical Clinic, Inc. to Salinas Valley Medical Clinic 
(RADNER/HOFFMAN) 

 Staff Report 
 Committee Questions to Staff 
 Motion/Second 
 Public Comment 
 Committee Discussion/Deliberation 
 Action by Committee/Roll Call Vote 

 
11. Consider Recommendation for Board Approval of Epic Community Connect Project and Program 

Budget (RADNER/HOFFMAN) 
 Staff Report 

 Committee Questions to Staff 

 Motion/Second 

 Public Comment 

 Committee Discussion/Deliberation 

 Action by Committee/Roll Call Vote 
 
12. Adjournment – The February 2021 Finance Committee Meeting is scheduled for Monday, 

February 22, 2021, at 12:00 p.m. 
 
 
 
 
 
 
 
 
 
 
 
 
Notes: This Committee meeting may be attended by Board Members who do not sit on this Committee.  In 
the event that a quorum of the entire Board is present, this Committee shall act as a Committee of the 
Whole.  In either case, any item acted upon by the Committee or the Committee of the Whole will require 
consideration and action by the full Board of Directors as a prerequisite to its legal enactment.  
 
Requests for a disability related modification or accommodation, including auxiliary aids or services, in 
order to attend or participate in a meeting should be made to the Executive Assistant during regular 
business hours at 831-755-0741. Notification received 48 hours before the meeting will enable the District 
to make reasonable accommodations.   
 
The Committee packet is available at the Committee Meeting, at www.svmh.com, and in the Human 
Resources Department of the District.  All items appearing on the agenda are subject to action by the 
Committee.  
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FINANCE COMMITTEE MEETING OF THE 
BOARD OF DIRECTORS – COMMITTEE OF THE WHOLE 

AGENDA FOR CLOSED SESSION 
 
Pursuant to California Government Code Section 54954.2 and 54954.5, the board agenda may describe 
closed session agenda items as provided below.  No legislative body or elected official shall be in 
violation of Section 54954.2 or 54956 if the closed session items are described in substantial compliance 
with Section 54954.5 of the Government Code. 
 

CLOSED SESSION AGENDA ITEMS 
 
[   ] LICENSE/PERMIT DETERMINATION 

(Government Code §54956.7) 
 
Applicant(s): (Specify number of applicants)        
 
 
[   ] CONFERENCE WITH REAL PROPERTY NEGOTIATORS 

(Government Code §54956.8) 
 
Property: (Specify street address, or if no street address, the parcel number or other unique reference, 
of the real property under negotiation):          
              
Agency negotiator: (Specify names of negotiators attending the closed session):    
              
Negotiating parties: (Specify name of party (not agent):       
Under negotiation: (Specify whether instruction to negotiator will concern price, terms of payment, or 
both):              
 
 
[   ] CONFERENCE WITH LEGAL COUNSEL-EXISTING LITIGATION 

(Government Code §54956.9(d)(1)) 
 
Name of case: (Specify by reference to claimant's name, names of parties, case or claim numbers): 
                   , or 
 
Case name unspecified: (Specify whether disclosure would jeopardize service of process or existing 
settlement negotiations):          
              
 
 
[   ] CONFERENCE WITH LEGAL COUNSEL-ANTICIPATED LITIGATION 

(Government Code §54956.9) 
 
Significant exposure to litigation pursuant to Section 54956.9(d)(2) or (3) (Number of potential cases):   
                                                                                        
                               
Additional information required pursuant to Section 54956.9(e):      
              
 
Initiation of litigation pursuant to Section 54956.9(d)(4) (Number of potential cases):                
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[   ] LIABILITY CLAIMS 
(Government Code §54956.95) 

 

Claimant: (Specify name unless unspecified pursuant to Section 54961):    

              

  

Agency claimed against: (Specify name):         

 

 

[   ] THREAT TO PUBLIC SERVICES OR FACILITIES 
(Government Code §54957) 

 

Consultation with: (Specify name of law enforcement agency and title of officer):   

 

 

[   ] PUBLIC EMPLOYEE APPOINTMENT 
(Government Code §54957) 

 

Title: (Specify description of position to be filled):        

 

 

[   ] PUBLIC EMPLOYMENT 
(Government Code §54957) 

 

Title: (Specify description of position to be filled):        

 

 

[   ] PUBLIC EMPLOYEE PERFORMANCE EVALUATION 
(Government Code §54957) 

 

Title: (Specify position title of employee being reviewed):        

 

 

[   ] PUBLIC EMPLOYEE DISCIPLINE/DISMISSAL/RELEASE 
(Government Code §54957) 

 

(No additional information is required in connection with a closed session to consider discipline, 

dismissal, or release of a public employee. Discipline includes potential reduction of 

compensation.) 

 

 

[   ] CONFERENCE WITH LABOR NEGOTIATOR 
(Government Code §54957.6) 

 

Agency designated representative: (Specify name of designated representatives attending the closed 

session):             

 

Employee organization: (Specify name of organization representing employee or employees in 

question):             , or 
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Unrepresented employee: (Specify position title of unrepresented employee who is the subject of the 

negotiations):             

 

 

[   ] CASE REVIEW/PLANNING 
(Government Code §54957.8) 

 

(No additional information is required to consider case review or planning.) 

 

 

[ X ] REPORT INVOLVING TRADE SECRET 
(Government Code §37606 & Health and Safety Code § 32106) 

 

Discussion will concern: (Specify whether discussion will concern proposed new service, program, or 

facility):   Strategic planning/proposed new services and programs                                                                                       

 

Estimated date of public disclosure: (Specify month and year): unknown    

 

 

[   ] HEARINGS/REPORTS 
(Government Code §37624.3 & Health and Safety Code §§1461, 32155) 

 

Subject matter: (Specify whether testimony/deliberation will concern staff privileges, report of 

medical audit committee, or report of quality assurance committee): 

 

  

[   ] CHARGE OR COMPLAINT INVOLVING INFORMATION PROTECTED 

BY FEDERAL LAW  (Government Code §54956.86) 

 

(No additional information is required to discuss a charge or complaint pursuant to Section 54956.86.) 

 

 

 

 

 

 

 

 

 

ADJOURN TO OPEN SESSION 
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MINUTES OF THE DECEMBER 2020 FINANCE COMMITTEE MEETING 

COMMITTEE OF THE WHOLE 

SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM 

 

MONDAY, DECEMBER 14, 2020 

12:00 P.M. – DOWNING RESOURCE CENTER, ROOMS A, B & C  

SALINAS VALLEY MEMORIAL HOSPITAL 

450 E. ROMIE LANE, SALINAS, CALIFORNIA  

OR BY PHONE OR VIDEO   

(Visit svmh.com/virtualboardmeeting for Access Information) 

 
Pursuant to Executive Order N-25-20 issued by the Governor of the State of California in response to 

concerns regarding COVID-19, Board Members of Salinas Valley Memorial Healthcare System, a 

local health care district, are permitted to participate in this duly noticed public meeting via 

teleconference and certain requirements of The Brown Act are suspended. 

 

Committee Members Present:  Richard Turner, Chair; Juan Cabrera, Vice Chair; Augustine 

Lopez, Michael Wilson, Harry Wardwell, by teleconference; Pete Delgado, Clement Miller, and 

Orlando Rodriguez, MD, in person.  

 

Other Board Members Present, Constituting Committee of the Whole:  Regina M. Gage, Joel 

Hernandez Laguna, and Victor Rey, Jr., by teleconference, constituting Committee of the Whole.  

 

Also Present:  Allen Radner, MD, Adrienne Laurent, Clint Hoffman, Judi Melton, Scott 

Cleveland, Ellen Gallagher Parsons, Karen Schroeder, Derek Ames, Chris Cunningham, Alan 

Edwards in person; Audrey Parks, Rolf Norman, and Renee Jaenicke by teleconference.  

 

A quorum was present and the meeting was called to order at 12:06 p.m. by Richard Turner, 

Committee Chair.  

 

 

APPROVAL OF MINUTES FROM THE FINANCE COMMITTEE MEETING OF  

NOVEMBER 16, 2020 

 

Pete Delgado, President/Chief Executive Officer, recommended the Finance Committee approve 

the minutes of the Finance Committee Meeting of November 16, 2020. This information was 

included in the Committee packet.   

 

No Public Comment. 

   

MOTION:  The Finance Committee approves the minutes of the Finance Committee Meeting 

of November 16, 2020, as presented.  Moved/Seconded/Roll Call Vote:  Ayes: Turner, 

Delgado, Lopez, Miller, Wardwell, Wilson, Rodriguez; Noes: None;  Abstentions: None;  

Absent: Cabrera;  Motion Carried.  

 

Juan Cabrera joined the meeting at 12:10 a.m.  
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CONSIDER RECOMMENDATION FOR BOARD APPROVAL OF RENEWAL OF 

DISASTER RECOVERY SERVICES FROM CLOUDWAVE AS SOLE SOURCE 

JUSTIFICATION AND CONTRACT AWARD  
 

Audrey Parks, Chief Information Officer, reported on the recommendation for Board approval of 

the renewal of disaster recovery services from CloudWave as sole source justification and 

contract award.  This information was included in the Committee packet. 

 

Executive Leadership is seeking to renew the current disaster recovery services from CloudWave 

in the amount of $720,898.00.  This solution addresses disaster recovery services for electronic 

medical records as required by CMS, HIPAA and The Joint Commission accreditation.   

 

No Public Comment. 

 

MOTION: The Finance Committee recommends that the Board of Directors approve the 

renewal agreement for disaster recovery services from CloudWave as sole source 

justification and contract award in the amount of $720,898.00, as presented.  

Moved/Seconded/Roll Call Vote:  Ayes: Turner, Cabrera, Delgado, Lopez, Miller, 

Wardwell, Wilson, Rodriguez; Noes: None;  Abstentions: None;  Absent: None;  Motion 

Carried.  

 

 

CONSIDER RECOMMENDATION FOR BOARD APPROVAL FOR THE PURCHASE 

OF PHILIPS REDI-KIT TO EXPAND BEDSIDE MONITORING BY 20 BEDS FOR 

COVID POPULATION  
 

Clement Miller, Chief Operating Officer/Chief Interim Nursing Officer, reported on the 

recommendation for Board approval of the purchase of Philips Redi-Kit to expand bedside 

monitoring by 20 beds for the COVID population.  This information was included in the 

Committee packet.  

 

The purchase of the Philips Redi-Kit will provide the Hospital with a plug and play solution, 

allowing it to expand capacity to meet the current surge in COVID-19 patients and continued 

volume of non-COVID-19 patients with medical needs. The cost of the Redi-Kit is $490,803.00, 

subject to final negotiation.  

 

No Public Comment. 

 

There was discussion among the Committee regarding the system; timeline for shipment and 

installation; current capacity; and COVID-19 patient care status.  The Philips Redi-kit, a 

prepackaged system that comes with 20 beds, is expected to be installed in approximately 10 

days.  

 

MOTION:  The Finance Committee recommends that the Board of Directors approve the 

purchase of the Philips Redi-Kit to expand bedside monitoring by 20 beds for the COVID 

population at a cost of $490,803.00, subject to final negotiation, as presented. Moved/ 

Seconded/Roll Call Vote:  Ayes: Turner, Cabrera, Delgado, Lopez, Miller, Wardwell, 

Wilson, Rodriguez; Noes: None;  Abstentions: None;  Absent: None;  Motion Carried.  
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REVIEW BALANCED SCORECARD – OCTOBER 2020 

 

Augustine Lopez, Chief Financial Officer, reviewed the Balanced Scorecard Summary for fiscal 

year 2021, year-to-date October 2020, which provided an overview of the metrics and 

performance of the SVMHS organizational goals for Service, People, Quality, Finance, Growth, 

and Community.  This information was included in the Committee packet.    

 

 

FINANCIAL AND STATISTICAL REVIEW 

 

Augustine Lopez, Chief Financial Officer, provided a financial and statistical performance 

review for the month ending November 30, 2020.  This information was included in the 

Committee packet.  

 

Key highlights of the consolidated financial summary for November were: (1) income from 

operations was $3.3 million with an operating margin of 6.0%, (2) inpatient and outpatient 

volumes were higher than expected; (3) gross revenues were favorable to budget; (4) payor mix 

was favorable to budget; (5) total net patient revenues were favorable to budget; (6) average 

daily census and ER admissions were above budget; (7) Medicare average length of stay case 

mix adjusted was on budget with a case mix index of 1.9; (8) total acute average length of stay 

was unfavorable to budget; (9) outpatient infusion service line volume declined; (10) labor 

productivity was unfavorable to budget; (11) days cash on hand was at 337; and (12) total capital 

expenditures were $1,731,024.     

 

 

PUBLIC INPUT 
 

None. 

 

 

CLOSED SESSION 
 

Richard Turner, Committee Chair, announced that the items to be discussed in Closed Session 

are Conference with Real Property Negotiators – one property; and Report Involving Trade 

Secret – strategic planning/proposed new programs and services.  The meeting was recessed into 

Closed Session under the Closed Session protocol at 12:37 p.m. 

 

 

RECONVENE OPEN SESSION/REPORT ON CLOSED SESSION 

 

The Committee reconvened Open Session at 1:13 p.m. Mr. Turner reported that in Closed 

Session, the Committee discussed Conference with Real Property Negotiators – one property; 

and Report Involving Trade Secret – strategic planning/proposed new programs and services.  

No action was taken in the Closed Session.  
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CONSIDER RECOMMENDATION FOR BOARD APPROVAL OF AMENDMENT 

NUMBER 2 TO OFFICE LEASE AGREEMENT WITH LOS PALOS PARTNERS FOR 

505 EAST ROMIE LANE SUITES A, F & G, SALINAS, CALIFORNIA  
 

Pete Delgado, President/Chief Executive Officer, recommended that the Finance Committee 

recommend Board approval of Amendment Number 2 to Office Lease Agreement with Los 

Palos Partners for 505 East Romie Lane, Suites A, F & G, in Salinas, California.  This 

information was included in the Committee packet. 

 

No Public Comment. 

 

MOTION:  The Finance Committee recommends that the Board of Directors approve 

Amendment Number 2 to Office Lease Agreement with Los Palos Partners, LLC for 505 

East Romie Lane, Suites, A, F & G, Salinas, California, as presented.   Moved/Seconded/ 

Roll Call Vote:  Ayes: Turner, Cabrera, Delgado, Lopez, Miller, Wardwell, Wilson, 

Rodriguez; Noes: None;  Abstentions: None;  Absent: None;  Motion Carried. 

 

 

ADJOURNMENT 

 

There being no other business, the meeting was adjourned at 1:18 p.m.  The January 2021 Finance 

Committee Meeting is scheduled for Monday, January 25, 2021, at 12:00 p.m.  

 

 

Richard Turner  

Chair, Finance Committee 

 

/ks

Page 10 of 189



RECOMMENDATIONS OF THE DECEMBER 2020  
FINANCE COMMITTEE MEETING 

COMMITTEE OF THE WHOLE 
SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM 

 
December Committee Meeting 
Meeting of December 14, 2020 

To the Board of Directors 
 
 

1. RECOMMEND BOARD APPROVAL OF RENEWAL OF DISASTER RECOVERY 
SERVICES FROM CLOUDWAVE AS SOLE SOURCE JUSTIFICATION AND 
CONTRACT AWARD 
 
RECOMMENDATION:  Recommends that the Board of Directors approve the renewal agreement 
for disaster recovery services from CloudWave as sole source justification and contract award in 
the amount of $720,898.00, as presented.   

 
2. RECOMMEND BOARD APPROVAL FOR THE PURCHASE OF PHILIPS REDI-KIT TO 

EXPAND BEDSIDE MONITORING BY 20 BEDS FOR COVID POPULATION 
 

RECOMMENDATION:  Recommends that the Board of Directors approve the purchase of the 
Philips Redi-Kit to expand bedside monitoring by 20 beds for the COVID population at a cost of 

$490,803.00, subject to final negotiation, as presented. 

 
3. RECOMMEND BOARD APPROVAL OF AMENDMENT NUMBER 2 TO OFFICE 

LEASE AGREEMENT WITH LOS PALOS PARTNERS FOR 505 EAST ROMIE LANE 
SUITES A, F & G, SALINAS, CALIFORNIA 

 
RECOMMENDATION:  Recommends that the Board of Directors approve Amendment Number 2 
to Office Lease Agreement with Los Palos Partners, LLC for 505 East Romie Lane, Suites, A, F & 
G, Salinas, California, as presented.   
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Board Paper:  Finance Committee 

 
Request: Consider Recommendation for Board Approval of Change Order in our 

Disaster Recovery Services from CloudWave as Sole Source Justification 
and Contract Award  

Executive Sponsor: Augustine Lopez, Chief Financial Officer 
 Audrey Parks, Chief Information Officer  
Date: January 19, 2021 
 
Executive Summary 
We are seeking to modify our current disaster recovery services from CloudWave.  Changes needed 
to accommodate changes to our Meditech and API (human resources, time and attendance, payroll) 
computing environments which are part of our disaster recovery program.   
 
Background/Situation/Rationale 
This request is being submitted to the Board of Directors since it exceeds the original request by 
more than 10%.  Thereby requiring review by the Board of Directors.   
 
The original master agreement was signed in 2013 in response to the government incentive 
program, Promoting Interoperability, formerly Meaningful Use.  Our current disaster recovery 
solution encompasses disaster recovery for Meditech, Exchange (email) and API (payroll).  We also 
have off-site storage for our archived PACS (picture and communications system) images at our 
CloudWave disaster recovery site.   
 
Meeting our Mission, Vision, Goals 
Strategic Plan Alignment:  
It is the mission of Salinas Valley Memorial Healthcare System (SVMHS) to provide quality 
healthcare to our patients and to improve the health and well-being of our community.  Ensuring 
disaster recovery solutions for our key healthcare information systems is in line with our 
responsibility to ensure continuity and access to our electronic medical record in the event of a 
disaster. 
 
Pillar/Goal Alignment:  

 Service       People        Quality        Finance        Growth       Community 
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Financial/Quality/Safety/Regulatory Implications: 
 

Key Contract Terms Vendor:  CloudWave (dba Park Place International) 

1. Proposed effective date January 1, 2021 – January 31, 2026 (61 months) 

2. Term of agreement January 1, 2021 – January 31, 2026 

3. Renewal terms One-year at a time 

4. Termination provision(s) May terminate with 180 days’ notice.  Change orders allowed to 
effectively reduce need for disaster recovery services.  

5. Payment Terms Net 45 

6. Annual cost(s) Additional $1,654/month 

7. Cost over life of 
agreement 

Additional $100,894; this is subject to change up or down depending 
on the computing environment and data storage utilization of our 
information systems in the disaster recovery program (Meditech, 
email, API (time and attendance, human resources)). 
 
The actual cost will vary over the five year term as we make add and 
remove equipment (servers, storage) to which we subscribe. 

8. Budgeted (indicate y/n) Yes. 

9. Contract 1001.1644 
 
Recommendation 
Consider Recommendation for Board approval of change order in our disaster recovery services 
from CloudWave as sole source justification and contract award for $100,894 over the life of the 61 
months. 

Attachments 
• Sole Source Justification 
• Change Order #45, dated January 4, 2021 
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Cloud-Based Infrastructure Services for MEDITECH & PACS 

Prepared for Salinas Valley Memorial Healthcare System 
Prepared by CloudWave  

Change Order #R45 (01/04/21) 

Customer: Salinas Valley Memorial Healthcare System  Date: 01/04/21 
Requestor: Audrey Parks 
Summary: Contract True-up 
Modified Components: 

See attached Server List 

In addition to the server changes, 500 VDI View Desktops will be added to the contract 

Total Change in Monthly Recurring Charge (MRC):  $1,654/monthly 

Authorization: 

I authorize the requested changes for the OpSus environment and understand monthly billing rates will be 
adjusted according to The Proposal and Service Agreement. By signing below, I certify that I am a legal 
fiduciary officer of Salinas Valley Memorial Healthcare System, duly authorized to legally obligate the 
organization. A purchase order for the additional services from the effective date is attached to this signed 
order. The next MRC will include pro- ntal 
addition to the MRC for both being billed. I understand that subsequent MRCs due will follow the terms 
under this proposal.  

. 

Name: ____________________________ Title: ______________________________ 

Signature: __________________________ Date: _____________________________ 

X
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Cloud-Based Infrastructure Services for MEDITECH & PACS 

Prepared for Salinas Valley Memorial Healthcare System 
Prepared by CloudWave  

Change Order R45  Server List 

# Server LUNs RAID Server Type Cores RAM Boot Software Type
Silver

1 SAVDRSVR 75+15+1000+1200 to 1000 10 Data Repository 8 to 12 16 to 230 N/C SQL Std MOD
2 SAV-FS01 250 to 350 10 File N/C N/C N/C MOD
3 SAV-FS02 200+100 to 250+155 10 File N/C N/C N/C MOD
4 SAV-FS03 Remove 12 GB LUN 10 File N/C N/C N/C MOD
5 SAV-FS04 450 to 600 10 File N/C N/C N/C MOD
6 SAV-FS07 575+500+500 to 700+500+400 10 File N/C N/C N/C MOD
7 SAV-FS10 500 to 673 10 File N/C N/C N/C MOD
8 SAV-FS11 50 to 2000 10 File N/C N/C N/C MOD
9 SAV-CON01 0 N/A VDI 4 10 70 NEW
10 SAV-CON02 0 N/A VDI 4 10 70 NEW
11 SAV-SEC01 0 N/A VDI 4 10 70 NEW
12 SAV-SEC02 0 N/A VDI 4 10 70 NEW

Gold
13 SCAARCHIVESVR 58+55 to 224 5 SCA N/C N/C N/C MOD
14 SAV-FDB Remove 60 GB Drive 10 First DataBank N/C N/C N/C MOD
15 intellimo2svrv Remove 150 GB Drive 10 IMO Server N/C N/C N/C MOD
16 SAV-BG10 N/C N/A Background 4 to 2 8 to 4 N/C MOD
17 SAV-BG13 N/C Background 4 to 2 N/C N/C MOD
18 SAV-BG15 N/C Background 4 to 2 8 to 4 N/C MOD
19 SAV-BG16 N/C Background N/C 8 to 4 N/C MOD
20 SAV-BG18 N/C Background 8 to 2 16 to 4 N/C MOD
21 SAV-CM01 N/C Connection 4 to 8 8 to 16 N/C MOD
22 CITRIXWEBSVRV N/C 4 to 2 N/C N/C MOD
23 SAV-PDEC 0 N/A N/A 2 4 60 Remove
24 apidbsvr 400 5 API - DB 4 72 60 Remove
25 apihrdbsvrv 550 10 API DB Server 6 64 60 Remove
26 apihrpsvrv 0 N/A API 4 16 100 Remove
27 APITASS1 0 N/A API 4 16 100 Remove
28 APIWEB2SVR 0 N/A API Web Server 4 8 100 Remove
29 apidb1v 1,300 5 API - Database Server 4 24 75 NEW
30 apihrdb1v 825 10 API - Database Server 6 16 75 NEW
31 apihrp1v 0 API HRP App Server 4 8 100 NEW
32 apitass3v 0 API TA/SS App Server 4 16 100 NEW
33 apiweb1v 0 API TA/SS Web Server 4 8 75 NEW
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Board Paper:  Finance Committee 

   
   Agenda Item:   Informational Update Regarding Contract for Construction Management Services with Kitchell 

CEM Incorporated for the SVMHS Parking Garage Annex Design-Build Project and Make Ready 
Work Project 

 
Executive Sponsor:     Pete Delgado, President / Chief Executive Officer 
                                    Dave Sullivan, Facilities Management 
  
Date:   January 15, 2021 

   

Executive Summary 
SVMHS is pursuing a Master Plan that accomplishes compliance with seismic safety regulations, leverages existing 
hospital campus building and parking infrastructure and optimizes the hospital’s size. Current planning contemplates 
parking infrastructure expansion, a tower expansion and retrofitting and optimizing the existing buildings on the hospital 
campus through seismically retrofitting the structure.  The first element of the master plan is the parking garage 
expansion.  Completion of the parking garage expansion project will facilitate and enable the design and construction 
teams to complete all other improvements to the main hospital and hospital site.  
 
In March 2020, the Board approved contracting with Kitchell CEM for construction management services for the parking 
garage expansion element only.  In April 2020, due to the coronavirus pandemic, Hospital Leadership paused all major 
capital projects, which included the parking garage expansion project.  Therefore, SVMHS did not execute the 
construction management agreement with Kitchell CEM.  Hospital Leadership is reengaging the parking garage 
expansion element of the master plan.  One of the first steps for reengagement is retaining a construction management 
firm with expertise in delivering design-build project garage expansion projects.  
 
The Construction Manager will represent SVMHS’ interests on the Project, and will work collaboratively with other 
entities working on the Project, including HOK (SVMHS’ architectural firm), Bogard Construction (SVMHS’ on-call 
Project Manager/Owner’s Representative for other ancillary projects and programs) and the Design-Builder retained by 
SVMHS for the design and construction of the Project.  The construction management firm will be solely responsible for 
the parking garage expansion and make ready project, exclusive from any other elements of the Master Plan. 

 
Background/Situation/Rationale  
The parking garage expansion project calls for the design and construction of a new 4-level parking structure 
immediately adjacent to the existing Downing Resource Center parking structure (“DRC”) which will serve as an 
extension, or annex to the DRC.  The new garage will provide a net increase of 166 parking stalls and will connect to 
the existing structure’s circulation system, functioning as a single larger garage. A new south entrance/exit will be 
provided from San Jose Street. New exterior stairways and pedestrian access will be provided to direct garage users to 
the main hospital entrance. Upon completion the annex would be the same height as the DRC, 37 feet above existing 
grade including a 5-foot parapet, and will be designed to have a consistent appearance.  The lowest (basement) level 
will include 20,000 square feet of office and hospital support uses, connecting to the basement uses in the existing DRC 
structure. Design and preconstruction is estimated to occur over an 11 month period, while construction is estimated to 
occur over a 12-24 month period overlapping with design and preconstruction.   
 
Ancillary improvements necessary to implement the Project will include: temporary relocation of solid, hazardous and 
biomedical waste collection and loading areas; relocation of the fiber-optic backbone for the hospital and adjacent 
medical office building, which will require coordination with AT&T, Comcast, OSHPD and the City of Salinas; Americans 
with Disabilities Act (ADA) improvements and wayfinding to ensure clear and safe pedestrian passage from the parking 
areas to the main hospital entrance; mechanical, electrical and plumbing upgrades the DRC to be incorporated into the 
annex; repurposing of Lot #7 for use as a temporary construction and staging area; provision of 57 temporary parking 
spaces at 740 E. Romie Lane; and relocation of utility systems as necessary to support the improvements. 
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Pillar/Goal Alignment: 

☒ Service    ☐ People     ☒Quality      ☒ Finance       ☒ Growth        ☒ Community 

 
Financial Implications 
The essential terms of the proposed Contract are as follows: 
 

Key Contract Terms Kitchell CEM Incorporated 

1. Proposed effective date Issuance of Notice to Proceed anticipated on Feb 1, 2021 

2. Term of agreement 32 Months 

3. Renewal terms Not Applicable 

4. Termination provision(s) Provided in Section 10 of the Agreement 

5. Cost Total all-inclusive sum not to exceed $1,142,285 a $35,424 increase to the 
originally approved $1,106,861.  Increase is based on CPI and restructured 
staffing arrangement over the duration of 32 months.  Compensation will be 
paid on the actual cost of the Services performed by Construction Manager 
per the billable rates set forth in Exhibit 3 plus reimbursable expenses per the 
terms and conditions included in Exhibit 3 

6. Budgeted (indicate y/n) Yes, projected capital has allocated $420,000,000 for anticipated costs in 
conjunction with master planning.  

 
 

Schedule: Feb 2021 - Anticipated Notice to Proceed to Construction Manager 
 Feb 2021 – Issue RFQ for Design-Builder   
 March 2021 – Issue RFP for Design-Builder 
 July 2021 – Board Consideration of Award to Design-Builder  
 August 2021 – Commence Design by Design-Builder 
 September 2021 – Commence Construction (Make Ready + Parking Garage Expansion) 
 August 2023 – Substantial Completion (Parking Garage Expansion) 
 September 2023 – Final Completion 

 
Budget: A project cost estimate has been completed by SVMHS and reviewed with the Board in February 

2020.  As currently programmed, the master plan project cost estimate of $420,000,000.  Current 
project cost estimate for the DRC parking garage expansion is $30,425,277.  Kitchell CEM will be 
responsible for the parking garage and make ready components of the budget only.   

 
Procurement:  SVMHS circulated a Request for Proposal (RFP) for construction management services to  
   qualified local and regional construction management firms.  An advertisement was also posted in 
   the builder’s exchange.  Three (3) proposals were received by SVMHS.  Each of the   
   responses was scored utilizing a tiered scoring structure.  After evaluating all proposals in  
   accordance with the criteria set forth in the RFP, the evaluation committee determined that  
   Kitchell CEM Incorporated was as the highest ranking proposer.   As part of the response to the  
   RFP, the proposers were required to submit a separately sealed cost proposal identifying the  
   proposed construction management costs for the requested scope of services.  In accordance  
   with the RFP procedures, SVMHS negotiated the terms and conditions of the Agreement with the  
   highest ranking proposer.   
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SVMH

Balanced Scorecard

FY 2021 YTD November
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Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

1. Communication with Nurses 81.7 80.1 75.3 81.6 82.2 80.2 82.6 -2.9%

# of Reponses 161 145 138 125 115

2. Communication with Doctors 79.6 82.0 78.5 81.1 80.1 80.3 81.8 -1.9%

# of Reponses 159 145 137 125 115

3. Responsiveness of Hospital Staff 69.9 63.8 68.4 75.3 67.2 68.9 68.2 1.0%

# of Reponses 156 134 135 114 108

4. Communication About Medicines 68.8 66.9 64.9 71.6 71.7 68.8 69.7 -1.3%

# of Reponses 107 98 88 83 78

5a. Cleanliness of hospital environment 86.1 73.4 75.7 79.2 77.7 78.4 81.5 -3.8%

# of Reponses 158 143 136 125 112

5b. Quietness of hospital environment 58.2 59.6 53.6 55.3 50.0 55.3 48.7 13.7%

# of Reponses 158 141 138 123 112

6. Discharge Information 86.1 89.8 89.2 91.8 89.6 89.3 90.3 -1.1%

# of Reponses 153 136 127 116 107

7. Care Transitions 54.1 61.3 53.9 56.0 56.2 56.3 57.0 -1.2%

# of Reponses 162 144 137 125 115

8. Overall Rating of Hospital 78.2 73.6 74.8 76.8 77.2 76.1 78.6 -3.2%

# of Reponses 156 140 135 125 114

Average of Inpatient HCAHPS Scores 73.8 73.0 71.2 75.2 73.5 73.3 74.2 -1.1%

# of Total Reponses - IP 162 145 138 125 115

Organizational Goals by Pillar

I.  Service

2

Notes / Assumptions:

 Source: Press Ganey

 Based on monthly received date

 Based on top box scores (highest response possible on the survey scale: Yes, Definitely Yes, Always)

 IP HCAHPS Score FY 2020 Baseline was 73.7. Rationale: Baseline = Threshold is based on 7 month Pre-Covid Average (Aug19 to Feb20; Jul19 not included due to sterilizer 

event) = 73.7. The Target is 0.5 point improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline.

 ER Press Ganey Score FY 2020 Baseline was 59.2. Rationale: Baseline = Threshold is based on average of July 2020 Actual, MTD August 18, 2020 Actual, September 

estimated Average of Jul and Aug, and remainder of the year using 8 month Pre-Covid Average (Jul19 to Feb20)  = 59.2. The Target is 0.5 point improvement from the 

Baseline, and the Max is 1.0 point improvement from the Baseline

 Ambulatory HCAHPS Score FY 2020 Baseline was 91.3. Rationale: Baseline = Threshold is based on 8 month Pre-Covid Average excluding August 2019 (anomaly) = 91.3. 

The Target is 0.5 point improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline

Monthly Scorecard

IP Service (15%)
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Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

55.9 58.1 59.1 64.4 58.1 59.1 59.7 -1.0%

# of Total Reponses - ER 269 204 202 177 110

Emergency Room Press Ganey Score

Organizational Goals by Pillar

I.  Service

3

Monthly Scorecard

ER Service (10%)

Notes / Assumptions:

 Source: Press Ganey

 Based on monthly received date

 Based on top box scores (highest response possible on the survey scale: Yes, Definitely Yes, Always)

 IP HCAHPS Score FY 2020 Baseline was 73.7. Rationale: Baseline = Threshold is based on 7 month Pre-Covid Average (Aug19 to Feb20; Jul19 not 

included due to sterilizer event) = 73.7. The Target is 0.5 point improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline.

 ER Press Ganey Score FY 2020 Baseline was 59.2. Rationale: Baseline = Threshold is based on average of July 2020 Actual, MTD August 18, 2020 Actual, 

September estimated Average of Jul and Aug, and remainder of the year using 8 month Pre-Covid Average (Jul19 to Feb20)  = 59.2. The Target is 0.5 point 

improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline

 Ambulatory HCAHPS Score FY 2020 Baseline was 91.3. Rationale: Baseline = Threshold is based on 8 month Pre-Covid Average excluding August 2019 

(anomaly) = 91.3. The Target is 0.5 point improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline Page 21 of 189



Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

1. Communication 81.1 87.6 82.9 93.6 91.5 87.3 90.3 -3.2%

# of Reponses 65 66 52 64 63

2. Discharge 91.9 94.0 91.4 95.9 92.2 93.1 94.6 -1.6%

# of Reponses 64 66 53 64 62

3. Facility rating 72.3 87.3 86.8 96.8 82.3 85.1 85.6 -0.6%

# of Reponses 65 63 53 62 62

4. Facility/Personal Treatment 89.7 97.2 97.5 98.4 96.2 95.8 96.8 -1.0%

# of Reponses 65 66 53 64 62

83.7 91.5 89.6 96.2 90.5 90.3 91.8 -1.6%

# of Total Reponses - Ambulatory 65 66 53 64 63

Average of Ambulatory HCAHPS Scores

Organizational Goals by Pillar

I.  Service

4

Monthly Scorecard

Ambulatory Service (5%)

Notes / Assumptions:

 Source: Press Ganey

 Based on monthly received date

 Based on top box scores (highest response possible on the survey scale: Yes, Definitely Yes, Always)

 IP HCAHPS Score FY 2020 Baseline was 73.7. Rationale: Baseline = Threshold is based on 7 month Pre-Covid Average (Aug19 to Feb20; Jul19 not 

included due to sterilizer event) = 73.7. The Target is 0.5 point improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline.

 ER Press Ganey Score FY 2020 Baseline was 59.2. Rationale: Baseline = Threshold is based on average of July 2020 Actual, MTD August 18, 2020 Actual, 

September estimated Average of Jul and Aug, and remainder of the year using 8 month Pre-Covid Average (Jul19 to Feb20)  = 59.2. The Target is 0.5 point 

improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline

 Ambulatory HCAHPS Score FY 2020 Baseline was 91.3. Rationale: Baseline = Threshold is based on 8 month Pre-Covid Average excluding August 2019 

(anomaly) = 91.3. The Target is 0.5 point improvement from the Baseline, and the Max is 1.0 point improvement from the Baseline Page 22 of 189



Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

124.0 141.0 158.0 173.0 168.0 152.0 153.0 0.7%

87.0 87.0 86.0 87.0 94.0 88.0 85.0 -3.5%

Organizational Goals by Pillar

III.  Quality & Safety Processes

Emergency Room Efficiencies

Median length of stay for non-admits (in minutes)

Median time from admit decision to time of admission 

to nursing unit (in minutes)

Monthly Scorecard

Quality & Safety Processes – ER (8%)

5

Source: Meditech

ER - LOS for Non-Admits in Minutes: Data Criteria: Calculate the median LOS  in minutes for ER Outpatients for each month & YTD for 

cases in ER (excludes inpatients and patients leaving against medical advice or left without being seen.) The Baseline for FY20 was 154.0 

minutes; Rationale: Baseline = Threshold is based on FY 2020 Actuals. The Target is a 1 minute improvement from the Baseline, and the Max 

is a 2 minute improvement from the Baseline.

ER - Time to Admit in Minutes: Data Criteria: Calculate the median time for inpatients from admit decision to time of admission to nursing 

unit in minutes (includes observation cases). Actuals for FY 2020 was 81.0 minutes. However, Baseline used to determine Threshold for FY 

2021 is 88.0, based on July 2020 Actual and MTD 8-18-20 Actual. Rationale: It is expected that Flu & Covid will generate more complexity for 

ER admissions. The isolation rooms in the ER are limited. When a patient leaves the isolation room, there is a need for terminal cleaning for at 

least 1 hour which causes a delay to flow of patients. The admission process has become more complicated with patients going to COVID & 

isolation rooms because of the need for more resources for transport depending on patient’s need. Also, COVID testing can take up to an hour 

so a patient cannot leave ER until COVID results are available to place a patient in proper rooms. FY21 Threshold is a 2.0 minutes 

improvement from Baseline = 86.0 minutes; FY21 Target = 85.0 minutes; FY21 Max = 84.0 minutes.
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Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

30.7 28.7 29.3 30.3 31.3 30.0 29.5 -1.9%

92.2% 86.7% 94.2% 83.5% 89.5% 89.2% 89.0% 0.3%

Operating Room Efficiencies

Turnover Time (Wheels out / Wheels in) (in minutes)

Percentage of 1st Case On Time Start Time

III.  Quality & Safety Processes

Organizational Goals by Pillar

6

Turnover Time Measurement: New Methodology FY 2021 - Calculate minutes elapsed between the PICIS OR Nurse Record wheels out & 

wheels in of the next case. Historically based on predictive anesthesia end time by the circulating RN in the OR record, this metric was updated 

to use the anesthesia actual documented end time as a more precise variable to capture and measure data more accurately. The PICIS 8.6 

Upgrade in March 2020 prevents modification of time in the Nurse Record and requires the Anesthesia End Time to be documented in the 

PACU as the patient begins the recovery process rendering it no longer an accurate capture of the TOT wheels out data point. Only cases 

where the time difference is less than or equal to 60 minutes will be included because breaks are often scheduled in a day. Due to MD 

availability, cases that exceed 60 threshold minutes will not count as a turnover. Excludes non-scheduled cases. Measurement applies to cases 

for the same physician and same room only. Data will be partition by actual date rather than previously scheduled date. National benchmarks 

range from 25 to 38 minutes. FY 20 Baseline = 29.0 under the new methodology. Rationale: FY 2021 Goals are: Threshold = 30.5, Target = 

29.5, Max = 28.5 in order to achieve sustainability.

Percentage of 1st case On Time Start Time

 1st scheduled case of the day in each OR room where the scheduled time is between 07:00 AM and 08:59 AM

 Cases in which the patient is Wheeled In at least zero minutes prior to the case 

 FY20 Baseline was 90.4%. FY 2021 Goals are: Threshold = 87.0%. Target = 89.0%. Max = 91.0%. Rationale: Increased targets from prior 

year by 1 percentage point in order to achieve sustainability and maintain patient safety as the priority focus for Perioperative Services. 

 National benchmark goals range from 70% to 80%

Monthly Scorecard

Quality & Safety Processes – OR (8%)
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7

Monthly Scorecard

Quality & Safety Processes – HAC (4%)

 Source: NHSN & Medline Interface

 Hospital Acquired Conditions will be measured quarterly

 Rationale for Targets: The FY 2021 Target is set to meet Leapfrog requirements, which will then align with CMS 

requirements. 

 Acronyms: 

1. CLABSI (Central Line Associated Bloodstream Infection). 

2. CAUTI (Catheter Associated Urinary Tract Infection). 

3. CDI (Clostridium Difficile Infection). 

Jul-20 Aug-20 Sep-20
FY 2021 

Act/Proj
TARGET Var %

CLABSI SIR (Standard Infection Ratio) 0.00 0.41 100.0%

# of CLABSI EVENTS 0 0 0 0

CAUTI SIR (Standard Infection Ratio) 0.91 0.43 -113.8%

# of CAUTI EVENTS 1 0 1 2

CDI SIR (Standard Infection Ratio) 0.54 0.62 12.4%

# of CDI EVENTS 0 2 1 3

Hospital Acquired Conditions Average 0.49 0.49 0.3%

0.00

0.91

0.54

0.49 

Organizational Goals by Pillar

III.  Quality & Safety Processes

Hospital Acquired Conditions
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Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

$7,663 $8,131 $7,328 $6,224 $8,606 $91,083 $50,933 78.8%

15.3% 16.7% 15.4% 12.9% 17.6% 15.6% 9.9% 57.1%

IV.  Finance

Income from Operations (Normalized) ($ in Millions)

Operating Margin (Normalized)

Organizational Goals by Pillar

Monthly Scorecard

Finance (20%)

8

 Target Methodology is based on SVMH’s 100% of FY 2021 Board Approved Annual 

Operating Budget
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 Aspire: Our target for FY21 is based on detail provided by the executive team at Aspire Health Plan. We are using the 

current Aspire sales goals for the Special Election Period (SEP) and Annual Election Period (AEP) in line with our 

current business plan and bid targets. The projected increase of 610 members from our baseline of 5,459 in June is 

less than our prior year target of a 949 member increase. The primary driver behind the reduction in member growth 

projection is major changes in the plan design (benefits) to all of the plans, but to the Plus Plan in particular. The 

changes reflect a desire to improve plan profitability and mitigate risk. Our corridor for minimum and maximum 

thresholds is proportional to our targets last year with a +/- 20% of the targeted increase in members or 122 members 

over or under the target. The final result will be based on CMS paid members for the month of June in the July report 

from CMS. 

 Epic MyChart: Our target for FY21 is based on benchmarks provided by Epic when compared to our peers that are 

using Epic MyChart and the recommendations from Epic Ambulatory Advisory Council. The middle 50% of Epic 

installations from our peer group ranges from 28% to 48% with a median of 38%, our current performance is 14.7% 

and is improving as we continue to push adoption and implement strategies to engage our patients through MyChart

as our primary telemedicine platform. The 30% target was set by the Epic Ambulatory Advisory Council on February 

20, 2020. The corridor for minimum and maximum thresholds is +/- 5% for a range from 25% to 35%.  The final result 

will be based on patients with visits in FY21 that have an active MyChart account. 

Monthly Scorecard

Growth (10%)

Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

5,496 5,528 5,544 5,557 5,583 5,583 6,069 -8.0%

- - 21.6% 27.9% 29.5% 29.5% 30.0% -1.7%

V.  Growth

Organizational Goals by Pillar

I.  Increase Aspire Health Plan Medicare Advantage 

membership to

II. Increase % of patients adopting of EPIC MyChart to   
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Notes / Assumptions:

 Community Activity Hours Performed by SVMHS Staff: Source: SVMH Activity Tracker Application. As a result of the 

challenging times during the pandemic, there will not be an established target for FY 2021 to dismiss the pressures of 

performing community activity hours.

Monthly Scorecard

Community (0%)

Jul-20 Aug-20 Sep-20 Oct-20 Nov-20
FY 2021 

Act/Proj
TARGET Var %

164 120 35 264 96 1,628 - -

   Increase participation in the Blue Zones Project NA 844 0.0%

Community activity hours performed by SVMH Staff

VI.  Community

Organizational Goals by Pillar
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Questions / 

Comments?

11
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Financial Performance 
Review

December 2020

Augustine Lopez

Chief Financial Officer
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Profit/Loss Statement

1

Consolidated Financial Summary 

For the Month of December 2020

Favorable results due to:

• Higher than expected inpatient and outpatient 

volumes, coupled with a generally favorable 

payor mix

**Favorable variance in non-operating income is predominantly 

due to higher than expected investment returns.

* Income from Operations includes:

  $2.5M   PRIME (net) in excess of budget

  $1.0M   AB113 Intergovernmental Transfer Payment 

                 Related to FY18 (ACA Pop Health Supplement)

 $3.5M  Total Normalizing Items, Net

$ in Millions

Actual Budget $VAR %VAR

Operating Revenue 59.7$             48.8$             10.9$             22.3%

Operating Expense 52.3$             49.0$             (3.3)$              -6.7%

Income from Operations* 7.4$               (0.2)$              7.6$               3800.0%

Operating Margin % 12.4% -0.4% 12.8% 3200.00%

Non Operating Income** 4.6$               0.9$               3.7$               411.1%

Net Income 12.0$             0.7$               11.3$             1614.3%

Net Income Margin % 20.1% 1.3% 18.8% 1446.2%

For the Month of December 2020

Variance fav (unfav)
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Consolidated Financial Summary 

For the Month of December 2020 - Normalized
Profit/Loss Statement

2

$ in Millions

Actual Budget $VAR %VAR

Operating Revenue 56.2$             48.8$             7.4$               15.2%

Operating Expense 52.3$             49.0$             (3.3)$              -6.7%

Income from Operations 3.9$               (0.2)$              4.1$               2050.0%

Operating Margin % 7.0% -0.4% 7.4% 1850.0%

Non Operating Income 4.6$               0.9$               3.7$               411.1%

Net Income 8.5$               0.7$               7.8$               1114.3%

Net Income Margin % 15.2% 1.3% 13.9% 1069.2%

For the Month of December 2020

Variance fav (unfav)
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Profit/Loss Statement

3

Consolidated Financial Summary 

Year-to-Date December 2020

Favorable results due to:

• Higher than expected inpatient and outpatient 

volumes, coupled with favorable labor 

productivity in the first two months of the year 

and favorable payor mix in the two most 

recent months

**Favorable variance in non-operating income is 

predominantly due to higher than expected investment returns

* Income from Operations includes:

  $0.2M   Prior Year Medicare Cost Report Settlement

  $1.4M   AB113 Intergovernmental Transfer Payment 

                 Related to FY18 & FY19 (ACA Pop Health Supplement)

 $1.6M  Total Normalizing Items, Net

$ in Millions

Actual Budget $VAR %VAR

Operating Revenue 334.0$           283.7$           50.3$             17.7%

Operating Expense 306.9$           291.1$           (15.8)$            -5.4%

Income from Operations* 27.1$             (7.4)$              34.5$             466.2%

Operating Margin % 8.1% -2.6% 10.7% 411.5%

Non Operating Income** 9.7$               5.1$               4.6$               90.2%

Net Income 36.8$             (2.3)$              39.1$             1700.0%

Net Income Margin % 11.0% -0.8% 11.8% 1475.0%

Variance fav (unfav)

FY 2020 YTD December
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Consolidated Financial Summary 

Year-to-Date December 2020 - Normalized
Profit/Loss Statement

4

$ in Millions

Actual Budget $VAR %VAR

Operating Revenue 332.4$           283.7$           48.7$             17.2%

Operating Expense 306.9$           291.1$           (15.8)$            -5.4%

Income from Operations 25.5$             (7.4)$              32.9$             444.6%

Operating Margin % 7.6% -2.6% 10.2% 392.3%

Non Operating Income** 9.7$               5.1$               4.6$               90.2%

Net Income 35.2$             (2.3)$              37.5$             1630.4%

Net Income Margin % 10.6% -0.8% 11.4% 1425.0%

Variance fav (unfav)

FY 2020 YTD December
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SVMH Financial Highlights 
December 2020

• Gross Revenues were 17% 
favorable to budget 

• IP gross revenues were 28%
favorable to budget

• ED gross revenues were 6% 
unfavorable to budget

• OP gross revenues were 9%
favorable to budget in the 
following areas:

- Infusion Therapy 
- Other OP Pharmacy 
- Cardiology 
- Other OP Services 

Gross 
Revenues 

were 
favorable 

• Commercial: 19% 
above budget

• Medicaid: 16% 
above budget

• Medicare: 18% 
above budget

Payor Mix -
favorable to budget

Total Normalized 
Net Patient 

Revenues were 
$49.7M, which was 

favorable to 
budget by $8.5M 

or 20.7%

5
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Financial Summary – December 2020

1)  Higher than expected Inpatient business:
- Average daily census was at 135, 25% above budget of 108

2) Total admissions were 6% or 47 admits above budget.
- ER admissions were 13% above budget (74 admits)
- ER admissions (including OB ED) were 87% of total acute admissions

3) Strong Outpatient business:
- Stronger than expected patient volumes in Infusion Therapy, Cardiology, and Other 

OP services

4) ER Outpatient visits were on budget at 2,964 visits;
- Compared to July, visits decreased from 4,456 to 2,964 (a 33% decline)

5) Medicare ALOS CMI adjusted was on budget at 2.5 days with a Case Mix Index of 1.9

6) Inpatient Surgeries were 15% (22 cases) below budget at 121 

7) Outpatient Surgeries were 12% (28 cases) below budget at 213

8) Total Acute ALOS was 15% unfavorable at 4.8 vs 4.1 days budgeted

9) Deliveries were 3% (4 deliveries) below budget at 153

10) OP Observation cases were 5% (6 cases) higher than budget at 129
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Medicare

Month Medicare 

 CMI

Discharges ALOS Medicare 

 CMI

Discharges ADC

7/31/2020 1.69 334 4.1 1.82 32 5

8/31/2020 1.82 314 5.1 2.41 27 7

9/30/2020 1.90 285 4.7 2.11 16 4

10/31/2020 1.80 331 4.4 2.45 19 4

11/30/2020 1.87 304 4.7 2.29 30 8

12/31/2020 1.94 322 4.9 1.92 95 16

Total 1.84 1,890 4.6 2.17 219 748 6.3 1.81 1,671 40 4.4

51 5.3 1.95 227 35 4.8

48 7.9 1.83 274 40 4.4

47 7.1 1.76 312 43 4.2

45 7.9 1.89 269 41 4.5

51 8.1 1.77 287 44 4.8

44 5.0 1.68 302 39 4.0

Medicare Discharges Medicare COVID Discharges Only Medicare Discharges Excluding 

ADC ALOS Medicare 

CMI

Discharges ADC ALOS

All Payors

Month All 

Payor 

Discharges ALOS All 

Payor 

Discharges ADC

7/31/2020 1.58 906 4.0 2.08 108 1.51 798 101

8/31/2020 1.68 859 4.2 2.32 89 1.60 770 99

9/30/2020 1.70 818 4.1 2.27 58 1.66 760 98

10/31/2020 1.64 864 4.1 2.39 55 1.59 809 102

11/30/2020 1.76 784 4.2 2.32 93 1.68 691 92

12/31/2020 1.76 852 4.4 2.15 221 1.62 631 77

Total 1.69 5,083 4.2 2.26 624 1.61 4,459 95116 21 6.2 3.9

121 45 6.3 3.8

110 18 5.7 4.0

115 13 7.5 3.9

112 15 7.7 3.8

117 18 6.4 4.0

ALOS

118 17 4.8 3.9

All Discharges COVID Discharges Only Discharges Excluding COVID

ADC ADC ALOS All Payor 

CMI

Discharges

CMI – All Discharges (with & without COVID)
Based on Discharges 

July 2020 thru December 2020

7
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Top 20 DRGs with COVID DX U07.1 - All Payors
FY 2021 YTD December

8

Top 20 DRGs with COVID DX U07.1 makes up 93.8% to Total

DRG - Name
FY21 YTD 

Dec
% to Total  CMI 

1 177 - RESPIRATORY INFECTIONS AND INFLAMMATIONS WITH MCC 389          62.3% 1.8730    

2 871 - SEPTICEMIA OR SEVERE SEPSIS WITHOUT MV >96 HOURS WITH MCC 64            10.3% 1.8673    

3 207 - RESPIRATORY SYSTEM DIAGNOSIS WITH VENTILATOR SUPPORT >96 HOURS 28            4.5% 5.7326    

4 805 - VAGINAL DELIVERY WITHOUT STERILIZATION OR D&C WITH MCC 25            4.0% 1.0335    

5 870 - SEPTICEMIA OR SEVERE SEPSIS WITH MV >96 HOURS 17            2.7% 6.3657    

6 208 - RESPIRATORY SYSTEM DIAGNOSIS WITH VENTILATOR SUPPORT <=96 HOURS 10            1.6% 2.5132    

7 689 - KIDNEY AND URINARY TRACT INFECTIONS WITH MCC 5              0.8% 1.1171    

8 640 - MISCELLANEOUS DISORDERS OF NUTRITION, METABOLISM, FLUIDS AND ELECTR 5              0.8% 1.2224    

9 786 - CESAREAN SECTION WITHOUT STERILIZATION WITH MCC 5              0.8% 1.6651    

10 178 - RESPIRATORY INFECTIONS AND INFLAMMATIONS WITH CC 5              0.8% 1.2358    

11 637 - DIABETES WITH MCC 5              0.8% 1.3769    

12 417 - LAPAROSCOPIC CHOLECYSTECTOMY WITHOUT C.D.E. WITH MCC 4              0.6% 2.4203    

13 246 - PERCUTANEOUS CARDIOVASCULAR PROCEDURES WITH DRUG-ELUTING STENT WITH 3              0.5% 3.1414    

14 831 - OTHER ANTEPARTUM DIAGNOSES WITHOUT O.R. PROCEDURES WITH MCC 3              0.5% 1.0785    

15 308 - CARDIAC ARRHYTHMIA AND CONDUCTION DISORDERS WITH MCC 3              0.5% 1.1877    

16 682 - RENAL FAILURE WITH MCC 3              0.5% 1.4702    

17 193 - SIMPLE PNEUMONIA AND PLEURISY WITH MCC 3              0.5% 1.3107    

18 377 - GASTROINTESTINAL HEMORRHAGE WITH MCC 3              0.5% 1.7796    

19 981 - EXTENSIVE O.R. PROCEDURES UNRELATED TO PRINCIPAL DIAGNOSIS WITH MCC 3              0.5% 4.5297    

20 280 - ACUTE MYOCARDIAL INFARCTION, DISCHARGED ALIVE WITH MCC 2              0.3% 1.6262    

OTHERS 39            6.3% 3.3055    

Total COVID Cases 624          100.0% 2.2215    
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OP Infusion Service Line

9
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Cardiac Diagnostic O/P Center (CDOC)

10

Notes on CDOC:
• FY18 procedures up 31% over 

FY17
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1) Worked FTEs on a PAADC basis were 5.5% 
unfavorable to budget at (6.60 actual vs. 6.26 
budget)

2) Paid FTEs on a PAADC basis were 2.3% 
unfavorable to budget at (7.80 actual vs. 7.63 
budget)

✔ When reviewed on a unit by unit level, the value of the 
negative variance for salaries, wages and benefits for 
December is approximately 115 FTEs and $2.3M. This is 
driven by higher than expected patient acuity, coverage for 
increase in leave of absences and sick calls, an opportunity 
to flex staff down relative to patient volume, and a 
continued need for Covid related additional staff.

Labor Productivity – December 2020

11
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SVMH Worked FTE Variance By Pay Period
Pay Periods Ending 1/12/20 through 12/27/20
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Contract Labor FTE By Pay Period

13

The total contract labor FTE has increased from approximately 19 FTE at the beginning of the FY to about 75 FTE over the last
two pay periods.
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% of Total OT, DT & CB  Dollars to Total S&W
Updated Thru PPE 12-27-20
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Overtime by Department
PPE 12-27-20

15
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Overtime Paid FTEs

Note that overtime FTEs exclude holiday pay

16
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$4.5K

$5.K

$5.5K

$6.K

$6.5K

$7.K

$7.5K

$8.K

Revenue

Expense

17

SVMH Revenues & Expenses Per Adjusted Patient 
Day (Normalized)

Rolling 12 Months: January 20 to December 20

Average Revenue PAPD   = $7,001
Average Expense PAPD =  $6,019 
Average Margin PAPD =   14.0% 
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SVMHS Key Financial Indicators

*These metrics have been adjusted for normalizing items
**Metric based on Operating Income (consistent with industry standard)
***Metric based on 90 days average net revenue (consistent with industry standard)
Days of Cash and Accounts Payable metrics have been adjusted to exclude accelerated insurance payments (COVID-19 assistance)

YTD SVMHS S&P A+ Rated YTD

Statistic Dec-20 Target +/- Hospitals +/- Dec-19 +/-

Operating Margin* 7.6% 9.0% 4.0% 15.9%

Total Margin* 10.6% 10.8% 6.6% 18.5%

EBITDA Margin** 11.7% 13.4% 13.6% 19.2%

Days of Cash* 351 305 249 314

Days of Accounts Payable* 49 45 - 47

Days of Net Accounts Receivable*** 53 45 49 48

Supply Expense as % NPR 13.1% 15.0% - 11.8%

SWB Expense as % NPR 54.0% 53.0% 53.7% 49.2%

Operating Expense per APD* 6,164      4,992      - 5,188          
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Salinas Valley Memorial Healthcare System
Days Cash on Hand =  351 Days ($545M)

December 2020

2014
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307 313

352 344 351

305

2015 2016 192017 2018 2019 2020

Days $Million

Beginning Cash 343.8 527.3$         

Change from operations 10.2            23.9            

Collection for IGTs & PRIME 2.3              5.5              

Invest in SVMC (2.9)             (6.7)             

Capital Investment (2.3)             (5.4)             

  Subtotal 7.4              17.3            

Ending Cash 351.2          544.6$         
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ASSETS WHOSE USE IS LIMITED

20

December-20 YTD

Beginning balance $ 136,082,503 $ 130,408,693

Investment income or (loss) 408,181             1,081,992       

Transfer 1,000,000 6,000,000

Ending balance $ 137,490,684 $ 137,490,684
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ROUTINE CAPITAL EXPENDITURES
Through December 2020

21

Fiscal Month

2020-21 

Approved 

Budget *

Total 

Purchased 

Expenditures

Remaining Project Amount

July 1,825,000 123,919 1,701,081

August 1,825,000 1,370,100 2,155,981 XRay Room Remodel 349,418          

September 1,825,000 306,189 3,674,792 Telecom/PBX Relocation Project 170,876          

October 1,825,000 1,048,209 4,451,583 Lab Chemistry Analyzers Replacement Project 73,824            

November 1,825,000 1,731,024 4,545,559 Other CIP 158,461          

December 1,825,000 2,282,165 4,088,394 Total Improvements 752,579

January 1,825,000 5,913,394 COVID Patient Monitors/Redikit (20) 500,159

February 1,825,000 7,738,394 Furniture & IT Equipment (PFS Dept) 487,727

March 1,825,000 9,563,394 Radio Communication System Replacement 115,917

April 1,825,000 11,388,394 Furniture & Equipment (SVMC Admin Operations) 86,066

May 1,825,000 13,213,394 Other Equipment 339,717

June 1,825,000 15,038,394 Total Equipment 1,529,586

YTD TOTAL 21,900,000 6,861,606 15,038,394 Grand Total 2,282,165
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QUESTIONS / 
COMMENTS

22
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SALINAS VALLEY MEMORIAL HOSPITAL

SUMMARY INCOME STATEMENT

December 31, 2020

         Month of December, Six months ended December 31,
current year prior year current year prior year

Operating revenue:
 Net patient revenue $ 50,733,224 $ 52,364,669 $ 289,669,271 $ 290,923,011
 Other operating revenue 3,117,039 602,543 7,941,143 9,064,635
    Total operating revenue 53,850,263 52,967,212 297,610,414 299,987,646

Total operating expenses 42,641,710 38,846,506 247,850,797 231,286,937

Total non-operating income (283,076) (2,194,187) (15,854,333) (10,487,608)

Operating and
  non-operating income $ 10,925,477 $ 11,926,520 $ 33,905,284 $ 58,213,101
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SALINAS VALLEY MEMORIAL HOSPITAL

BALANCE SHEETS

December 31, 2020

 

    Current       Prior
      year       year

ASSETS:

Current assets $ 403,677,506 $ 279,490,106
Assets whose use is limited or restricted by board 137,490,684 121,243,550
Capital assets 259,153,640 248,457,561
Other assets 188,396,260 184,530,379
Deferred pension outflows 83,379,890 62,468,517

$ 1,072,097,980 $ 896,190,113

LIABILITIES AND EQUITY:

Current liabilities 151,264,631 77,477,850
Long term liabilities 14,780,831 17,645,000

126,340,336 108,429,468
Net assets 779,712,182 692,637,795

$ 1,072,097,980 $ 896,190,113
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         Month of December, Six months ended December 31,

current year prior year current year prior year

Patient days:
     By payer:
  Medicare 1,941 2,186 9,944 11,349
  Medi-Cal 1,190 1,170 6,496 6,475
  Commercial insurance 876 903 4,671 5,238
  Other patient 178 125 888 662
     Total patient days 4,185 4,384 21,999 23,724

Gross revenue:
  Medicare $ 86,143,337 $ 90,326,658 $ 479,331,784 $ 499,841,852
  Medi-Cal 54,844,305 52,896,565 320,338,930 310,972,644
  Commercial insurance 51,700,489 49,751,705 298,159,420 298,547,225
  Other patient 7,468,982 9,219,351 52,511,594 51,105,533

     Gross revenue 200,157,113 202,194,279 1,150,341,728 1,160,467,253

Deductions from revenue:
  Administrative adjustment 444,528 248,004 1,780,141 2,064,624
  Charity care 952,180 883,602 5,252,560 5,699,305
  Contractual adjustments:
    Medicare outpatient 24,343,399 23,207,748 147,602,398 154,380,134
    Medicare inpatient 42,303,240 42,326,431 216,528,493 231,773,530
    Medi-Cal traditional outpatient 1,966,785 2,653,417 11,708,638 18,027,078
    Medi-Cal traditional inpatient 9,127,538 5,739,519 47,290,368 32,785,969
    Medi-Cal managed care outpatient 17,092,178 19,392,418 108,463,399 118,862,827
    Medi-Cal managed care inpatient 19,188,613 19,375,409 111,977,351 106,844,806
    Commercial insurance outpatient 14,173,839 14,970,553 93,636,719 84,245,469
    Commercial insurance inpatient 16,563,587 15,858,173 87,884,007 87,430,526
    Uncollectible accounts expense 3,391,787 3,646,074 21,603,253 20,865,193
    Other payors (123,785) 1,528,263 6,945,130 6,564,782

    Deductions from revenue 149,423,889 149,829,609 860,672,457 869,544,243

Net patient revenue $ 50,733,224 $ 52,364,669 $ 289,669,271 $ 290,923,011

Gross billed charges by patient type:
  Inpatient $ 117,649,383 $ 113,293,905 $ 629,336,374 $ 617,247,835
  Outpatient 61,137,037 63,064,783 396,024,776 386,032,626
  Emergency room 21,370,694 25,835,590 124,980,580 157,186,792

     Total $ 200,157,114 $ 202,194,279 $ 1,150,341,730 $ 1,160,467,253

SALINAS VALLEY MEMORIAL HOSPITAL
SCHEDULES OF NET PATIENT REVENUE

December 31, 2020
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         Month of December, Six months ended December 31,

current year prior year current year prior year

Operating revenue:
 Net patient revenue $ 50,733,224 $ 52,364,669 $ 289,669,271 $ 290,923,011
 Other operating revenue 3,117,039 602,543 7,941,143 9,064,635
    Total operating revenue 53,850,263 52,967,212 297,610,414 299,987,646

Operating expenses:
  Salaries and wages 16,938,694 14,386,524 96,697,730 86,807,234
  Compensated absences 2,747,386 2,358,859 16,162,471 15,558,816
  Employee benefits 7,229,366 8,400,396 44,272,027 44,127,264
  Supplies, food, and linen 6,257,645 5,085,602 37,474,248 33,635,115
  Purchased department functions 3,016,032 2,857,628 18,275,972 17,777,988
  Medical fees 1,938,088 1,966,136 10,046,048 10,046,142
  Other fees 1,539,604 1,056,112 7,237,227 6,405,608
  Depreciation 1,803,474 1,690,660 10,676,531 10,092,485
  All other expense 1,171,421 1,044,589 7,008,543 6,836,285
     Total operating expenses 42,641,710 38,846,506 247,850,797 231,286,937

     Income from operations 11,208,553 14,120,706 49,759,617 68,700,709

Non-operating income:
  Donations 666,667 166,667 1,500,000 1,004,200
  Property taxes 333,333 333,333 2,000,000 2,000,000
  Investment income 880,465 363,190 2,109,563 (127,227)
  Taxes and licenses 0 0 0 0
  Income from subsidiaries (2,163,541) (3,057,377) (21,463,896) (13,364,581)
     Total non-operating income (283,076) (2,194,187) (15,854,333) (10,487,608)

Operating and non-operating income 10,925,477 11,926,520 33,905,284 58,213,101

Net assets to begin 768,786,705 680,711,275 745,806,899 634,424,694

Net assets to end $ 779,712,182 $ 692,637,795 $ 779,712,182 $ 692,637,795

Net income excluding non-recurring items $ 9,905,914 $ 11,926,520 $ 32,286,175 $ 58,388,458
Non-recurring income (expense) from cost
     report settlements and re-openings
     and other non-recurring items 1,019,563 0 1,619,109 (175,357)

Operating and non-operating income $ 10,925,477 $ 11,926,520 $ 33,905,284 $ 58,213,101

SALINAS VALLEY MEMORIAL HOSPITAL
STATEMENTS OF REVENUE AND EXPENSES

December 31, 2020
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         Month of December, Six months ended December 31,

current year prior year current year prior year

Detail of other operating income:
  Dietary revenue $ 122,016 $ 206,650 $ 819,275 $ 1,047,284
  Discounts and scrap sale 68 155,149 223,320 849,202
  Sale of products and services 6,094 63,913 149,933 145,776
  Clinical trial fees 0 0 46,128 0
  Stimulus Funds 0 0 0 0
  Rental income 183,509 118,362 970,319 872,854
  Other 2,805,352 58,469 5,732,168 6,149,519

     Total $ 3,117,039 $ 602,543 $ 7,941,143 $ 9,064,635

Detail of investment income:
  Bank and payor interest $ 37,930 $ 320,410 $ 863,446 $ 1,330,533
  Income from investments 842,535 42,780 1,216,367 (1,461,417)
  Gain or loss on property and equipment 0 0 29,750 3,657

     Total $ 880,465 $ 363,190 $ 2,109,563 $ (127,227)

Detail of income from subsidiaries:
Salinas Valley Medical Center:

Pulmonary Medicine Center $ (345,940) $ (105,015) $ (1,173,713) $ (571,575)
Neurological Clinic (11,581) (79,865) (448,960) (403,319)
Palliative Care Clinic (36,302) (63,201) (433,668) (368,036)
Surgery Clinic (141,748) (147,004) (950,875) (516,269)
Infectious Disease Clinic (15,267) (39,088) (172,947) (159,227)
Endocrinology Clinic (91,511) (151,952) (1,095,945) (769,716)
Early Discharge Clinic 0 0 0 0
Cardiology Clinic (299,266) (559,657) (2,933,330) (2,780,781)
OB/GYN Clinic (208,338) (299,777) (2,139,390) (1,118,078)
PrimeCare Medical Group (414,003) (622,794) (5,246,369) (3,357,795)
Oncology Clinic 68,483 (384,847) (1,563,882) (1,280,292)
Cardiac Surgery 8,038 (80,338) (858,285) (528,223)
Sleep Center (49,041) (91,636) (371,306) (433,713)
Rheumatology (28,932) (64,630) (320,223) (112,553)
Precision Ortho MDs (173,015) (305,739) (2,254,987) (1,647,880)
Precision Ortho-MRI 1,263 36,029 (1,263) 6,089
Precision Ortho-PT (16,170) (33,001) (264,663) (28,319)
Dermatology (6,676) (39,353) (178,299) 13,219
Hospitalists 0 (1) 0 0
Behavioral Health (64,451) (58,644) (408,796) (285,393)
Pediatric Diabetes (38,160) (41,952) (198,165) (184,110)
Neurosurgery (31,894) (18,073) (180,910) (113,228)
Multi-Specialty-RR 15,831 31,128 28,147 60,928
Radiology (196,949) 0 (1,140,531) 0
Total SVMC (2,075,629) (3,119,410) (22,308,360) (14,578,271)

Doctors on Duty (105,839) (94,644) (10,846) 247,679
Assisted Living (1,964) (830) (41,583) (36,026)
Salinas Valley Imaging 0 (23,590) (19,974) 45,309
Vantage Surgery Center 11,050 100,244 116,748 72,878
LPCH NICU JV 0 0 0 0
Central Coast Health Connect 0 0 0 0
Monterey Peninsula Surgery Center 51,962 158,574 412,639 866,871
Aspire/CHI/Coastal (25,759) (120,563) (202,042) (351,118)
Apex 1,864 6,516 47,457 63,759
21st Century Oncology (55,681) 72,642 (104,453) 141,650
Monterey Bay Endoscopy Center 36,455 (36,315) 646,518 162,688

     Total $ (2,163,541) $ (3,057,377) $ (21,463,896) $ (13,364,581)

SALINAS VALLEY MEMORIAL HOSPITAL
SCHEDULES OF INVESTMENT INCOME

December 31, 2020
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    Current       Prior
      year       year

   A S S E T S

Current assets:
     Cash and cash equivalents $ 299,514,005 $ 181,941,182
     Patient accounts receivable, net of estimated
       uncollectibles of  $25,340,538 85,302,217 77,830,020
     Supplies inventory at cost 8,762,916 5,992,180
     Other current assets 10,098,368 13,726,724

Total current assets 403,677,506 279,490,106

Assets whose use is limited or restricted by board 137,490,684 121,243,550

Capital assets:
     Land and construction in process 46,821,193 56,230,913
     Other capital assets, net of depreciation 212,332,447 192,226,648

Total capital assets 259,153,640 248,457,561

Other assets:
     Investment in Securities 148,588,983 142,681,226
     Investment in SVMC 8,584,295 11,859,803
     Investment in Aspire/CHI/Coastal 4,327,680 4,147,329
     Investment in other affiliates 25,311,979 21,802,132
     Net pension asset 1,583,323 4,039,889

Total other assets 188,396,260 184,530,379

Deferred pension outflows 83,379,890 62,468,517

$ 1,072,097,980 $ 896,190,113

     L I A B I L I T I E S   A N D   N E T  A S S E T S

Current liabilities:
     Accounts payable and accrued expenses $ 58,586,921 $ 50,798,943
     Due to third party payers 74,822,042 9,391,497
     Current portion of self-insurance liability 17,855,668 17,287,410

Total current liabilities 151,264,631 77,477,850

Long term portion of workers comp liability 14,780,831 17,645,000

Total liabilities 166,045,462 95,122,850

Pension liability 126,340,336 108,429,468

Net assets:
     Invested in capital assets, net of related debt 259,153,640 248,457,561
     Unrestricted 520,558,542 444,180,234

Total net assets 779,712,182 692,637,795

$ 1,072,097,980 $ 896,190,113

December 31, 2020

SALINAS VALLEY MEMORIAL HOSPITAL
BALANCE SHEETS
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Actual Budget Variance % Var Actual Budget Variance % Var

Operating revenue:
Gross billed charges $ 200,157,113 $ 170,988,920 29,168,193 17.06% $ 1,150,341,728 $ 989,541,312 160,800,416 16.25%
Dedutions from revenue 149,423,889 129,817,427 19,606,462 15.10% 860,672,457 750,275,040 110,397,417 14.71%
 Net patient revenue 50,733,224 41,171,492 9,561,732 23.22% 289,669,271 239,266,272 50,402,999 21.07%
 Other operating revenue 3,117,039 919,590 2,197,449 238.96% 7,941,143 5,517,537 2,423,606 43.93%
    Total operating revenue 53,850,263 42,091,082 11,759,181 27.94% 297,610,414 244,783,809 52,826,605 21.58%

Operating expenses:
  Salaries and wages 16,938,694 13,493,883 3,444,811 25.53% 96,697,730 83,737,009 12,960,721 15.48%
  Compensated absences 2,747,386 3,165,869 (418,483) -13.22% 16,162,471 17,085,613 (923,142) -5.40%
  Employee benefits 7,229,366 7,022,657 206,709 2.94% 44,272,027 43,110,410 1,161,617 2.69%
  Supplies, food, and linen 6,257,645 5,172,174 1,085,471 20.99% 37,474,248 30,251,260 7,222,988 23.88%
  Purchased department functions 3,016,032 3,114,974 (98,942) -3.18% 18,275,972 18,633,829 (357,857) -1.92%
  Medical fees 1,938,088 1,682,486 255,602 15.19% 10,046,048 10,188,660 (142,612) -1.40%
  Other fees 1,539,604 837,801 701,803 83.77% 7,237,227 5,148,499 2,088,728 40.57%
  Depreciation 1,803,474 1,789,255 14,219 0.79% 10,676,531 10,735,532 (59,001) -0.55%
  All other expense 1,171,421 1,420,374 (248,953) -17.53% 7,008,543 8,462,799 (1,454,256) -17.18%
     Total operating expenses 42,641,710 37,699,474 4,942,236 13.11% 247,850,797 227,353,611 20,497,186 9.02%

     Income from operations 11,208,553 4,391,608 6,816,945 155.23% 49,759,617 17,430,198 32,329,419 185.48%

Non-operating income:
  Donations 666,667 166,667 500,000 300.00% 1,500,000 1,000,000 500,000 50.00%
  Property taxes 333,333 333,333 (0) 0.00% 2,000,000 2,000,000 0 0.00%
  Investment income 880,465 160,094 720,371 449.97% 2,109,563 960,561 1,149,002 119.62%
  Income from subsidiaries (2,163,541) (4,421,969) 2,258,428 -51.07% (21,463,896) (23,818,755) 2,354,859 -9.89%
     Total non-operating income (283,076) (3,761,876) 3,478,799 -92.48% (15,854,333) (19,858,194) 4,003,861 -20.16%

Operating and non-operating income$ 10,925,477 $ 629,732 10,295,744 1634.94% $ 33,905,284 $ (2,427,996) 36,333,280 -1496.43%

         Month of December, Six months ended December 31,

SALINAS VALLEY MEMORIAL HOSPITAL
STATEMENTS OF REVENUE AND EXPENSES - BUDGET VS. ACTUAL

December 31, 2020
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2019 2020 2019-20 2020-21 Variance

NEWBORN STATISTICS
Medi-Cal Admissions 44 51 284 277 (7)
Other Admissions 108 105 679 593 (86)
  Total Admissions 152 156 963 870 (93)
Medi-Cal Patient Days 70 78 460 412 (48)
Other Patient Days 186 177 1,182 939 (243)
  Total Patient Days of Care 256 255 1,642 1,351 (291)
Average Daily Census 8.3 8.2 8.9 7.3 (1.6)
Medi-Cal Average Days 1.7 1.7 1.7 1.6 (0.2)
Other Average Days 1.0 1.6 1.7 1.6 (0.2)
  Total Average Days Stay 1.7 1.7 1.7 1.6 (0.2)

ADULTS & PEDIATRICS
Medicare Admissions 427 326 2,312 1,911 (401)
Medi-Cal Admissions 321 249 1,545 1,420 (125)
Other Admissions 437 277 2,011 1,699 (312)
  Total Admissions 1,185 852 5,868 5,030 (838)
Medicare Patient Days 2,007 1,730 10,231 1,344 (8,887)
Medi-Cal Patient Days 1,193 1,285 6,632 1,048 (5,584)
Other Patient Days 1,068 1,166 6,136 19,608 13,472
  Total Patient Days of Care 4,268 4,181 22,999 22,000 (999)
Average Daily Census 137.7 134.9 125.0 119.6 (5.4)
Medicare Average Length of Stay 4.7 5.4 4.4 0.7 (3.7)
Medi-Cal AverageLength of Stay 3.7 4.4 3.7 0.6 (3.0)
Other Average Length of Stay 2.4 3.1 2.3 8.5 6.2
  Total Average Length of Stay 3.6 4.2 3.4 3.7 0.4
Deaths 39 42 164 187 23

Total Patient Days 4,524 4,436 24,641 23,351 (1,290)
Medi-Cal Administrative Days 12 60 48 156 108
Medicare SNF Days 0 0 0 0 0
Over-Utilization Days 0 0 0 0 0
  Total Non-Acute Days 12 60 48 156 108
Percent Non-Acute 0.27% 1.35% 0.19% 0.67% 0.47%

Month of Dec Six months to date

SALINAS VALLEY MEMORIAL HOSPITAL
PATIENT STATISTICAL REPORT

For the month of Dec  and six months to date
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2019 2020 2019-20 2020-21 Variance
Month of Dec Six months to date

SALINAS VALLEY MEMORIAL HOSPITAL
PATIENT STATISTICAL REPORT

For the month of Dec  and six months to date

PATIENT DAYS BY LOCATION
Level I 313 269 1,689 1,494 (195)
Heart Center 394 339 2,086 2,046 (40)
Monitored Beds 971 955 5,451 5,414 (37)
Single Room Maternity/Obstetrics 447 394 2,657 2,142 (515)
Med/Surg - Cardiovascular 848 850 4,602 4,347 (255)
Med/Surg - Oncology 330 326 1,486 1,031 (455)
Med/Surg - Rehab 413 510 2,508 2,491 (17)
Pediatrics 127 88 733 435 (298)

Nursery 256 255 1,642 1,351 (291)
Neonatal Intensive Care 119 162 713 817 104

PERCENTAGE OF OCCUPANCY
Level I 77.67% 66.75% 70.61% 62.46%
Heart Center 84.73% 72.90% 75.58% 74.13%
Monitored Beds 116.01% 114.10% 109.72% 108.98%
Single Room Maternity/Obstetrics 38.97% 34.35% 39.03% 31.46%
Med/Surg - Cardiovascular 60.79% 60.93% 55.58% 52.50%
Med/Surg - Oncology 81.89% 80.89% 62.12% 43.10%
Med/Surg - Rehab 51.24% 63.28% 52.42% 52.07%
Med/Surg - Observation Care Unit 0.00% 54.65% 0.00% 57.00%
Pediatrics 22.76% 15.77% 22.13% 13.13%

Nursery 50.05% 49.85% 27.04% 22.25%
Neonatal Intensive Care 34.90% 47.51% 35.23% 40.37%
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2019 2020 2019-20 2020-21 Variance
Month of Dec Six months to date

SALINAS VALLEY MEMORIAL HOSPITAL
PATIENT STATISTICAL REPORT

For the month of Dec  and six months to date

DELIVERY ROOM
Total deliveries 168 148 955 861 (94)
C-Section deliveries 52 42 311 256 (55)
Percent of C-section deliveries 30.95% 28.38% 32.57% 29.73% -2.83%

OPERATING ROOM
In-Patient Operating Minutes 23,960 15,776 137,632 128,184 (9,448)
Out-Patient Operating Minutes 26,819 19,583 165,463 143,711 (21,752)
  Total 50,779 35,359 303,095 271,895 (31,200)
Open Heart Surgeries 14 8 74 72 (2)
In-Patient Cases 164 120 1,024 877 (147)
Out-Patient Cases 291 214 1,732 1,585 (147)

EMERGENCY ROOM
Immediate Life Saving 38 44 182 191 9
High Risk 663 566 3,758 3,080 (678)
More Than One Resource 2,736 2,154 16,543 12,702 (3,841)
One Resource 1,486 1,025 8,949 8,444 (505)
No Resources 40 39 286 247 (39)
  Total 4,963 3,828 29,718 24,664 (5,054)
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2019 2020 2019-20 2020-21 Variance
Month of Dec Six months to date

SALINAS VALLEY MEMORIAL HOSPITAL
PATIENT STATISTICAL REPORT

For the month of Dec  and six months to date

CENTRAL SUPPLY
In-patient requisitions 17,890 15,675 92,959 85,803 -7,156
Out-patient requisitions 10,516 9,108 64,050 61,717 -2,333
Emergency room requisitions 2,868 1,576 19,336 9,898 -9,438
Interdepartmental requisitions 7,787 8,211 43,670 41,795 -1,875
Total requisitions 39,061 34,570 220,015 199,213 -20,802

LABORATORY
In-patient procedures 38,014 39,445 210,614 211,628 1,014
Out-patient procedures 10,176 11,221 63,653 66,776 3,123
Emergency room procedures 10,852 9,228 62,223 51,501 -10,722
Total patient procedures 59,042 59,894 336,490 329,905 -6,585

BLOOD BANK
Units processed 401 259 1,701 1,678 -23

ELECTROCARDIOLOGY
In-patient procedures 1,133 928 6,351 5,525 -826
Out-patient procedures 414 358 2,892 2,357 -535
Emergency room procedures 995 1,040 5,857 5,097 -760
Total procedures 2,542 2,326 15,100 12,979 -2,121

CATH LAB
In-patient procedures 99 57 503 448 -55
Out-patient procedures 72 78 531 520 -11
Emergency room procedures 0 0 0 1 1
Total procedures 171 135 1,034 969 -65

ECHO-CARDIOLOGY
In-patient studies 337 286 1,799 1,735 -64
Out-patient studies 206 175 1,226 1,124 -102
Emergency room studies 2 3 8 14 6
Total studies 545 464 3,033 2,873 -160

NEURODIAGNOSTIC
In-patient procedures 174 172 1,083 969 -114
Out-patient procedures 19 25 126 145 19
Emergency room procedures 0 0 1 0 -1
Total procedures 193 197 1,210 1,114 -96
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2019 2020 2019-20 2020-21 Variance
Month of Dec Six months to date

SALINAS VALLEY MEMORIAL HOSPITAL
PATIENT STATISTICAL REPORT

For the month of Dec  and six months to date

SLEEP CENTER
In-patient procedures 0 0 0 1 1
Out-patient procedures 191 168 1,272 1,132 -140
Emergency room procedures 0 0 0 0 0
Total procedures 191 168 1,272 1,133 -139

RADIOLOGY
In-patient procedures 1,436 1,530 7,907 8,054 147
Out-patient procedures 361 452 2,594 3,907 1,313
Emergency room procedures 1,481 1,287 8,751 6,722 -2,029
Total patient procedures 3,278 3,269 19,252 18,683 -569

MAGNETIC RESONANCE IMAGING
In-patient procedures 139 124 846 755 -91
Out-patient procedures 82 109 523 826 303
Emergency room procedures 11 10 77 66 -11
Total procedures 232 243 1,446 1,647 201

MAMMOGRAPHY CENTER
In-patient procedures 3,729 3,034 22,960 18,192 -4,768
Out-patient procedures 3,726 3,008 22,860 18,094 -4,766
Emergency room procedures 0 0 7 0 -7
Total procedures 7,455 6,042 45,827 36,286 -9,541

NUCLEAR MEDICINE
In-patient procedures 17 7 120 74 -46
Out-patient procedures 77 66 529 445 -84
Emergency room procedures 0 0 3 3 0
Total procedures 94 73 652 522 -130

PHARMACY
In-patient prescriptions 100,898 104,022 544,253 524,865 -19,388
Out-patient prescriptions 16,671 12,644 99,750 89,539 -10,211
Emergency room prescriptions 8,069 5,658 46,396 31,641 -14,755
Total prescriptions 125,638 122,324 690,399 646,045 -44,354

RESPIRATORY THERAPY
In-patient treatments 17,250 32,480 92,426 126,851 34,425
Out-patient treatments 529 346 3,843 3,248 -595
Emergency room treatments 507 185 2,383 806 -1,577
Total patient treatments 18,286 33,011 98,652 130,905 32,253

PHYSICAL THERAPY
In-patient treatments 2,536 2,397 15,017 13,853 -1,164
Out-patient treatments 249 158 1,724 1,652 -72
Emergency room treatments 0 0 0 0 0
Total treatments 2,785 2,555 16,741 15,505 -1,236
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2019 2020 2019-20 2020-21 Variance
Month of Dec Six months to date

SALINAS VALLEY MEMORIAL HOSPITAL
PATIENT STATISTICAL REPORT

For the month of Dec  and six months to date

OCCUPATIONAL THERAPY
In-patient procedures 1,619 1,320 8,522 7,958 -564
Out-patient procedures 137 72 812 723 -89
Emergency room procedures 0 0 0 0 0
Total procedures 1,756 1,392 9,334 8,681 -653

SPEECH THERAPY
In-patient treatments 408 430 2,225 2,334 109
Out-patient treatments 17 23 148 148 0
Emergency room treatments 2 0 2 0 -2
Total treatments 427 453 2,375 2,482 107

CARDIAC REHABILITATION
In-patient treatments 0 0 0 0 0
Out-patient treatments 456 389 2,867 2,139 -728
Emergency room treatments 0 0 0 1 1
Total treatments 456 389 2,867 2,140 -727

CRITICAL DECISION UNIT
Observation hours 424 223 1,792 1,488 -304

ENDOSCOPY
In-patient procedures 102 83 554 541 -13
Out-patient procedures 29 14 179 147 -32
Emergency room procedures 0 0 0 0 0
Total procedures 131 97 733 688 -45

C.T. SCAN
In-patient procedures 700 498 3,943 3,266 -677
Out-patient procedures 239 489 1,643 3,153 1,510
Emergency room procedures 606 426 3,834 2,775 -1,059
Total procedures 1,545 1,413 9,420 9,194 -226

DIETARY
Routine patient diets 21,386 14,895 121,383 95,600 -25,783
Meals to personnel 24,723 20,252 150,815 124,871 -25,944
Total diets and meals 46,109 35,147 272,198 220,471 -51,727

LAUNDRY AND LINEN
Total pounds laundered 118,857 94,703 818,929 610,515 -208,414
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Finance Committee Board Paper 

 
 
Agenda Item: Consider Recommendation for Board Approval of Project Budget and Lease 

Agreements for Development of 212 San Jose Street Suites 100 and 201 

Executive Sponsor: Allen Radner, MD, Chief Medical Officer 
Clint Hoffman, Chief Administrative Officer, Physician Integration & Business Development 
 

Date:  January 14, 2021 
 

Executive Summary 
SVMHS has been a partner in Monterey Bay Endoscopy, LLC since February of 2018. At the inception of our 
partnership we agreed to expansion of endoscopy services to a suitable location in Salinas. In July of 2019 
SVMHS acquired 212 San Jose Street which has ambulatory surgery suites on the first floor in suite 100 and 
administrative office space that can be reconfigured into medical office space on the second floor in suite 
201.The SVMHS executive team is requesting approval for a total project budget of three million eight 
hundred twenty five thousand two hundred eighty one dollars ($3,825,281.00) to complete the necessary 
improvements to suite 100 and 201 for their intended uses as an ambulatory endoscopy center and medical 
office. Suite 100 will be leased to Monterey Bay Endoscopy, LLC and Suite 201 will be leased to Monterey 
Bay GI Consultants Medical Group, Inc.  
 
Timeline: 
January 23, 2018 – Request SVMHS Finance Committee Recommendation for Board Approval 
January 25, 2018 – SVMHS Board of Directors Meeting/Consider Recommendation for Approval 
February 1, 2018 – Effective date of Purchase 
 
Meeting our Mission, Vision, Goals 
 
Strategic Plan Alignment: 
This transaction is aligned with the strategic initiatives outlined in our most recent strategic planning work for 
growth, in developing partnerships that drive value for our patients. 
 
Pillar/Goal Alignment: 
☐ Service     ☐    People      ☐ Quality       Finance       Growth      ☐ Community 
 
Financial/Quality/Safety/Regulatory Implications 
 
Total Project Budget: 

 

Description

ASC 1st Level Clinic 2nd Level

Construction

Construction ‐ Tenant Improvements First Level $1,847,993 $1,847,993 $0

Construction ‐ Tenant Improvements Second Level $807,313 $0 $807,313

Owner Contingency (Estimating & Construction) $185,871 $148,697 $37,174

Design

Professional Fees ‐ Fixed $219,800 $175,840 $43,960

Professional Fees ‐ T+M $9,500 $4,750 $4,750

Inspections and Consultation

Special Inspections   $50,000 $45,000 $5,000

AHJ Fees

City Fees $113,647 $79,868 $33,779

TAMC Fees $50,000 $40,000 $10,000

Monterey One Fees $25,000 $22,500 $2,500

Soft Costs

Program Management  $319,000 $223,300 $95,700

FF&E

Signage ‐ Exterior  $15,000 $12,000 $3,000

Contingency

Project Contingency  $182,156 $145,725 $36,431

$3,825,281 $2,745,673 $1,079,608

COST SPLIT
Budget

212 San Jose Budget
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Lease Terms for Suite 100 with Monterey Bay Endoscopy, LLC: 

  
Lease Terms for Suite 201 with Monterey Bay GI Consultants Medical Group, Inc: 

 
 
Recommendation 
 
Administration requests that the Board Finance Committee make a recommendation to the 
Board of Directors for approval (with final review of documents by District legal counsel) of 
the following agreements: 
 
1. The project budget for development of 212 San Jose Street Suites 100 and 201 in an 

amount of three million eight hundred twenty-five thousand two hundred eighty-one 
dollars ($3,825,281.00); 

 
2. Lease Agreement with Monterey Bay Endoscopy Center, LLC for 212 San Jose Street 

Suite 100; and 
 
3. Lease Agreement with Monterey Bay GI Consultants Medical Group, Inc. for 212 San Jose 

Street Suite 201. 
 
 
Attachments 
 Lease Agreement with Monterey Bay Endoscopy Center, LLC for 212 San Jose Street Suite 100 
 Lease Agreement with Monterey Bay GI Consultants Medical Group, Inc. for 212 San Jose Street Suite 

201 
 

1. Proposed Effective Date February 1, 2021
2. Lease Commencement Date Upon issuance of certificate of occupancy by City of Salinas
2. Term of agreement Five Years 
3. Renewal terms Four (4) Five (5) Year Options
5. Termination provision(s) None
6. Payment Terms Monthly, in advance
8. Annual Rent  $85,753 ($2.30/psf/monthly/NNN)
9. Annual Increases  None, to be reappraised at each five (5) year option
10. Rent Over Initial Five (5) Year Term $428,766

1. Proposed Effective Date February 1, 2021
2. Lease Commencement Date Upon issuance of certificate of occupancy by City of Salinas
2. Term of agreement Five Years 
3. Renewal terms Four (4) Five (5) Year Options
5. Termination provision(s) None
6. Payment Terms Monthly, in advance
8. Annual Rent  $195,030 ($3.75/psf/monthly/NNN) 
9. Annual Increases  None, to be reappraised at each five (5) year option
10. Rent Over Initial Five (5) Year Term $975,150
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LEASE AGREEMENT 
 
This Lease Agreement (“Lease”) entered into and effective on February 1, 2021 (“Effective Date”) is made by 
and between SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM, a local health care district organized 
and operating pursuant to Division 23 of the California Health and Safety Code (“Landlord”), and MONTEREY 
BAY ENDOSCOPY CENTER, LLC., a California limited liability company. 

1. PREMISES. Landlord leases to Tenant, and Tenant leases from Landlord, upon terms and conditions 
set forth in this Lease, the premises described as Suite 100 consisting of four thousand three hundred 
thirty-four (4334) square feet (“Premises”) in the medical office building located at 212 San Jose Street, 
Salinas, California (“Building”) owned by Landlord. The Building, real property upon which the Building is 
located, and improvements located on such real property are referred to collectively as the “Property.” 

2. POSSESSION, OCCUPANCY, AND TERM COMMENCEMENT. Landlord shall deliver possession and 
occupancy of the Premises to Tenant and the Initial Term of the Lease shall commence upon completion of 
Tenant Improvements by Landlord and issuance of a certificate of occupancy by the City of Salinas (“Term 
Commencement Date”). Tenant Improvements to the Premises shall be made by Landlord based on 
specifications provided by Tenant based on plans and budget agreed to by Tenant and Landlord in advance of 
Effective Date. Tenant acknowledges that no representations regarding the condition of the Premises or 
improvements to the Premises have been made by Landlord unless expressly set forth in this Lease, or as 
mutually agreed to by the parties pursuant to written specifications for the Tenant Improvements. 

3. TERM. The Term of this Lease shall commence on the Term Commencement Date and continue in full 
force and effect for a period of five (5) years (“Initial Term”), or until this Lease is extended or terminated as 
otherwise provided in this Lease. 

3.1 OPTIONS TO EXTEND. Landlord grants to Tenant the right to extend the term of this Lease beyond the 
Initial Term as it applies to the Premises for three (3) additional terms of sixty (60) months each (each an 
“Extended Term”). Tenant shall exercise each Extended Term with respect to the Premises, if at all, by giving 
Landlord written notice exercising such each such Extended Term not later than six (6) months prior to the then 
scheduled date for expiration of this Lease. In no event shall any purported exercise of an Extended Term by 
Tenant be effective if any event of default by Tenant shall exist under this Lease at the time of giving of such 
notice or on the date of commencement of the Extended Term, in which event Tenant’s exercise of the Extended 
Term shall be null and void and the term of this Lease shall end and expire on the then scheduled date for 
expiration of the term without regard to the option or the Extended Term. Time is of the essence in the giving 
of notice of the exercise of each of Extended Term. Each Extended Term shall be upon the terms and conditions 
of this Lease. Base Rent for each Extended Term shall be adjusted as provided in Section 6.3 of this Lease. 

4. USE. 

4.1 General. Tenant shall use the Premises only as an endoscopy center (“Permitted Use”). Tenant shall 
control Tenant’s employees, agents, patients, visitors, invitees, contractors, and subtenants (collectively, 
“Tenant’s Parties”) in such a manner that Tenant and Tenant’s Parties comply with the rules and regulations 
established by Landlord. Landlord grants to Tenant a revocable license for use of the parking areas and 
driveways of the Property by Tenant and Tenant’s Parties on a nonexclusive basis in common with other parties 
occupying the Building, subject to rules and regulations as Landlord may from time to time prescribe. Landlord 
may revoke such license upon occurrence of an event of default by Tenant. Notwithstanding any provision of 
this Lease to the contrary, Landlord shall have the right to restrict the parking provided on the Property and/or 
to require Tenant’s employees to park their vehicles in off-site locations. 

4.2 Limitations. Tenant shall not permit any odors, smoke, dust, gas, substances, noise, or vibrations to 
emanate from the Premises, or take any action which would disturb, obstruct, or endanger any other tenant of 
the Building or interfere with any tenant’s use of its respective premises or the Property. Storage outside the 
Premises of materials, vehicles, or any other items is prohibited. Tenant shall not use or allow the Premises to 
be used for any improper, immoral, or unlawful purpose. Tenant shall not cause or maintain or permit any 
nuisance in, on or about the Premises or the Property. Tenant shall not commit waste in, on, or about the 
Premises. Tenant shall not allow any sale by auction upon the Premises. Tenant shall not place or cause to be 
placed any load upon the floors, walls or any other part of the Premises or the Building that is in excess of their 
bearing capacity. 
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If Landlord reasonably determines that any action by Tenant places a load upon the floors, walls or any other 
portion of the Premises or the Building that is in excess of their capacity, then Landlord may retain an engineer 
to determine how to reduce excess load, and Tenant shall implement the recommendations of the engineer 
and shall pay to Landlord the fees and costs of such engineer upon written demand. Tenant shall not place any 
harmful liquids in the drainage or plumbing systems of the Building or Property. No waste, materials or refuse 
shall be permitted to remain outside the Premises, except in trash containers placed inside enclosures 
designated for that purpose by Landlord. 

4.3 Compliance with Regulations. By entering the Premises, Tenant accepts the Premises in the condition 
existing as of the date of such entry, subject to all existing or future applicable municipal, state and federal and 
other governmental statutes, regulations, laws, and ordinances, including zoning ordinances and regulations 
governing and relating to the use, occupancy and possession of the Premises and the use, storage, generation 
and disposal of Hazardous Materials in, on and under the Premises (collectively “Regulations”). Tenant shall, 
at Tenant’s sole expense, strictly comply with all Regulations relating to the Premises and the use of the 
Premises and/or the use, storage, generation of Hazardous Materials in, on and under the Premises. Tenant 
shall at its sole cost and expense obtain any and all licenses or permits necessary for Tenant’s use of the 
Premises. Tenant shall promptly comply with the requirements of any board of fire underwriters or other similar 
body. Tenant shall not do or permit anything to be done in, on, or about the Premises or bring or keep anything 
on the Premises which will in any way increase the rate of any insurance upon the Premises, Building or 
Property or upon any contents therein, or cause a cancellation of insurance or otherwise affect insurance in any 
manner. Tenant shall indemnify, defend, protect and hold Landlord harmless from and against all loss, cost, 
expense, damage, attorneys’ fees or liability arising out of the failure of Tenant to comply with any Regulations 
or with the requirements as set forth in this Lease. 

4.4 Hazardous Materials. Tenant shall not cause, or allow any of Tenant’s Parties to cause, any Hazardous 
Materials to be used, generated, stored, released or disposed of on or about the Premises, the Building or the 
Property, except in connection with the Permitted Use of the Premises as specified in the Basic Lease 
Information. The use, generation, storage, release and/or disposal of any Hazardous Materials by Tenant under 
this Lease shall be made only in compliance with all federal, state and local statutes, laws ordinances, and all 
rules and regulations of governmental authorities having jurisdiction. “Hazardous Materials” shall include, but 
not be limited to, hazardous, toxic and radioactive materials and those substances defined as “hazardous 
substances,” “hazardous materials,” “hazardous wastes,” “toxic substances,” or other similar designations in 
any federal, state, or local law, regulation, or ordinance. Landlord shall have the right at all reasonable times to 
inspect the Premises and to conduct tests and investigations to determine whether Tenant is in compliance with 
the foregoing provisions, the costs of all such inspections, tests and investigations to be borne by Tenant. 
Tenant shall indemnify, defend, protect and hold Landlord harmless from and against all liabilities, losses, costs 
and expenses, demands, causes of action, claims or judgments directly or indirectly arising out of the use, 
generation, storage, release or disposal of Hazardous Materials by Tenant or any of Tenant’s Parties, which 
indemnity shall include, without limitation, the cost of any required or necessary repair, cleanup, or 
detoxification, and the preparation of any closure or other required plans, whether such action is required or 
necessary prior to or following the expiration or termination of this Lease. Neither written consent by Landlord 
to the use, generation, storage or disposal of Hazardous Materials nor strict compliance by Tenant with all 
Regulations pertaining to Hazardous Materials shall excuse Tenant from Tenant’s obligation of indemnification 
under this Lease. Tenant’s obligations of indemnity shall survive the expiration or termination of this Lease. 

4.5 Medical, Biological Waste and Sharps. Tenant shall comply with all requirements of Landlord’s janitorial 
service company and shall separate needles, sharps, items contaminated with bodily fluids, and other 
biologically hazardous materials from routine waste materials to be collected by Landlord’s janitorial service 
company. Tenant, at Tenant’s sole cost and expense, shall be solely responsible for, and shall arrange for, the 
proper, safe collection and disposal of all needles, items contaminated with bodily fluids, and other biologically 
hazardous materials from the Premises on a daily basis. 

5. RULES AND REGULATIONS. Tenant shall comply with any rules and regulations Landlord may from 
time to time prescribe in writing for the purpose of maintaining the proper operation, use, care, cleanliness, 
safety, traffic flow and general order of the Premises, Building, or Property. Tenant shall cause Tenant’s Parties 
to comply with such rules and regulations. Landlord shall not be responsible to Tenant for the non-compliance 
by any other tenant or occupant of the Building with any of the rules and regulations. Landlord’s Rules and 
Regulations as of the date of this Lease are attached as Exhibit B to this Lease. 

Page 72 of 189



3 

6. RENT. 

6.1 Base Rent. Tenant shall pay to Landlord throughout the Initial Term, without notice or demand, Base 
Rent (NNN-triple net) at the rate of three dollars and seventy-five cents ($3.75) per square foot of the 
Premises equal to the amount of sixteen thousand two hundred fifty-two dollars and fifty cents 
($16,252.50), payable in monthly installments in advance on or before the first (1st) day of each calendar month, 
without deduction or offset, at the address of Landlord specified by Landlord, or to such other place as Landlord 
may from time to time designate in writing. Base Rent and Tenant’s Proportionate Share of Basic Operating 
Cost for the first full month of the Term shall be paid by Tenant upon the Term Commencement Date. If the 
obligation for payment of Base Rent commences on a day other than the first (1st) day of a calendar month, 
then Base Rent shall be prorated based on a thirty (30) day month and the prorated installment shall be paid 
on the first (1st) day of the first (1st) calendar month following the Term Commencement Date. 

6.2 Additional Rent. All monies other than Base Rent required to be paid by Tenant under this Lease, 
including, but not limited to, any interest or late charge under this Lease, any sums paid and costs incurred by 
Landlord pursuant to Section 31, and Tenant’s Proportionate Share of Basic Operating Cost, as specified in 
Section 7, shall be additional rent (“Additional Rent”). “Rent” shall mean Base Rent and Additional Rent. 

6.3 Base Rent Adjustment for Extended Terms. The Monthly Base Rent set forth in Section 6.1 of this Lease 
shall apply during the Initial Term of this Lease. Upon exercise by Tenant of any option to extend this Lease, 
the parties shall mutually agree upon a then-current fair market value for Base Rent for the Extended Term 
based upon a market analysis provided by a third party with experience determining market values in the area. 

7. BASIC OPERATING COST. 

7.1 Definition of Basic Operating Cost.  In addition to the Base Rent, Tenant shall pay Tenant’s 
Proportionate Share as defined in the Basic Lease Information of Basic Operating Cost as set forth below. 
Landlord shall account for each item of Basic Operating Cost as either a cost attributable to the Building or to 
the Property, as determined by Landlord in Landlord’s sole discretion, and unless provided to the contrary in 
this Lease, Tenant shall pay Tenant’s Proportionate Share of each item of Basic Operating Cost, as specified 
in the Basic Lease Information. “Basic Operating Cost” shall mean all expenses and costs which Landlord shall 
pay or become obligated to pay, because of or in connection with the ownership, management, maintenance, 
preservation and operation of the Property and its supporting facilities (determined in accordance with generally 
accepted accounting principles, consistently applied} including but not limited to the following: 

a. Taxes. All real property taxes, possessory interest taxes, business or license taxes or fees, 
service payments in lieu of such taxes or fees, annual or periodic license or use fees, excises, transit 
charges, housing fund assessments, open space charges, assessments, levies, fees or charges, 
general and special, ordinary and extraordinary, unforeseen as well as foreseen, of every kind (including 
fees “in-lieu” of any such tax or assessment) which are assessed, levied, charged, confirmed, or 
imposed by any public authority upon the Property, its operations or the rentals received by Landlord 
from the Property or any portion or component thereof, or any tax imposed in substitution, partially or 
totally, of any foregoing item, or any additional item the nature of which is similar to any of the foregoing 
items (all of the foregoing being hereinafter collectively referred to as “real property taxes”), except (i) 
inheritance or estate taxes imposed upon or assessed against the Property, or any part thereof or 
interest therein, and (ii) taxes computed upon the basis of the net income of Landlord or the owner of 
any interest therein, except as otherwise provided in the following sentence.  

b. Insurance. All insurance premiums and costs, including but not limited to, any deductible 
amounts, incurred by Landlord with respect to Landlord’s insurance, as set forth in Section 8. 

c. Repairs and Improvements. Repairs, replacements and general maintenance for the Premises, 
Building and Property, except for those repairs expressly made the responsibility of Landlord pursuant 
to the provisions of this Lease, repairs to the extent paid for by proceeds of insurance or by Tenant or 
other third parties, and alterations attributable solely to tenants of the Building other than Tenant. 

d. Legal and Accounting. Legal and accounting expenses relating to the Property, including the 
cost of audits by certified public accountants. 
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e. Services. All expenses related to maintenance, janitorial, and services, costs of supplies, and 
equipment, used in maintaining Premises, Building, and Property, and associated equipment, and the 
adjacent sidewalks, driveways, parking and service areas, including, without limitation, alarm service, 
window cleaning, elevator maintenance, Building interior and exterior maintenance and Property 
landscaping. Landlord will provide routine janitorial service to the Premises (excluding supplies and 
consumable items) in accordance with the service agreement with Landlord’s janitorial service company. 

f. Utilities. Costs of electricity, water, gas, sewer and other utility services supplied to or consumed 
on all or a portion of the Premises, Building or Property that are not billed directly to tenants, including, 
but not limited to, surcharges, assessments or impositions levied, assessed or imposed upon the 
Premises, the Building or the Property or any part thereof, or upon the use and occupancy of the 
Premises, the Building or the Property, as a result of any rationing of utility services or restriction on the 
use or quality of utility services supplied to the Premises, the Building and/or the Property. 

If the Building is not fully occupied during any fiscal year of the Term as determined by Landlord, an 
adjustment shall be made in computing Basic Operating Cost for such year so that Tenant pays an 
equitable portion of all variable items of Basic Operating Cost, as reasonably determined by Landlord; 
provided, however, that Landlord shall not be entitled to collect in excess of one hundred percent (100%) 
of the total Basic Operating Cost from all of the tenants in the Building including Tenant. 

7.2 Exclusions. Basic Operating Cost shall not include specific costs incurred for the account of, separately 
billed to, and paid by specific tenants. Notwithstanding anything in this Lease to the contrary, where Landlord, 
in Landlord’s sole discretion, deems Tenant to be responsible for any amounts greater than Tenant’s 
Proportionate Share, Landlord shall have the right to allocate costs in any manner Landlord deems appropriate. 

7.3 Payment of Estimated Basic Operating Cost. “Estimated Basic Operating Cost” for any particular fiscal 
year shall mean Landlord’s estimate of the Basic Operating Cost for such fiscal year made as hereinafter 
provided. Landlord shall have the right from time to time to revise its fiscal year and interim accounting periods 
so long as the periods as so revised are reconciled with prior periods in accordance with generally accepted 
accounting principles applied in a consistent manner. During the last month of each fiscal year during the Term, 
or as soon thereafter as practicable, Landlord shall give Tenant written notice of the Estimated Basic Operating 
Cost for the ensuing fiscal year. Tenant shall pay Tenant’s Proportionate Share of the Estimated Basic 
Operating Cost with installments of Base Rent for the fiscal year to which the Estimated Basic Operating Cost 
applies in monthly installments on the first (1st) day of each calendar month during such fiscal year, in advance. 
If at any time during the course of the fiscal year, Landlord determines that Basic Operating Cost is projected 
to vary from the then Estimated Basic Operating Cost by more than ten percent (10%), Landlord may, by written 
notice to Tenant, revise the Estimated Basic Operating Cost for the balance of such fiscal year, and Tenant’s 
monthly installments for the remainder of such fiscal year shall be adjusted so that by the end of such fiscal 
year Tenant has paid to Landlord Tenant’s Proportionate Share of the revised Estimated Basic Operating Cost 
for such fiscal year. 

7.4 Computation of Basic Operating Cost Adjustment. “Basic Operating Cost Adjustment” shall mean the 
difference between Estimated Basic Operating Cost and Basic Operating Cost for any fiscal year determined 
as hereinafter provided. Within one hundred twenty (120) days after the end of each fiscal year, or as soon 
thereafter as practicable, Landlord shall deliver to Tenant a written statement of Basic Operating Cost for the 
fiscal year just ended and a computation of Basic Operating Cost Adjustment (the “Statement”). If the Statement 
shows that the total of Tenant’s payments based upon the Estimated Basic Operating Cost is less than Tenant’s 
Proportionate Share of the Basic Operating Cost, then Tenant shall pay the difference to Landlord within twenty 
(20) days after receipt of such statement. If the Statement shows that the total of Tenant’s payments of the 
Estimated Basic Operating Cost exceeds Tenant’s Proportionate Share of the Basic Operating Cost, then 
provided that Tenant is not in default under this Lease Landlord shall credit the excess to the next installment 
of the Estimated Basic Operating Cost payable by Tenant. If this Lease has been terminated or the Term hereof 
has expired prior to the date of the Statement, then the Basic Operating Cost Adjustment shall be paid by the 
appropriate party within twenty (20) days after the date of delivery of the Statement. Should this Lease 
commence or terminate at any time other than the first day of the fiscal year, Tenant’s Proportionate Share of 
the Basic Operating Cost Adjustment shall be prorated based upon the number of calendar days during such 
fiscal year that this Lease is in effect. 

// 
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7.5 Net Lease. This shall be an absolute net Lease and Base Rent shall be paid to Landlord absolutely net 
of all costs and expenses of the Building and Property, except as specifically provided to the contrary in this 
Lease. The provisions for payment of Basic Operating Cost and the Basic Operating Cost Adjustment are 
intended to pass onto Tenant and reimburse Landlord for all costs and expenses of the nature described in 
Section 7.1 incurred in connection with the ownership, maintenance and operation of the Building and Property 
and such additional facilities as may be determined by Landlord to be necessary to the Building or Property. 

7.6 Tenant Audit. Each Statement shall be conclusive and binding upon Tenant unless within thirty (30) 
days after receipt of the Statement Tenant shall notify Landlord in writing that Tenant disputes the correctness 
of such Statement, specifying the particular respects in which the Statement is claimed to be incorrect. Following 
Landlord’s receipt of Tenant’s notice disputing any Statement, Landlord and Tenant shall meet and attempt to 
resolve the matters in dispute. If the matters in dispute are not  resolved by Landlord and Tenant within thirty 
(30) days following Landlord’s receipt of Tenant’s dispute notice, then Tenant shall have the right, by written 
notice delivered to Landlord not later than sixty (60) days following the receipt of the Statement in dispute and 
upon the condition that Tenant shall first pay to Landlord the full amount in dispute, to request an independent 
audit of Landlord’s books and records with respect to Basic Operating Cost for the matters in dispute. The 
independent audit of the books and records shall be conducted by a Certified Public Accountant not then 
employed by, affiliated with or related to either Landlord or Tenant who is to be compensated on an hourly basis 
and is otherwise acceptable to both Landlord and Tenant (“CPA”). If, within thirty (30) days after Landlord’s 
receipt of Tenant’s notice requesting an audit, Landlord and Tenant are unable to agree on the CPA to conduct 
such audit, then Landlord may designate an accounting firm not then employed by, affiliated with or related to 
Landlord or Tenant to conduct such audit. Such audit shall be completed and the final audit report delivered to 
Landlord and Tenant no later than thirty (30) days after Tenant’s notice requesting such audit. Tenant shall 
have the right to request an audit any Statement provided by Landlord only once. The Basic Operating Cost 
Adjustment shall be appropriately adjusted on the basis of such audit. Tenant shall pay the costs of the audit 
and the fees of the auditors; provided, however, if such audit discloses a liability for a refund to Tenant in excess 
of ten percent (10%) of Tenant’s Proportionate Share of the Basic Operating Cost Adjustment previously 
reported in the Statement, then the reasonable cost of such audit shall be borne by Landlord. 

8. INSURANCE AND INDEMNIFICATION. 

8.1 Landlord’s Insurance. Landlord agrees to maintain insurance insuring the Building against fire, lightning, 
vandalism and malicious mischief (including, if Landlord elects in its sole discretion, “All Risk” or “Special Form”, 
earthquake, and/or flood insurance coverage), in an amount not less than eighty percent (80%) of the 
replacement cost thereof, with deductibles and the form and endorsements of such coverage as selected by 
Landlord in its sole discretion. Such insurance may also include, at Landlord’s option, insurance against loss of 
Base Rent and Additional Rent, in an amount equal to the amount of Base Rent and Additional Rent payable 
by Tenant for a period of at least twelve (12) months commencing on the date of loss. Such insurance shall be 
for the sole benefit of Landlord and under Landlord’s sole control. Landlord shall not be obligated to insure any 
furniture, equipment, machinery, goods or supplies which Tenant may keep or maintain in the Premises, or any 
leasehold improvements, additions or alterations within the Premises. Landlord may also carry such other 
insurance as Landlord may deem prudent or advisable, including, without limitation, liability insurance, in such 
amounts and on such terms as Landlord shall determine from time to time. 

8.2 Tenant’s Insurance. Tenant shall procure at Tenant’s sole cost and expense and keep in effect from the 
Term Commencement Date and at all times during the Term of this Lease the following forms of insurance: 

a. Property Insurance. “All-risk” or “Special Form” property insurance, with theft, vandalism, 
sprinkler leakage and malicious mischief endorsements, on all personal property, equipment and 
fixtures of Tenant and all leasehold improvements, additions and alterations made by or for Tenant to 
the Premises, insuring such property for the full replacement value of such property, and replacement 
and/or repair of plate glass within the Premises. So long as this Lease remains in effect, the proceeds 
of Tenant’s property insurance shall be used solely for the repair or replacement of the fixtures, 
equipment and improvements so insured. Landlord shall be named as a loss payee on such insurance. 

b. Liability Insurance. Commercial General Liability insurance applying to the use and occupancy 
of the Premises and the Property, and any part of either, and any areas adjacent thereto, and the 
business operated by Tenant, or by any other occupant on the Premises. Such insurance shall include 
Broad Form Contractual Liability insurance coverage insuring all of Tenant’s indemnity obligations under 
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this Lease. Such coverage shall have a minimum combined single limit of liability (per occurrence and 
aggregate) of at least Three Million Dollars ($3,000,000.00). All such policies shall be written to apply to 
all bodily injury, property damage or loss, personal injury and other covered loss, however occasioned, 
occurring during the policy term, shall be endorsed to add Landlord, Landlord’s property manager and 
any person or entity holding an interest in or encumbrance on the Property or any part thereof, as an 
additional insured, and shall provide that such coverage shall be primary and not contributory with any 
insurance maintained by Landlord. Such policies shall also contain endorsements: (i) deleting any 
employee exclusion on personal injury coverage; (ii) including employees as additional insureds; (iii) 
deleting any liquor liability exclusion; (iv) providing broad form property damage, products completed 
operations, and owner’s protective and personal injury coverage; and (v) providing for coverage of 
employer’s automobile non-ownership liability. All such insurance shall provide for severability of 
interests; shall provide that an act or omission of one of the named insureds or additional insureds shall 
not reduce or void coverage to the other named insureds or additional insureds; and shall afford 
coverage for all claims based on acts, omissions, injury and damage, which claims occurred or arose 
(or the onset of which occurred or arose) in whole or in part during the policy period. Said coverage shall 
be written on an “occurrence” basis. 

c. Workers’ Compensation Insurance. Workers’ Compensation insurance with limits of liability not 
less than the minimum amount required by applicable law, and Employer’s Liability insurance with limits 
of liability not less than that specified for Tenant’s liability insurance. Landlord, Landlord’s property 
manager and any person or entity holding an interest in or encumbrance on the Property or any part 
thereof shall be named as an additional insured under Tenant’s Employer’s Liability insurance. 

d. General Insurance Requirements. All coverages described in this Section shall be endorsed to 
provide Landlord with thirty (30) days’ notice of cancellation or change in terms or coverage. If at any 
time during the Term the amount or coverage of insurance which Tenant is required to carry under this 
Section. is, in Landlord’s reasonable judgment, materially less than the amount or type of insurance 
coverage typically carried by owners or tenants of properties located in the general area in which the 
Property is located which are similar to and operated for similar purposes as the Property, Landlord shall 
have the right to require Tenant to increase the amount or change the types of insurance coverage 
required. All insurance policies required to be carried by Tenant under this Lease shall be written by 
companies rated NVIII or better in “Best’s Insurance Guide” and authorized to do business in California. 
Deductible amounts shall not exceed One Thousand Dollars ($1,000.00). Tenant shall deliver to 
Landlord on or before the Term Commencement Date, and thereafter at least thirty (30) days before the 
expiration dates of the expiring policies, certified copies of Tenant’s insurance policies, or a satisfactory 
certificate evidencing the same issued by the insurer, showing that all premiums have been paid for the 
full policy period (but in no event less than one (1) year); and, in the event Tenant shall fail to procure 
such insurance, or to deliver such policies or certificates, Landlord may, at Landlord’s option and in 
addition to Landlord’s other remedies hereunder, procure the same for the account of and at the expense 
of Tenant, and the costs incurred by Landlord, together with interest at the Applicable Interest Rate from 
the date incurred, shall be paid to Landlord by Tenant as Additional Rent upon demand. 

e. Minimum Requirements. The requirements for Tenant’s insurance contained in this Lease are 
minimum requirements and Tenant shall be solely responsible for determining the scope and amount of 
insurance coverage to be maintained by Tenant. The scope and amount of insurance coverage required 
in this Lease shall not limit the liability of Tenant under this Lease. 

8.3 Indemnification. Landlord shall not be liable to Tenant for any loss or damage to person or property 
caused by theft, fire, acts of nature, acts of a public enemy, riot, strike, insurrection, war, court order, requisition 
or order of governmental body or authority or for any damage or inconvenience which may arise through repair 
or alteration of any part of the Building or Property or failure to make any such repair, except as expressly 
otherwise provided in Section 10. Tenant shall indemnify, defend by counsel acceptable to Landlord, protect 
and hold Landlord harmless from and against any and all liabilities, losses, costs, damages, injuries or 
expenses, including reasonable attorneys’ fees and court costs, arising out of or related to: (i) claims of injury 
to or death of persons or damage to property occurring or resulting directly or indirectly from the use or 
occupancy of the Premises, or from activities of Tenant, Tenant’s Parties or anyone in or about the Premises 
or Property, or from any cause whatsoever; (ii) claims for work or labor performed, or for materials or supplies 
furnished to or at the request of Tenant in connection with performance of any work done for the account of 
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Tenant within the Premises or Property; and (iii) claims arising from any breach or default on the part of Tenant 
in the performance of any covenant contained in this Lease. The foregoing indemnity shall not be applicable to 
claims arising from the sole active negligence or willful misconduct of Landlord.  The provisions of this Section 
8.3. shall survive the expiration or termination of this Lease with respect to any claims or liability occurring or 
the onset of which occurred prior to such expiration or termination. 

9. WAIVER OF SUBROGATION. To the maximum extent permitted by law and without affecting the 
coverage provided by insurance to be maintained hereunder, Landlord and Tenant each waive any right to 
recover against the other for damage to property including the personal property of Tenant and Tenant’s Parties 
and damage to the Premises, Building and Property, to the extent such damage is covered by insurance 
maintained or required to be maintained by the parties and to the extent of insurance proceeds actually 
recovered. This provision is intended to waive fully, and for the benefit of each party, any rights and/or claims 
which might give rise to a right of subrogation in favor of any insurance carrier. The insurance coverages 
obtained by each party pursuant to this Lease shall include, without limitation, a waiver of subrogation by the 
carrier which conforms to the provisions of this Section 9. 

10. LANDLORD’S REPAIRS AND SERVICES. Landlord shall at Landlord’s expense maintain the structural 
soundness of the structural beams of the roof, foundations and exterior walls of the Building in good repair, 
reasonable wear and tear and casualty damage excepted. The term “exterior walls” as used herein shall not 
include windows, glass or plate glass, doors, storefronts or office entries. Landlord shall perform on behalf of 
Tenant and other tenants of the Building and as an item of Basic Operating Cost, the maintenance of the 
Building, Property, and public and common areas of the Building and Property, including but not limited to the 
maintenance, repair or replacement (as determined by Landlord in its sole discretion) of the roof and roof 
membrane; pest extermination; cleaning and maintenance of the landscaped areas, parking areas, driveways 
and truck staging areas; maintenance of fire sprinkler systems (if any), sanitary and storm sewer lines, utility 
and telephone lines and equipment servicing and outside of the Premises and the premises of other tenants; 
exterior lighting (if any), and anything which affects the operation or exterior appearance of the Building or 
Property, which determination shall be at Landlord’s sole discretion. Landlord may enter into a regularly 
scheduled preventive maintenance/service contracts with a maintenance contractors for periodic inspection and 
servicing of elements of the Building including, but not limited to, the heating and air conditioning systems and 
elevator serving the Building. Except for the expenses directly involving the items specifically described in the 
first sentence of  this Section 10, Tenant shall reimburse Landlord for all such costs in accordance with Section 
7. Any damage caused by or repairs necessitated by any act or omission of Tenant or Tenant’s Parties may be 
repaired by Landlord at Landlord’s option and at Tenant’s expense, and the costs incurred by Landlord, together 
with interest at the Applicable Interest Rate from the date incurred, shall be paid to Landlord by Tenant as 
Additional Rent. Tenant shall immediately give Landlord written notice of any defect or need for repairs after 
which Landlord shall have a reasonable time within which to repair. Landlord’s liability with respect to any 
defects, repairs, or maintenance for which Landlord is responsible under any of the provisions of this Lease 
shall be limited to the cost of such repairs or maintenance and Landlord shall not be liable for any injury to or 
interference with Tenant’s business arising from the performance of any repairs, maintenance, alteration, or 
improvement in or to any portion of the Premises, Building, or Property or to any fixtures, appurtenances or 
equipment serving the Premises, Building, or Property or the failure of Landlord to perform any repairs, 
maintenance, alteration or improvement. Landlord’s obligation under this Section 10 is subject to the condition 
precedent that Landlord shall have received written notice of the need for such repairs and maintenance and 
has been afforded a reasonable time after receipt of such notice to perform such repairs and maintenance. 

11. TENANT’S REPAIRS. Tenant shall at Tenant’s expense maintain all parts of the Premises in a good 
clean and secure condition and promptly make all necessary repairs and replacements, including but not limited 
to all windows, glass, doors, walls and wall finishes, floor covering, heating, ventilating and air conditioning 
systems and fixtures, plumbing work and fixtures, electrical and lighting systems and fixtures, and fire sprinklers 
(if any). Tenant shall at Tenant’s expense also perform regular removal of trash and debris except as provided 
by Landlord’s janitorial service company. Tenant shall not damage any part of the Premises or disturb the 
integrity and support provided by any wall and shall, at its sole expense, immediately repair any damage to any 
wall caused by Tenant or Tenant’s Parties. Landlord and Tenant agree that the rights and obligations of the 
parties regarding the repair and maintenance of the Premises, Building and Property are to be governed solely 
by the provisions of Sections 10 and 11. To the fullest extent permitted by law, Tenant waives any right which 
Tenant may now or hereafter hold to make any repairs at the expense of Landlord, to require Landlord to make 
any repairs other than those specified in Section 10 or to apply any Rent to the making of any repairs. 
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12. ALTERATIONS. Tenant shall not make, or allow to be made, any alterations additions, improvements 
or changes in the improvements in, about or to the Premises without obtaining the prior written consent of 
Landlord, which consent shall not be unreasonably withheld with respect to proposed alterations, additions, 
improvements or changes which: (i) comply with all applicable laws, ordinances, rules and regulations; (ii) are 
in Landlord’s opinion compatible with the Building and its mechanical, plumbing, electrical, HVAC systems; and 
(iii) will not interfere with the use and occupancy of any other portion of the Building by any other tenant or its 
invitees. All such removals and restoration shall be accomplished in a good and workmanlike manner so as not 
to cause any damage to the Premises, Building or Property whatsoever. If Tenant fails to so remove such 
alterations, additions or improvements or Tenant’s trade fixtures or furniture, Landlord may keep and use them 
or remove them and cause them to be stored or sold in accordance with applicable law, at Tenant’s sole 
expense. In addition to and wholly apart from Tenant’s obligation to pay Tenant’s Proportionate Share of Basic 
Operating Cost, Tenant shall be responsible for and shall pay prior to delinquency any taxes or governmental 
service fees, possessory interest taxes, fees or charges in lieu of any such taxes, capital levies, or other charges 
imposed upon, levied with respect to or assessed against Tenant’s personal property, on the value of the 
alterations, additions, improvements or changes within the Premises, and on Tenant’s interest in the Premises 
created pursuant to this Lease. To the extent that any such taxes are not separately assessed or billed to 
Tenant, Tenant shall pay the amount thereof as invoiced to Tenant by Landlord. 

13. SIGNS. Tenant shall not place or permit to be placed any sign, display, notice or advertisement which 
is visible in or from the corridors, common areas or exterior of the Premises or Building. Landlord shall furnish 
standard signage at the Premises and on the lobby directory consistent with the signage of the Building, which 
Landlord shall obtain and install at Tenant’s expense.  Landlord shall remove all such signage prior to the 
termination of this Lease at Tenant’s expense. As a Basic Operating Cost, Landlord will provide standard 
signage in the common areas of the Building identifying the tenants of the Building including Tenant. If additional 
exterior signage is provided by Landlord, the cost of the construction and maintenance of such signage shall 
be included in Basic Operating Cost. 

14. INSPECTION. After reasonable notice, except in emergencies where no such notice shall be required, 
Landlord, and Landlord’s agents and representatives, shall have the right to enter the Premises: to inspect the 
same, to perform such work as may be permitted or required hereunder; to make repairs or alterations to the 
Premises, Building or Property or to other tenant premises within the Building; to deal with emergencies; to post 
such notices as may be permitted or required by law to prevent the perfection of liens against Landlord’s interest 
in the Property; to exhibit the Premises to prospective tenants, purchasers, encumbrancers or others; or for any 
other purpose as Landlord may deem necessary or desirable; provided, however, that Landlord shall use 
reasonable efforts not to unreasonably interfere with Tenant’s business operations. Tenant shall not be entitled 
to any abatement of Rent by reason of the exercise of any such right of entry and the exercise of such right of 
entry shall not in any event be deemed a constructive eviction. At any time within one hundred eighty (180) 
days prior to the end of the Term, Landlord shall have the right to erect on the Premises, Building and/or 
Property a suitable sign indicating that the Premises are available for lease. Tenant shall give written notice to 
Landlord at least thirty (30) days prior to expiration of the Term of this Lease and shall meet with Landlord for 
a joint inspection of the Premises at the time of such expiration. In the event of Tenant’s failure to give such 
notice or participate in such joint inspection, Landlord’s inspection at or after expiration of the Term of this Lease 
shall be deemed correct for purposes of determining Tenant’s responsibility for repairs and restoration. 

15. UTILITIES. Tenant shall pay directly for all water, gas, heat, air conditioning, light, power, telephone, 
sewer, sprinkler charges and other utilities and services used on or from the Premises, together with any taxes, 
penalties, surcharges or the like pertaining thereto, and maintenance charges for utilities and shall furnish all 
electric light bulbs, ballasts and tubes. If any such services are not separately metered to the Premises, Tenant 
shall pay a reasonable proportion of all charges for such utilities and services jointly serving other premises, as 
determined by Landlord. Landlord shall not be liable for any damages directly or indirectly resulting from nor 
shall the Rent or any monies owed Landlord under this Lease be abated by reason of: (i) the installation, use 
or interruption of use of any equipment used in connection with the furnishing of any such utilities or services; 
(ii) the failure to furnish or delay in furnishing any such utilities or services when such failure or delay is caused 
by acts of nature, labor disturbances, accidents or other conditions beyond the reasonable control of Landlord; 
or (iii) the limitation, curtailment, rationing or restriction on use of water, electricity, gas or any other form of 
energy or any other service or utility whatsoever serving the Premises or Property. Landlord shall be entitled to 
cooperate voluntarily with the efforts of national, state or local governmental agencies or utility suppliers in 
reducing energy or other resource consumption. 
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16. SUBORDINATION. Without the necessity of any additional document being executed by Tenant for the 
purpose of effecting a subordination, this Lease is and shall remain subject and subordinate at all times to: (i) 
all ground leases or underlying leases which may now exist or hereafter be executed affecting the Premises 
and/or Property; and (iii) any mortgage or deed of trust which may now exist or be placed upon the Property, 
land, ground leases or underlying leases, or Landlord’s interest or estate in any of said items which is specified 
as security. Notwithstanding the foregoing, Landlord shall have the right to have this Lease prior to any such 
ground leases or underlying leases, mortgages or deeds of trust. In the event that any ground lease or 
underlying lease terminates for any reason or any mortgage or deed of trust is foreclosed or a conveyance in 
lieu of foreclosure is made for any reason, Tenant shall attorn to and become the Tenant of the successor in 
interest to Landlord at the option of such successor in interest. Within ten (10) days after request by Landlord, 
Tenant shall execute and deliver any documents evidencing or confirming such matters, in the form requested 
by Landlord or by any ground landlord, mortgagee, or beneficiary under a deed of trust. If Tenant fails to execute 
and deliver such documents within the time period specified in Landlord’s notice (not be less than ten (10) days 
after receipt of the requested documents by Tenant), then Tenant shall be conclusively deemed to have certified 
as true and accurate the matters set out in the documents delivered by Landlord to Tenant, and such failure 
shall, at the election of Landlord, constitute an event of default by Tenant under this Lease. 

17. ESTOPPEL CERTIFICATE. At any time and from time to time, upon not less than ten (10) days’ prior 
written notice by Landlord, Tenant shall deliver to Landlord, or Landlord’s designee, an estoppel certificate 
stating with such noted factual exceptions that: this Lease is in full force and effect; the date to which Rent has 
been paid; the Term Commencement Date and the date of expiration of the Term; and such other matters 
pertaining to this Lease as may be reasonably requested by Landlord. Failure by Tenant to execute and deliver 
such certificate shall constitute an acknowledgment by Tenant that the statements included in such certificate 
are true and correct without exception. Landlord and Tenant intend that any statement delivered pursuant to 
this Section 18 may be relied upon by any mortgagee, beneficiary, purchaser or prospective purchaser of the 
Property or any interest therein. The parties agree that Tenant’s obligation to furnish such estoppel certificates 
in a timely fashion is a material inducement for Landlord’s execution of this Lease, and shall be an event of 
default if Tenant fails to fully and timely comply. 

18. NO SECURITY DEPOSIT REQUIRED. Based on the joint venture relationship between Landlord and 
Tenant related to Tenant’s occupancy of the Premises, no Security Deposit shall be required under this Lease. 

19. ASSIGNMENT AND SUBLETTING. 

19.1 General. Tenant shall not assign or sublet the Premises or any part of the Premises without Landlord’s 
prior written consent, which shall not be unreasonably withheld. Tenant agrees that Landlord operates the 
Premises and Property as a medical office building supporting the operation of the Landlord’s hospital located 
adjacent to the Premises and Property, and therefore all subtenants or assignees must be considered by 
Landlord to be complementary to such use. No assignment or subletting by Tenant shall relieve Tenant of any 
obligation under this Lease. Any assignment or subletting which conflicts with the provisions of this Section 19 
shall be void. 

19.2 Bonus Rent. If any rent or other consideration realized by Tenant (or benefiting Tenant) under any 
sublease or assignment is in excess of the Base Rent payable under this Lease, then Tenant shall pay to 
Landlord all of such excess as and when received by Tenant. In any subletting or assignment undertaken by 
Tenant, Tenant shall diligently seek to obtain the maximum rental amount available in the marketplace for such 
subletting or assignment. Such consideration shall include all monetary and non-monetary consideration 
received by Tenant in connection with any such subletting or assignment, whether or not attributable to the 
value of this Lease or the Premises. Any non-monetary consideration shall be converted to its reasonable 
monetary equivalent for purposes of this Section 19.2. 

19.3 Corporation. If Tenant is a corporation, a transfer of corporate shares by sale, assignment, bequest, 
inheritance, operation of law or other disposition (including a transfer to or by a receiver or trustee in federal or 
state bankruptcy, insolvency or other proceedings), so as to result in a change in the control of such corporation 
or any of its parent corporations by the person or persons owning a majority of said corporate shares as of the 
date of this Lease, shall constitute an assignment for purposes of this Lease. 
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19.4 Partnership. If Tenant is a partnership, joint venture or other business entity, a transfer of the interest of 
persons, firms or entities responsible for managerial control of Tenant by sale, assignment, bequest, 
inheritance, operation of law or other disposition, so as to result in a change in the control of said entity as of 
the date of this Lease and/or a change in the identity of the persons responsible for the general credit obligations 
of said entity as of the date of this Lease, shall constitute an assignment for all purposes of this Lease. 

19.5 No Mortgage, Pledge or Encumbrance. Tenant shall not mortgage, pledge, encumber or otherwise 
create any lien upon the leasehold estate created by this Lease, any of the interest of Tenant under this Lease, 
or any interest in or right appurtenant to the Premises. 

20. AUTHORITY OF PARTIES. Landlord represents that it has full right and authority to enter into this 
Lease and to perform all of Landlord’s obligations. Tenant represents and warrants that it has full right and 
authority to enter into this Lease and to perform all of Tenant’s obligations. Each person executing this Lease 
on behalf of Tenant represents and warrants that he or she is authorized to bind Tenant to this Lease. 

21. CONDEMNATION. 

21.1 Condemnation Resulting in Termination. If (i) the whole or any substantial part of the Premises are taken 
or condemned for any public use under any law, ordinance or regulation, or by right of eminent domain, or by 
private purchase in lieu thereof (collectively a “taking”), and the taking would, in Landlord’s reasonable 
judgment, prevent or materially interfere with the continued use of the Premises for the use permitted under this 
Lease, or (ii) the whole or any substantial part of the Building or Property are subject to any taking, then Landlord 
may terminate this Lease by written notice given to Tenant at any time prior to the taking of physical possession 
by or the granting of the right of possession to the condemning authority. In the event of such termination, this 
Lease shall terminate as of the date of the taking of physical possession by or the granting of the right of 
possession to the condemning authority and the Rent shall be abated during the unexpired portion of this Lease. 

21.2 Condemnation Not Resulting in Termination. In the event of any taking which does not result in the 
termination of this Lease as provided in Section 21.1, this Lease shall not terminate, but the Rent payable during 
the unexpired portion of the Lease shall be reduced, beginning on the date when the taking of physical 
possession shall have occurred, in proportion to the floor area of the Premises so taken. In such event, Landlord 
shall restore the remaining portion of the Premises or Building to a complete architectural unit to the extent of 
any award received by Landlord for the taking of the Premises or the Building. Landlord’s restoration obligation 
shall not exceed the scope of Landlord’s restoration obligation under Section 22.2. 

21.3 Award. Landlord shall be entitled to any payment, income, rent, award compensation or any interest 
therein whatsoever which may be paid or made in connection with such taking or conveyance and Tenant shall 
have no claim against Landlord or otherwise for the value of any unexpired portion of this Lease. 
Notwithstanding the foregoing, Tenant may seek a separate award from the condemning authority for loss of 
business, Tenant’s personal property, moving costs or loss of goodwill,  provided that any such award shall not 
reduce the amount to which Landlord is otherwise entitled. 

21.4 Waiver. Landlord and Tenant agree that the rights and obligations of the parties in the event of the 
condemnation or taking of any portion of the Premises, the Building or the Property shall be solely governed by 
the provisions of this Section 23. Landlord and Tenant each hereby waives the provisions of Section 1265.110 
of the California Code of Civil Procedure and any other right which Landlord or Tenant may now or hereafter 
hold to terminate this Lease upon any condemnation or taking of the Premises. 

22. CASUALTY DAMAGE. 

22.1 General. If the Premises or Building should be damaged or destroyed by any casualty, Tenant shall give 
immediate written notice thereof to Landlord. Within thirty (30) days after Landlord’s receipt of such notice, 
Landlord shall notify Tenant whether in Landlord’s opinion such repairs can reasonably be made: (i) within 
ninety (90) days; (ii) in more than ninety (90) days but in less than one hundred eighty (180) days; or (iii) in 
more than one hundred eighty (180) days, from the date of such notice. Landlord’s determination shall be 
conclusive and binding on Tenant. 

// 

// 
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22.2 Less Than 90 Days. If the Premises or Building should be damaged by any casualty covered under the 
insurance maintained by Landlord under Section 8.1, but only to such extent that rebuilding or repairs can in 
Landlord’s estimation be reasonably completed within ninety (90) days after the date of such damage, and 
provided that insurance proceeds are available to fully repair the damage, this Lease shall not terminate, and 
Landlord shall proceed to rebuild and repair the Premises and/or Building to substantially the condition in which 
they existed prior to such damage, except that Landlord shall not be required to rebuild, repair or replace any 
part of the alterations, additions or improvements which may have been placed in, on or about the Premises by 
or for Tenant or any of Tenant’s furniture, fixtures, equipment or other personal property. If the Premises are 
untenantable in whole or in part following such damage, then, except as otherwise provided in Section 22.5, 
the Rent payable during the period during which the Premises are untenantable shall be abated proportionately, 
but only to the extent of rental abatement insurance proceeds, if any, received by Landlord during the time and 
to the extent the Premises are unfit for occupancy. 

22.3 Greater Than 90 Days. If the Premises or Building should be damaged by any casualty covered by the 
insurance maintained by Landlord pursuant to Section 8.1., but only to such extent that rebuilding or repairs 
can in Landlord’s estimation be reasonably completed in more than ninety (90) days but in less than one 
hundred eighty (180) days, then Landlord shall have the option of either: (i) terminating this Lease effective 
upon the date of the occurrence of such damage, in which event the Rent shall be abated during the unexpired’ 
portion of the Term of this Lease; or (ii) electing to rebuild or repair the Premises and/or Building to substantially 
the condition in which they existed prior to such damage, provided that insurance proceeds are available, to 
fully repair the damage. Landlord’s restoration obligation shall not exceed the scope of Landlord’s restoration 
obligation under Section 22.2. If the Premises are untenantable in whole or in part following such damage, then, 
except as otherwise provided in Section 22.5, the Rent payable hereunder during the period the Premises are 
untenantable shall be abated proportionately, but only to the extent of rental abatement insurance proceeds, if 
any, received by Landlord during the time and to the extent the Premises are unfit for occupancy. 

22.4 Greater Than 180 Days. If the Premises or Building should be so damaged by any casualty covered 
under the insurance maintained by Landlord under Section 8.2. such that rebuilding or repairs cannot in 
Landlord’s estimation be completed within one hundred eighty (180) days after such damage, this Lease shall 
terminate and the Rent shall be abated during the unexpired portion of this Lease, effective upon the date of 
the occurrence of such damage. 

22.5 Tenant’s Fault. If the Premises or any other portion of the Building are damaged by fire or other casualty 
resulting from the fault, negligence, willful misconduct, or breach of this Lease by Tenant or any of Tenant’s 
Parties, Base Rent and Additional Rent shall not be diminished during the repair of such damage and Tenant 
shall be liable to Landlord for the cost and expense of the repair and restoration of the Premises and Building 
to the extent such cost and expense is not covered by insurance proceeds received by Landlord. 

22.6 Uninsured Casualty. Notwithstanding anything to the contrary, if Premises or Building are damaged or 
destroyed by a casualty not covered by the insurance maintained by Landlord under Section 8.1, or if the cost 
of repair or restoration of Premises or Building are not fully covered by insurance proceeds Landlord receives, 
or if the holder of any indebtedness secured by a mortgage or deed of trust covering the Property requires that 
all or a portion of the insurance proceeds be applied to such indebtedness, then in such case Landlord shall 
have the right to terminate this Lease by delivering written notice of termination to Tenant within thirty (30) days 
after the date of receipt of notice by Landlord that the casualty is not a covered casualty, the cost or repair or 
restoration is not fully covered by insurance proceeds or such requirement is imposed by any such indebtedness 
holder, as the case may be, whereupon all rights and obligations hereunder shall cease and terminate. 

22.7 Waiver. Tenant agrees that the rights and obligations of the parties in the event of damage or destruction 
to the Premises or the Building shall be solely governed by the provisions of this Section 22. Tenant hereby 
waives the provisions of Sections 1932(a) and 1933(4) of the California Civil Code and any other right which 
Tenant may now or hereafter hold to terminate this Lease upon the damage to or destruction of the Premises. 

23. HOLDING OVER. If Tenant shall retain possession of the Premises or any portion thereof without 
Landlord’s consent following the expiration or sooner termination of the Term of this Lease, then Tenant shall 
be a tenant at sufferance only and Tenant shall pay to Landlord for each day of such holding over one hundred 
fifty percent (150%) of the amount of the daily Rent as of the last month prior to the date of expiration or 
termination. Tenant shall also indemnify, defend, protect and hold Landlord harmless from any loss, liability or 
cost, including reasonable attorneys’ fees, resulting from delay by Tenant in surrendering the Premises, 
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including, without limitation, any claims made by any succeeding tenant founded on such delay. Acceptance of 
Rent by Landlord following expiration or termination shall not constitute a renewal of this Lease, and nothing 
contained in this Section 25 shall waive Landlord’s right of reentry or any other right. Additionally, in the event 
that upon the expiration or termination of the Term of this Lease, Tenant has not fulfilled its obligation with 
respect to repairs and surrender of the Premises or any other Tenant obligations as set forth in this Lease, then 
Landlord shall have the right to perform any such obligations as Landlord deems necessary at Tenant’s sole 
cost and expense, and any time required by Landlord to complete such obligations shall be considered a period 
of holding over by Tenant and the terms of this Section 25 shall apply to such period. 

24. DEFAULT. The occurrence of any of the following shall constitute an event of default by Tenant: 

24.1 Abandonment. Abandonment of the Premises for a continuous period in excess of five (5) days.  Tenant 
waives any right to notice Tenant may have under Section 1951.3 of the California Civil Code, the terms of this 
Section 24.1 being deemed such notice to Tenant as required by said Section 1951.3. 

24.2 Nonpayment of Rent. Failure to pay any installment of Rent or any other amount due and payable 
hereunder upon the date when said payment is due. 

24.3 Subordination Documents, Financial Information and Estoppel Certificates. Failure to deliver to Landlord 
documents requested by Landlord pursuant to Sections 16 or 17 within the time period specified. 

24.4 Other Obligations. Failure to perform any obligation, agreement or covenant under this Lease other than 
as specified in Sections 26.1 and 26.2, where such failure continues for ten (10) days after written notice of 
such failure from Landlord; provided however, if the nature of the default is such that more than ten (10) days 
is reasonably required to cure such default, Tenant shall not be in default if Tenant commences to cure such 
default within such ten (10) day period and thereafter diligently pursues such cure to completion to the 
satisfaction of Landlord. 

24.5 General Assignment. A general assignment by Tenant for the benefit of creditors. 

24.6 Bankruptcy. The filing of any voluntary petition in bankruptcy by Tenant, or the filing of an involuntary 
petition by Tenant’s creditors which involuntary petition remains undischarged for a period of thirty (30) days. 
In the event that under applicable law the trustee in bankruptcy or Tenant (as a debtor in possession) has the 
right to affirm this Lease and continue to perform the obligations of Tenant hereunder, such trustee or Tenant 
(as a debtor in possession) shall, in such time period as may be permitted by the bankruptcy court having 
jurisdiction, cure all defaults of Tenant hereunder outstanding as of the date of the affirmance of this Lease and 
provide to Landlord such adequate assurances as may be necessary to assure Landlord of the continued 
performance of Tenant’s obligations under this Lease. 

24.7 Receivership. The appointment of a receiver to take possession of all or substantially all of Tenant’s 
assets or Tenant’s interest in the Premises, if such appointment remains undismissed or undischarged for a 
period of ten (10) days after the order is entered. 

24.8 Attachment. The attachment, execution or other judicial seizure of all or substantially all of Tenant’s 
assets or Tenant’s interest in the Premises, if such attachment, execution or seizure remains undismissed or 
undischarged for a period of ten (10) days after the levy thereof. 

25. REMEDIES UPON DEFAULT. 

25.1 Termination. Upon the occurrence of any event of default, Landlord shall have the right to give a written 
notice of termination to Tenant, and on the date specified in such notice, the Term of this Lease and Tenant’s 
right to possession shall terminate. At any time after such termination, Landlord may recover possession  of the 
Premises or any part thereof and expel and remove from the Premises Tenant and any other person occupying 
the same, by any lawful means, and repossess and enjoy the Premises without prejudice to any of the remedies 
that Landlord may have under this Lease, at law or in equity by reason of Tenant’s default or of such termination. 

25.2 Continuation After Default. Even though an event of default may have occurred, this Lease shall 
continue in effect for so long as Landlord does not terminate Tenant’s right to possession as provided in Section 
24.1, and Landlord may enforce all of Landlord’s rights and remedies under this Lease, including without 
limitation, the right to recover Rent as it becomes due. Landlord has the remedy described in Section 1951.4 of 
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the California Civil Code (lessor may continue lease in effect after lessee’s breach and abandonment and 
recover rent as it becomes due, if lessee has right to sublet or assign, subject only to reasonable limitations). 
Landlord, without terminating this Lease, may exercise all of the rights and remedies of a landlord under Section 
1951.4 of the California Civil Code or any successor code section. Acts of maintenance, preservation, or efforts 
to re-lease the Premises or the appointment of a receiver upon application of Landlord to protect Landlord’s 
interest in the Premises shall not constitute an election by Landlord to terminate Tenant’s right to possession. 

25.3 Damages After Default. Should Landlord terminate this Lease pursuant to the provisions of Section 24.1, 
Landlord shall have the rights and remedies of a Landlord provided by Section 1951.2 of the California Civil 
Code, or successor code sections. 

25.4 Late Charge. If any installment of Rent is not paid when due, such amount shall bear interest at the 
Applicable Interest Rate from the date on which said payment was due until the date on which Landlord shall 
receive said payment. In addition, Tenant shall pay Landlord a late charge equal to five percent (5%) of the 
delinquent amount, to compensate Landlord for the loss of the use of the amount not paid and the administrative 
costs caused by the delinquency. The parties agree that Landlord’s damage by virtue of such delinquencies 
would be difficult to compute and the amount stated represents a reasonable estimate thereof. This provision 
shall not relieve Tenant from Tenant’s obligation to pay Rent at the time and in the manner specified. 

25.5 Remedies Cumulative. All rights, privileges and elections or remedies of Landlord are cumulative and 
not alternative and are in additional to any and all other rights and remedies now or hereafter available to 
Landlord at law or in equity by reason of any event of default by Tenant. 

25.6 Waiver of Right of Redemption. Tenant waives any right which Tenant may now or hereafter hold 
(including any right under California Code of Civil Procedure Sections 1174 and 1179, California Civil Code 
Section 3275 or any successor statute) to apply for reinstatement of this Lease following termination of this 
Lease by Landlord pursuant to Section 24.1.  Landlord and Tenant agree that the notice requirements of this 
section shall be in lieu of and not in addition to any notice requirements provided by law in the event of a breach 
or default by Tenant under this Lease. 

26. LIENS. Tenant shall keep the Premises free from liens arising out of or related to work performed, 
materials or supplies furnished or obligations incurred by Tenant or in connection with work made, suffered or 
done by or on behalf of Tenant in or on the Premises or Property. In the event that Tenant shall not, within ten 
(10) days following the imposition or recording of any claim of lien, cause the same to be released of record by 
payment or posting of a proper bond, Landlord shall have, in addition to all other remedies provided herein and 
by law, the right, but not the obligation, to cause the same to be released by such means as Landlord shall 
deem proper, including payment of the claim giving rise to such lien. All sums paid by Landlord on behalf of 
Tenant and all expenses incurred by Landlord in connection therewith shall be payable to Landlord by Tenant 
as Additional Rent on demand with interest at the Applicable Interest Rate. Landlord shall have the right at all 
times to post and keep posted on the Premises any notices permitted or required by law, or which Landlord 
may deem proper, for the protection of Landlord, the Premises, the Property and any other party having an 
interest therein, from mechanics’ and materialmen’s liens. Tenant shall give Landlord not less than ten (10) 
business days prior written notice of the commencement of any work in the Premises or Property which could 
give rise to mechanics’ or materialmen’s liens. 

27. TRANSFERS BY LANDLORD. In the event of a sale or conveyance by Landlord of the Property the 
same shall operate to automatically release Landlord from any liability for the performance of any of the 
covenants, conditions or agreements herein contained in favor of Tenant, to the extent the same are required 
to be performed after the passing of title to Landlord’s successor-in-interest. In such event, Tenant agrees to 
look solely to the successor-in-interest of Landlord under this Lease with respect to the performance of the 
covenants, conditions and agreements of “Landlord” to be performed after the passing of title to Landlord’s 
successor-in-interest. This Lease shall not be affected by any such sale and Tenant agrees to attorn to the 
purchaser. Landlord’s successor(s)-in-interest shall not have liability to Tenant with respect to the failure to 
perform the obligations of “Landlord”, to the extent the same were required to be performed prior to the date 
such successor(s)-in-interest became the owner of the Property. If Landlord shall transfer the Security Deposit 
to any such successor-in-interest, Landlord shall be relieved of all responsibility for the return of the Security 
Deposit, and Tenant shall look solely to Landlord’s successor-in-interest for the return of the same. 

// 
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28. RIGHT OF LANDLORD TO PERFORM TENANT’S COVENANTS. All covenants and agreements to 
be performed by Tenant under this Lease shall be performed by Tenant at Tenant’s sole cost and expense and 
without any abatement of Rent. If Tenant shall fail to pay any sum of money, other than Base Rent and Basic 
Operating Cost, required to be paid by Tenant hereunder or shall fail to perform any other act on Tenant’s part 
to be performed hereunder, and such failure shall continue for five (5) days after notice thereof by Landlord, 
Landlord may, but shall not be obligated to do so, and without waiving or releasing Tenant from any obligations 
of Tenant, make any such payment or perform any such act on Tenant’s part to be made or performed. All 
sums, so paid by Landlord and all incidental costs incurred by Landlord, together with interest thereon at the 
Applicable Interest Rate from the date of such payment by Landlord, shall be payable to Landlord by Tenant as 
Additional Rent on demand. 

29. WAIVER. If either Landlord or Tenant waives the performance of any term, covenant or condition 
contained in this Lease, such waiver shall not be deemed to be a waiver of any subsequent breach of the same 
or any other term, covenant or condition contained herein. The acceptance of Rent by Landlord shall not 
constitute a waiver of any preceding breach by Tenant of any term, covenant or condition of this Lease, 
regardless of Landlord’s knowledge of such preceding breach at the time Landlord accepted such Rent. Failure 
by Landlord to enforce any of the terms, covenants or conditions of this Lease for any length of time shall not 
be deemed to waive or to diminish the right of Landlord to insist thereafter upon strict performance by Tenant. 
Waiver by Landlord of any term, covenant or condition contained in this Lease may only be made by a written 
document signed by Landlord. 

30. NOTICES. Each provision of this Lease or of any applicable governmental laws, ordinances, regulations 
and other requirements with reference to giving, sending, mailing or delivery of any notice or the making of any 
payment by Landlord or Tenant to the other shall be deemed to be complied with when and if the following 
steps are taken: 

30.1 Rent. All Rent and other payments required to be made by Tenant to Landlord hereunder shall be 
payable to Landlord at the address set forth in the Basic Lease Information, or at such other address as Landlord 
may specify from time to time by written notice delivered in accordance with this Section 31. Tenant’s obligation 
to pay Rent and any other amounts to Landlord under the terms of this Lease shall not be deemed satisfied 
until such Rent and other amounts have been actually received by Landlord. 

30.2 Other. All notices, demands, consents and approvals which may or are required to be given by either 
party to the other hereunder shall be in writing and either personally delivered, sent by commercial overnight 
courier, or mailed, certified or registered, postage prepaid, return receipt requested, and addressed to the party 
to be notified at the address for such party as specified in the Basic Lease Information. Either party may change 
its address for notices by written notices given to the other party in the manner specified in this Section 32.2, 
which change of address shall be effective fifteen (15) days after service of such notice. Notices shall be 
deemed served upon receipt or refusal to accept delivery. Tenant appoints as its agent to receive the service 
of all notices the person in charge of or occupying the Premises at the time, and, if there is no such person, 
then such service may be made by attaching the same on the door of the main entrance to the Premises. 

31. ATTORNEYS’ FEES. In the event Landlord places the enforcement of this Lease, or any part thereof, 
or the collection of any Rent due, or to become due hereunder, or recovery of possession of the Premises in 
the hands of an attorney, Tenant shall pay to Landlord, upon demand, Landlord’s reasonable attorneys’ fees 
and court costs. In any action which Landlord or Tenant brings to enforce its respective rights under this Lease, 
the unsuccessful party shall pay all costs incurred by the prevailing party including reasonable attorneys’ fees, 
to be fixed by the court, and said costs and attorneys’ fees shall be a part of the judgment in said action. 

32. SUCCESSORS AND ASSIGNS. This Lease shall be binding upon and inure to the benefit of Landlord, 
its successors and assigns, and shall be binding upon and inure to the benefit of Tenant, and subject to the 
restrictions specified in Section 21, its successors and assigns. 

33. FORCE MAJEURE. Whenever a period of time is herein prescribed for action to be taken by Landlord,  
Landlord shall not be liable or responsible for, and there shall be excluded from the computation for any such 
period of time, any delays due to strikes, riots, acts of nature, shortages of labor or materials, war, governmental 
laws, regulations or restrictions, or any other causes of any kind which are beyond the control of Landlord. 

// 
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34. BROKERAGE COMMISSION. Landlord shall pay a brokerage commission to the Broker identified in 
the Basic Lease Information in accordance with a separate agreement between Landlord and Broker. Tenant 
represents and warrants to Landlord that Tenant’s sole contact with Landlord or with the Premises in connection 
with this Lease has been directly with Landlord and Broker, and that no other person can properly claim a right 
to any compensation or fee based upon contacts between the claimant and Tenant with respect to Landlord or 
the Premises. Tenant shall indemnify, defend by counsel acceptable to Landlord, protect and hold Landlord 
harmless from and against any loss, cost or expense, including, but not limited to, attorneys’ fees and costs, 
resulting from any claim for any compensation or fee by any person in connection with the Premises and this 
Lease, other than Broker. 

35. ADDITIONAL TERMS. 

35.1 Choice of Law. This Lease shall in all respects be governed by the laws of the State of California. 

35.2 Severability. If for any reason any of the provisions of this Lease shall be unenforceable or ineffective, 
all of the other provisions shall be and remain in full force and effect. 

35.3 Accord and Satisfaction. No payment by Tenant of a lesser amount than the full amount due, nor any 
endorsement on any check or letter accompanying any check or payment, shall be deemed an accord and 
satisfaction, and Landlord may accept such payment without prejudice to Landlord’s right to recover the balance 
of the full amount due or to pursue any other rights or remedies available to Landlord. 

35.4 Easements. Landlord may grant easements on the Property and dedicate for public use portions of the 
Property without Tenant’s consent; provided that no such grant or dedication shall substantially interfere with 
Tenant’s use of the Premises. Upon Landlord’s demand, Tenant shall execute, acknowledge and deliver to 
Landlord documents, instruments, maps and plats necessary to subordinate Tenant’s interest hereunder to 
such grants or dedications. 

35.5 Drafting and Determination Presumption. The parties acknowledge that this Lease has been agreed to 
by both parties, that both Landlord and Tenant have consulted with attorneys with respect to the terms of this 
Lease and that no presumption shall be created against Landlord because Landlord drafted this Lease. 

35.6 No Third-Party Benefit. This Lease is a contract between Landlord and Tenant and nothing herein is 
intended to create any third-party benefit. 

35.7 Reservation by Landlord. Landlord reserves: (i) the use of the exterior walls and roof of the Building; (ii) 
the right to install, use, maintain, repair and replace ducts, wires, conduits and pipes in and through the 
Premises in locations which will not substantially interfere with Tenant’s use of the Premises; (iii) the right to 
make such additions, deletions or changes to the corridors, restrooms, lobbies and other common areas of the 
Building, provided that access to the Premises shall not be substantially impaired thereby; (iv) the right to use 
the surface of the land upon which the Property is located and to make such additions, deletions or changes to 
the improvements located thereon, as Landlord shall deem appropriate from time to time. 

35.8 Representations by Tenant. Tenant represents and warrants to Landlord that each individual executing 
this Lease on behalf of Tenant is authorized to do so on behalf of Tenant and that Tenant is not, and the entities 
or individuals constituting Tenant or which may own or control Tenant or which may be owned or controlled by 
Tenant are not in violation of any laws relating to terrorism or money laundering. 

35.9 Attachments. Exhibits A and B are attached and made a part of this Lease: 

Exhibit A – Premises/Map 
Exhibit B – Medical Building Rules and Regulations. 

 
35.10 Time. Time is of the essence regarding this Lease and all of its provisions. 
 
35.11 Entire Agreement/Modification. This Lease and its Exhibits, contains all the agreements of the parties 
hereto and supersedes any previous negotiations and understandings, whether written or oral. There have been 
no representations made by Landlord or understandings made between the parties other than those set forth 
in this Lease and its Exhibits. This Lease shall not be effective until execution and delivery by both Landlord 
and Tenant This Lease may not be modified except by a written instrument executed by Landlord and Tenant. 
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The parties have executed this Lease Agreement for Suite 100, 212 San Jose Street, Salinas, California as 
of the Effective Date first set forth above. 
 
LANDLORD       TENANT 
Salinas Valley Memorial Healthcare System   Monterey Bay Endoscopy Center, LLC 
 
 
 
 
By:        By:       

Pete Delgado, President/CEO          Daniel G. Luba, MD, President 
 
 
 
 
Date:        Date:       
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EXHIBIT A 
 

Premises/Map 
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EXHIBIT B 
 

Medical Building Rules and Regulations 

Tenant agrees to the establishment of, and to abide by, the following rules and regulations: 

Sidewalks, entrances, passages, courts, elevators, vestibules, stairways, corridors or halls of the Building shall 
not be obstructed by Tenant or used by Tenant for any purpose other than ingress and egress to and from the 
Premises. The halls, passages, exits, entrances, elevators and stairways are not for the general public, and 
Landlord shall, in all cases, retain the right to control and prevent access thereto by all persons whose presence 
in the judgment of Landlord would be prejudicial to the safety, character, reputation and interests of the Building 
and its lessees, provided that nothing herein contained shall be construed to prevent such access to persons 
with whom Tenant normally deals in the ordinary course of its business, unless such persons are engaged in 
illegal activities. Tenant shall not place any parcels or other articles in the halls or in any other part of the 
Building outside of the Premises. 

Windows, sashes, glass doors, lights and skylights that reflect or admit light into the halls or other public places 
of the Building shall not be covered or obstructed. Plumbing fixtures shall not be used for any purpose other 
than those for which they were installed, and no rubbish, newspapers or other substances of any kind shall be 
thrown into them. Waste and excessive or unusual use of water shall not be allowed. Tenant shall not deface 
the walls, ceilings, doors, partitions, floors, wood, stone or ironwork. The expense of any breakage, stoppage 
or damage resulting from violation of this rule shall be borne by Tenant. 

No sign, advertisement or notice shall be exhibited, painted or affixed by Tenant on any part of the Premises 
or Building so as to be seen from the outside of the Premises or Building or the land upon which the Building 
is located without the prior written consent of Landlord. Written material visible from outside the Building will 
not be permitted Landlord shall, at Tenant’s expense, place Tenant’s name on any lobby and floor directories 
of the Building and at the entrance to Tenants Premises. Tenant shall not have the right to have additional 
names placed on any directory without Landlord’s prior written consent. Any change to such initial lobby, 
directory and entrance signage shall be performed by Landlord at Tenant’s expense. In the event of a violation 
of the foregoing, Landlord may remove the violating sign, advertisement or notice without any liability and may 
charge the expense incurred in such removal to Tenant. 

Wiring shall be introduced and connected only as directed by Landlord. No boring or cutting for wires will be 
allowed except with prior written consent of Landlord. Any installation of communications wiring outside the 
Premises shall be approved in advance by Landlord in writing, and installed at Tenant’s expense. 

Neither Tenant nor any of Tenant’s Parties shall make, or permit to be made, any unseemly or disturbing noises 
or disturb or interfere with occupants of the Building or neighboring buildings or premises whether by use of 
any musical instrument, radio, television, electronic equipment, or by any other means whatsoever. Neither 
Tenant nor any of Tenant’s Parties shall not throw substances of any kind out of the windows or doors, or down 
the passageways of the Building, or sit or place anything upon the window sills, or bring into or keep within the 
Premises or Building any animal or bicycle, motorcycle or other vehicle. No cooking shall be done or permitted 
in the Premises, except for use by Lessee of Underwriter’s Laboratory approved equipment for the preparation 
of coffee, tea, hot chocolate, soups, and snack foods that can be prepared in a microwave oven provided that 
such use is in accordance with all applicable federal, state and city laws, codes, ordinances, rules and 
regulations and is provided only for the convenience of Tenant and its employees and invitees. Neither Tenant 
nor any of Tenant’s Parties shall cause or permit any unusual or objectionable odors to be produced in or 
emanate from the Premises. 

Landlord will furnish Tenant with two keys to each door lock in the Premises. Landlord may make a reasonable 
charge for these and any additional keys. Tenant shall not have any additional keys made. No additional locks 
or bolts or any kind shall be placed upon any of the doors or windows by Tenant, nor shall any changes be 
made to existing locks or the mechanisms thereof without prior consent of Landlord and provided such consent 
is granted, Landlord shall then install same at Tenant’s expense. Landlord shall retain a duplicate set of keys 
to all entrance doors to the Premises and to all doors within the Premises. Tenant must, upon the termination 
of its tenancy, give Landlord all keys to stores, offices or toilet rooms, either furnished to, or otherwise procured 
by Tenant. In the event of a loss of such keys, Tenant shall pay Landlord the cost of replacing the same or for 
changing the lock or locks opened by any lost key if Landlord shall deem it necessary to make such change. 
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The Premises shall not be used for manufacturing or for the storage of merchandise except as such storage 
may be incidental to the use of the Premises for general office or medical office purposes. The Premises shall 
not be used for lodging or sleeping or for any immoral or illegal purposes. Neither Tenant nor any of Tenant’s 
Parties  shall at any time bring or keep upon the Premises any inflammable, or combustible or explosive fluid, 
chemical or substance. 

The moving of furniture, fixtures, freight, construction materials or bulky items of any kind cannot be made 
without prior approval by Landlord. Such items may be moved only during such times as Landlord may specify 
including weekends or non-business hours and only with Landlord’s presence during such activities. The 
persons employed by Tenant for such work must be acceptable to Landlord. Landlord reserves the right to 
inspect all furniture, fixtures, freight, construction materials or other bulky items to be brought into the Building 
and to exclude from the Building items which violate any of these Rules and Regulations or the Lease. Tenant 
take all steps necessary to protect the Building and the common areas (including lobbies, hallways, stairwells, 
elevator, railings, doors, light fixtures and flooring) from damage resulting from the moving of furniture, fixtures, 
freight,  construction materials or bulky items by or for Tenant. Landlord shall have the right to require Tenant 
to provide a cash deposit to Landlord to be used by Landlord for the repair of any damage to the Building 
resulting from the moving of furniture, fixtures,  freight, construction materials or bulky items by or for Tenant.  
Landlord reserves the right to prescribe the weight and position of all heavy items (including file and storage 
cabinets), which must be placed upon supports approved by Landlord. Business machines and other 
equipment shall be placed and maintained by Tenant at Tenant’s expense in locations sufficient, in Landlord’s 
reasonable judgment, to absorb and prevent unreasonable vibration and prevent noise and annoyance. Only 
hand trucks equipped with rubber tires, side guards, and security straps are allowed in the Building. Any of the 
foregoing notwithstanding, Landlord shall not be responsible for any loss of or damage to any property from 
any cause whatsoever. Any damage done to the Building by moving or maintaining such property shall be 
repaired solely at the expense of Tenant. Tenant shall not use the elevator for the moving of furniture, fixtures, 
freight, construction materials or bulky items unless the walls and floor of the elevator are protected with 
protective pads and plywood flooring protector which are available from Landlord. 

No awning or other item shall be attached to the outside wall of the Building by Tenant without the prior written 
consent of Landlord. Draperies or other window coverings, whether or not furnished by Landlord, and any 
additional window coverings desired by Tenant shall be installed at Tenant’s expense and must be of such 
uniform shape, color, material and make as prescribed by Landlord. No files, cabinets, boxes, containers or 
similar items shall be placed in, against or adjacent to any window of the Premises so as to be visible from the 
outside of the Building. 

Tenant shall not employ any person or persons other than Landlord’s janitor for the purpose of cleaning the 
Premises without the prior written consent of Landlord. Janitorial services provided by Landlord, if any, shall 
include ordinary dusting and cleaning by a janitor assigned to such work and shall not include cleaning of 
carpets or rugs, except normal vacuuming, moving of furniture or other special services. Landlord shall not be 
responsible to Tenant for any loss of or damage to property on the Premises however occurring. 

Landlord reserves the right to control access to the Building by all persons after the Building operating hours 
and all day on Sundays and legal holidays. Tenant and its employees or agents must be sure that the doors to 
the Building are securely closed and locked when leaving after the normal hours of business for the Building. 
Tenant or any of Tenant’s Parties entering or leaving the Building at any time when it is locked, or any time 
when it is considered to be after normal business hours for the Building, may be required to sign the Building 
register. Access to the Building may be refused unless the person seeking access is known to the employee 
or agent of Landlord responsible for the Building, or unless the person seeking access has proper identification 
or has previously arranged for access to the Building. Landlord and its agents shall in no case be liable for any 
error with regard to the admission to or exclusion from the Building of any person. In case of invasion, mob riot, 
public excitement, or other commotion, Landlord reserves the right to prevent access to the Building during the 
continuance of same by any means it deems appropriate for the safety and protection of life and property. 

The normal hours of operation of the Building (“Normal Business Hours”) are 8:00 a.m. to 6:00 p.m. Monday 
through Friday, and 8:00 a.m. to 1:00 p.m. on Saturday. Such hours are subject to change by Landlord. Access 
to the Building and Property will be permitted during such hours. If Tenant desires access during other hours 
or on a Sunday or legal holiday, Tenant shall make appropriate prior arrangements with Landlord. Tenant will 
be responsible for any additional costs which may be incurred for extended hours of operations including, but 
not limited to, charges for heating and air conditioning services, electricity consumption, and security services. 
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Landlord shall have the right to prohibit any advertising by Tenant which, in Landlord’s opinion, tends to diminish 
the reputation of the Building or its desirability as an office and medical building and, upon written notice from 
Landlord, Tenant shall refrain from or discontinue such advertising. Tenant shall not distribute any advertising 
material in the common areas of the Building or outside of the Premises. 

No physician, surgeon, dentist, attorney, or other professional Tenant shall advertise in any manner which is 
prohibited by the code of ethics of the recognized association for such Tenant’s profession. 

No vending or coin operated machines shall be placed by Tenant within the Premises without the prior consent 
of Landlord. 

The requirements of Tenant will be attended to only upon written application to Landlord. Employees of 
Landlord or of contractors or agents retained by Landlord shall not perform any work or do anything outside of 
their regular duties except under special instructions from Landlord. 

Tenant shall not use any method of heating or air conditioning other than that which may be supplied by 
Landlord without Landlord’s prior written consent. 

In all carpeted areas where desks and chairs that are utilized by Tenant, Tenant shall, at Tenant’s cost, place 
mats under each and every chair in order to protect carpeting from unnecessary wear and tear. 

Tenant shall not waste electricity, water or utilities and agrees to cooperate fully with Landlord to assure the 
most effective and efficient operation of the Building’s heating and air condition systems. Tenant shall refrain 
from attempting to adjust any controls, other than room thermostats (if any) installed for Tenant’s use. 

Tenant shall comply with all safety, fire protection and evacuation procedures and regulations established by 
Landlord or any governmental authority or agency. 

Tenant assumes any and all responsibility for protecting its Premises from theft, robbery, and pilferage. Other 
than during normal business hours for the Building, Tenant shall keep its access doors locked and keep other 
means of entry to the Premises secured. 

Landlord shall have the right, but not the obligation, to control access to the Building at all times by messenger 
and delivery personnel, including without limitation, the right to refuse access unless Tenant is available to 
accept delivery. In no event shall Landlord or Landlord’s agents accept any delivery on behalf of Tenant unless 
Landlord has consented to the same and arrangements satisfactory to Landlord have been made in advance. 
Landlord and its agents shall in no case be liable for damages arising from admission to or exclusion from the 
Building of any messenger or delivery personnel. 

Tenant and its invitees shall comply with all speed limit, curb markings and directional and other signage located 
in or about the driveways and parking areas. All parking spaces are unreserved and unassigned unless 
otherwise  designated.  All  parking spaces shall be used only for parking of vehicles no larger than full size 
passenger automobiles, sports utility vehicles, pickup trucks and other non-commercial vehicles. The parking 
and drive areas of the Property shall be used only for parking and vehicle access for which they are intended, 
and shall be used exclusively by Tenant’s patients, customers, invitees, and visitors only during the hours of 
8:00am to 5pm, Monday through Friday. Tenant’s  employees  shall not use the parking areas of the Property. 
No vehicle shall be left standing overnight, parked in any fire lane, walkway, or areas designated as “no 
parking.” Landlord shall have the right to place violation stickers upon any vehicle that is in violation and/or 
have the vehicle towed at the owner’s expense. 

Tenant shall keep the public areas of the Building and the Property free of all debris, trash and rubbish 
generated  by Tenant’s use of the Premises. 

Landlord does not provide any security services for the Building or the Property. Tenant shall provide all security 
services and devices deemed appropriate by Tenant for the safety of Tenant, Tenant’s Parties and the 
Premises. 

No birds or animals shall be brought into the Building or kept in or about the Premises except for service 
animals.  No bicycles or shopping carts shall be brought into the Building or kept in or about the Premises. 
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Tenant shall not do or permit anything to be done in the Premises, or bring or keep anything in or about the 
Premises, which shall in any way increase the rate of any insurance on the Premises, the Building or any other 
tenant’s premises in the Building, or conflict with the regulations of the Fire Department or fire laws, or with any 
insurance policy upon the Building, or any part thereof. 

No hand trucks or vehicles, other than a wheel chair for an individual, shall be used in the elevator without 
Landlord’s prior approval. Any hand trucks permitted in the Building must be equipped with soft rubber tires 
and rubber side guards. 

In the event any demonstration, picketing, or other event or commotion is directed primarily at Tenant, Landlord 
may, but shall not be obligated to, charge directly to Tenant any additional direct or indirect costs occasioned 
thereby. 

Canvassing, soliciting and peddling in the Building or on the Property is prohibited except from within the 
Premises. 

Landlord shall have no liability to any tenant by reason of the non-compliance with or violation of these rules 
and regulations by any tenant. 

These rules and regulations are in addition to, and shall not be construed in any manner to modify or amend, 
in whole or in part, the covenants and agreements contained in any lease of a premises in the Building. 

Tenant shall be liable for all damage and injury to persons and property resulting from any non-compliance or 
violation of these rules and regulations by Tenant or any of Tenant’s Parties. 

Tenant shall not install or display any sign outside of the Premises. Landlord shall obtain, install and remove 
Building standard directory and suite signs, and exterior signs, if any, all at Tenant’s cost and expense. 

Tenant and Tenant’s Parties shall not go upon the roof of the Building. 

Landlord will provide Tenant with one set of keys consisting of one key for the exterior doors of the Building, 
one key for the public restrooms in the Building and one key to the Premises. If Tenant requires additional keys 
for the exterior doors of the Building or for the public restrooms, Landlord will have duplicate keys made at 
Tenant’s expenses. Keys to the exterior doors of the Building or to the public restrooms are not to be duplicated 
by Tenant. Tenant shall be responsible for the safekeeping of all keys. If Tenant or any of Tenant’s Parties 
loses any key to the exterior doors of the Building, Tenant shall immediately notify Landlord, and Tenant shall 
be responsible for any loss or damage resulting such loss including, but not limited to, the cost of rekeying the 
exterior doors of the Building and providing new keys to Tenant and the other tenants of the Building.  Upon  
expiration or termination of this Lease, Tenant shall return to Landlord all keys (including duplicate keys). 

The trash dumpsters and bins provided by Landlord for the use of the tenants of the Building shall be used only 
for the disposal of normal office trash. Trash and debris resulting from moving (including wooden pallets and 
boxes),  construction, medical procedures (including any biologically hazardous material, needles, drugs, 
chemicals or human wastes) and other activities other than office activities shall be properly stored in the 
Premises and disposed of separately by Tenant  at Tenant’s cost. 

Landlord reserves the right to amend or modify these rules and regulations and to make such other and further 
rules and regulations in its judgment may from time to time be necessary for the safety, cleanliness, and 
preservation of good order in the Building and on the Property. 

Landlord may waive any one or more of these rules and regulations for the benefit of any particular tenant or 
tenants, but no such waiver by Landlord shall be construed as a waiver of such rules and regulations in favor 
of any other lessee or lessees, nor prevent Landlord from thereafter enforcing any such rules and regulations 
against any or all of the tenants of the Building. 
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LEASE AGREEMENT 
 
This Lease Agreement (“Lease”) entered into and effective on February 1, 2021 (“Effective Date”) is made by 
and between SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM, a local health care district organized 
and operating pursuant to Division 23 of the California Health and Safety Code (“Landlord”), and MONTEREY 
BAY GI CONSULTANTS MEDICAL GROUP, INC., a California professional medical corporation. 

1. PREMISES. Landlord leases to Tenant, and Tenant leases from Landlord, upon terms and conditions 
set forth in this Lease, the premises described as Suite 201 consisting of three thousand one hundred 
seven (3,107) square feet (“Premises”) in the medical office building located at 212 San Jose Street, 
Salinas, California (“Building”) owned by Landlord. The Building, real property upon which the Building is 
located, and improvements located on such real property are referred to collectively as the “Property.” 

2. POSSESSION, OCCUPANCY, AND TERM COMMENCEMENT. Landlord shall deliver possession and 
occupancy of the Premises to Tenant and the Initial Term of the Lease shall commence upon completion of 
Tenant Improvements by Landlord and issuance of a certificate of occupancy by the City of Salinas (“Term 
Commencement Date”). Tenant Improvements to the Premises shall be made by Landlord based on 
specifications provided by Tenant based on plans and budget agreed to by Tenant and Landlord in advance of 
Effective Date. Tenant acknowledges that no representations regarding the condition of the Premises or 
improvements to the Premises have been made by Landlord unless expressly set forth in this Lease, or as 
mutually agreed to by the parties pursuant to written specifications for the Tenant Improvements. 

3. TERM. The Term of this Lease shall commence on the Term Commencement Date and continue in full 
force and effect for a period of five (5) years (“Initial Term”), or until this Lease is extended or terminated as 
otherwise provided in this Lease. 

3.1 OPTIONS TO EXTEND. Landlord grants to Tenant the right to extend the term of this Lease beyond the 
Initial Term as it applies to the Premises for three (3) additional terms of sixty (60) months each (each an 
“Extended Term”). Tenant shall exercise each Extended Term with respect to the Premises, if at all, by giving 
Landlord written notice exercising such each such Extended Term not later than six (6) months prior to the then 
scheduled date for expiration of this Lease. In no event shall any purported exercise of an Extended Term by 
Tenant be effective if any event of default by Tenant shall exist under this Lease at the time of giving of such 
notice or on the date of commencement of the Extended Term, in which event Tenant’s exercise of the Extended 
Term shall be null and void and the term of this Lease shall end and expire on the then scheduled date for 
expiration of the term without regard to the option or the Extended Term. Time is of the essence in the giving 
of notice of the exercise of each of Extended Term. Each Extended Term shall be upon the terms and conditions 
of this Lease. Base Rent for each Extended Term shall be adjusted as provided in Section 6.3 of this Lease. 

4. USE. 

4.1 General. Tenant shall use the Premises only as a medical office (“Permitted Use”). Tenant shall control 
Tenant’s employees, agents, patients, visitors, invitees, contractors, and subtenants (collectively, “Tenant’s 
Parties”) in such a manner that Tenant and Tenant’s Parties comply with the rules and regulations established 
by Landlord. Landlord grants to Tenant a revocable license for use of the parking areas and driveways of the 
Property by Tenant and Tenant’s Parties on a nonexclusive basis in common with other parties occupying the 
Building, subject to rules and regulations as Landlord may from time to time prescribe. Landlord may revoke 
such license upon occurrence of an event of default by Tenant. Notwithstanding any provision of this Lease to 
the contrary, Landlord shall have the right to restrict the parking provided on the Property and/or to require 
Tenant’s employees to park their vehicles in off-site locations. 

4.2 Limitations. Tenant shall not permit any odors, smoke, dust, gas, substances, noise, or vibrations to 
emanate from the Premises, or take any action which would disturb, obstruct, or endanger any other tenant of 
the Building or interfere with any tenant’s use of its respective premises or the Property. Storage outside the 
Premises of materials, vehicles, or any other items is prohibited. Tenant shall not use or allow the Premises to 
be used for any improper, immoral, or unlawful purpose. Tenant shall not cause or maintain or permit any 
nuisance in, on or about the Premises or the Property. Tenant shall not commit waste in, on, or about the 
Premises. Tenant shall not allow any sale by auction upon the Premises. Tenant shall not place or cause to be 
placed any load upon the floors, walls or any other part of the Premises or the Building that is in excess of their 
bearing capacity. 
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If Landlord reasonably determines that any action by Tenant places a load upon the floors, walls or any other 
portion of the Premises or the Building that is in excess of their capacity, then Landlord may retain an engineer 
to determine how to reduce excess load, and Tenant shall implement the recommendations of the engineer 
and shall pay to Landlord the fees and costs of such engineer upon written demand. Tenant shall not place any 
harmful liquids in the drainage or plumbing systems of the Building or Property. No waste, materials or refuse 
shall be permitted to remain outside the Premises, except in trash containers placed inside enclosures 
designated for that purpose by Landlord. 

4.3 Compliance with Regulations. By entering the Premises, Tenant accepts the Premises in the condition 
existing as of the date of such entry, subject to all existing or future applicable municipal, state and federal and 
other governmental statutes, regulations, laws, and ordinances, including zoning ordinances and regulations 
governing and relating to the use, occupancy and possession of the Premises and the use, storage, generation 
and disposal of Hazardous Materials in, on and under the Premises (collectively “Regulations”). Tenant shall, 
at Tenant’s sole expense, strictly comply with all Regulations relating to the Premises and the use of the 
Premises and/or the use, storage, generation of Hazardous Materials in, on and under the Premises. Tenant 
shall at its sole cost and expense obtain any and all licenses or permits necessary for Tenant’s use of the 
Premises. Tenant shall promptly comply with the requirements of any board of fire underwriters or other similar 
body. Tenant shall not do or permit anything to be done in, on, or about the Premises or bring or keep anything 
on the Premises which will in any way increase the rate of any insurance upon the Premises, Building or 
Property or upon any contents therein, or cause a cancellation of insurance or otherwise affect insurance in any 
manner. Tenant shall indemnify, defend, protect and hold Landlord harmless from and against all loss, cost, 
expense, damage, attorneys’ fees or liability arising out of the failure of Tenant to comply with any Regulations 
or with the requirements as set forth in this Lease. 

4.4 Hazardous Materials. Tenant shall not cause, or allow any of Tenant’s Parties to cause, any Hazardous 
Materials to be used, generated, stored, released or disposed of on or about the Premises, the Building or the 
Property, except in connection with the Permitted Use of the Premises as specified in the Basic Lease 
Information. The use, generation, storage, release and/or disposal of any Hazardous Materials by Tenant under 
this Lease shall be made only in compliance with all federal, state and local statutes, laws ordinances, and all 
rules and regulations of governmental authorities having jurisdiction. “Hazardous Materials” shall include, but 
not be limited to, hazardous, toxic and radioactive materials and those substances defined as “hazardous 
substances,” “hazardous materials,” “hazardous wastes,” “toxic substances,” or other similar designations in 
any federal, state, or local law, regulation, or ordinance. Landlord shall have the right at all reasonable times to 
inspect the Premises and to conduct tests and investigations to determine whether Tenant is in compliance with 
the foregoing provisions, the costs of all such inspections, tests and investigations to be borne by Tenant. 
Tenant shall indemnify, defend, protect and hold Landlord harmless from and against all liabilities, losses, costs 
and expenses, demands, causes of action, claims or judgments directly or indirectly arising out of the use, 
generation, storage, release or disposal of Hazardous Materials by Tenant or any of Tenant’s Parties, which 
indemnity shall include, without limitation, the cost of any required or necessary repair, cleanup, or 
detoxification, and the preparation of any closure or other required plans, whether such action is required or 
necessary prior to or following the expiration or termination of this Lease. Neither written consent by Landlord 
to the use, generation, storage or disposal of Hazardous Materials nor strict compliance by Tenant with all 
Regulations pertaining to Hazardous Materials shall excuse Tenant from Tenant’s obligation of indemnification 
under this Lease. Tenant’s obligations of indemnity shall survive the expiration or termination of this Lease. 

4.5 Medical, Biological Waste and Sharps. Tenant shall comply with all requirements of Landlord’s janitorial 
service company and shall separate needles, sharps, items contaminated with bodily fluids, and other 
biologically hazardous materials from routine waste materials to be collected by Landlord’s janitorial service 
company. Tenant, at Tenant’s sole cost and expense, shall be solely responsible for, and shall arrange for, the 
proper, safe collection and disposal of all needles, items contaminated with bodily fluids, and other biologically 
hazardous materials from the Premises on a daily basis. 

5. RULES AND REGULATIONS. Tenant shall comply with any rules and regulations Landlord may from 
time to time prescribe in writing for the purpose of maintaining the proper operation, use, care, cleanliness, 
safety, traffic flow and general order of the Premises, Building, or Property. Tenant shall cause Tenant’s Parties 
to comply with such rules and regulations. Landlord shall not be responsible to Tenant for the non-compliance 
by any other tenant or occupant of the Building with any of the rules and regulations. Landlord’s Rules and 
Regulations as of the date of this Lease are attached as Exhibit B to this Lease. 
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6. RENT. 

6.1 Base Rent. Tenant shall pay to Landlord throughout the Initial Term, without notice or demand, Base 
Rent (NNN-triple net) at the rate of two dollars and thirty cents ($2.30) per square foot of the Premises equal 
to the amount of seven thousand one hundred forty-six dollars and ten cents ($7,146.10), payable in 
monthly installments in advance on or before the first (1st) day of each calendar month, without deduction or 
offset, at the address of Landlord specified by Landlord, or to such other place as Landlord may from time to 
time designate in writing. Base Rent and Tenant’s Proportionate Share of Basic Operating Cost for the first full 
month of the Term shall be paid by Tenant upon the Term Commencement Date. If the obligation for payment 
of Base Rent commences on a day other than the first (1st) day of a calendar month, then Base Rent shall be 
prorated based on a thirty (30) day month and the prorated installment shall be paid on the first (1st) day of the 
first (1st) calendar month following the Term Commencement Date. 

6.2 Additional Rent. All monies other than Base Rent required to be paid by Tenant under this Lease, 
including, but not limited to, any interest or late charge under this Lease, any sums paid and costs incurred by 
Landlord pursuant to Section 31, and Tenant’s Proportionate Share of Basic Operating Cost, as specified in 
Section 7, shall be additional rent (“Additional Rent”). “Rent” shall mean Base Rent and Additional Rent. 

6.3 Base Rent Adjustment for Extended Terms. The Monthly Base Rent set forth in Section 6.1 of this Lease 
shall apply during the Initial Term of this Lease. Upon exercise by Tenant of any option to extend this Lease, 
the parties shall mutually agree upon a then-current fair market value for Base Rent for the Extended Term 
based upon a market analysis provided by a third party with experience determining market values in the area. 

7. BASIC OPERATING COST. 

7.1 Definition of Basic Operating Cost.  In addition to the Base Rent, Tenant shall pay Tenant’s 
Proportionate Share as defined in the Basic Lease Information of Basic Operating Cost as set forth below. 
Landlord shall account for each item of Basic Operating Cost as either a cost attributable to the Building or to 
the Property, as determined by Landlord in Landlord’s sole discretion, and unless provided to the contrary in 
this Lease, Tenant shall pay Tenant’s Proportionate Share of each item of Basic Operating Cost, as specified 
in the Basic Lease Information. “Basic Operating Cost” shall mean all expenses and costs which Landlord shall 
pay or become obligated to pay, because of or in connection with the ownership, management, maintenance, 
preservation and operation of the Property and its supporting facilities (determined in accordance with generally 
accepted accounting principles, consistently applied} including but not limited to the following: 

a. Taxes. All real property taxes, possessory interest taxes, business or license taxes or fees, 
service payments in lieu of such taxes or fees, annual or periodic license or use fees, excises, transit 
charges, housing fund assessments, open space charges, assessments, levies, fees or charges, 
general and special, ordinary and extraordinary, unforeseen as well as foreseen, of every kind (including 
fees “in-lieu” of any such tax or assessment) which are assessed, levied, charged, confirmed, or 
imposed by any public authority upon the Property, its operations or the rentals received by Landlord 
from the Property or any portion or component thereof, or any tax imposed in substitution, partially or 
totally, of any foregoing item, or any additional item the nature of which is similar to any of the foregoing 
items (all of the foregoing being hereinafter collectively referred to as “real property taxes”), except (i) 
inheritance or estate taxes imposed upon or assessed against the Property, or any part thereof or 
interest therein, and (ii) taxes computed upon the basis of the net income of Landlord or the owner of 
any interest therein, except as otherwise provided in the following sentence.  

b. Insurance. All insurance premiums and costs, including but not limited to, any deductible 
amounts, incurred by Landlord with respect to Landlord’s insurance, as set forth in Section 8. 

c. Repairs and Improvements. Repairs, replacements and general maintenance for the Premises, 
Building and Property, except for those repairs expressly made the responsibility of Landlord pursuant 
to the provisions of this Lease, repairs to the extent paid for by proceeds of insurance or by Tenant or 
other third parties, and alterations attributable solely to tenants of the Building other than Tenant. 

d. Legal and Accounting. Legal and accounting expenses relating to the Property, including the 
cost of audits by certified public accountants. 
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e. Services. All expenses related to maintenance, janitorial, and services, costs of supplies, and 
equipment, used in maintaining Premises, Building, and Property, and associated equipment, and the 
adjacent sidewalks, driveways, parking and service areas, including, without limitation, alarm service, 
window cleaning, elevator maintenance, Building interior and exterior maintenance and Property 
landscaping. Landlord will provide routine janitorial service to the Premises (excluding supplies and 
consumable items) in accordance with the service agreement with Landlord’s janitorial service company. 

f. Utilities. Costs of electricity, water, gas, sewer and other utility services supplied to or consumed 
on all or a portion of the Premises, Building or Property that are not billed directly to tenants, including, 
but not limited to, surcharges, assessments or impositions levied, assessed or imposed upon the 
Premises, the Building or the Property or any part thereof, or upon the use and occupancy of the 
Premises, the Building or the Property, as a result of any rationing of utility services or restriction on the 
use or quality of utility services supplied to the Premises, the Building and/or the Property. 

If the Building is not fully occupied during any fiscal year of the Term as determined by Landlord, an 
adjustment shall be made in computing Basic Operating Cost for such year so that Tenant pays an 
equitable portion of all variable items of Basic Operating Cost, as reasonably determined by Landlord; 
provided, however, that Landlord shall not be entitled to collect in excess of one hundred percent (100%) 
of the total Basic Operating Cost from all of the tenants in the Building including Tenant. 

7.2 Exclusions. Basic Operating Cost shall not include specific costs incurred for the account of, separately 
billed to, and paid by specific tenants. Notwithstanding anything in this Lease to the contrary, where Landlord, 
in Landlord’s sole discretion, deems Tenant to be responsible for any amounts greater than Tenant’s 
Proportionate Share, Landlord shall have the right to allocate costs in any manner Landlord deems appropriate. 

7.3 Payment of Estimated Basic Operating Cost. “Estimated Basic Operating Cost” for any particular fiscal 
year shall mean Landlord’s estimate of the Basic Operating Cost for such fiscal year made as hereinafter 
provided. Landlord shall have the right from time to time to revise its fiscal year and interim accounting periods 
so long as the periods as so revised are reconciled with prior periods in accordance with generally accepted 
accounting principles applied in a consistent manner. During the last month of each fiscal year during the Term, 
or as soon thereafter as practicable, Landlord shall give Tenant written notice of the Estimated Basic Operating 
Cost for the ensuing fiscal year. Tenant shall pay Tenant’s Proportionate Share of the Estimated Basic 
Operating Cost with installments of Base Rent for the fiscal year to which the Estimated Basic Operating Cost 
applies in monthly installments on the first (1st) day of each calendar month during such fiscal year, in advance. 
If at any time during the course of the fiscal year, Landlord determines that Basic Operating Cost is projected 
to vary from the then Estimated Basic Operating Cost by more than ten percent (10%), Landlord may, by written 
notice to Tenant, revise the Estimated Basic Operating Cost for the balance of such fiscal year, and Tenant’s 
monthly installments for the remainder of such fiscal year shall be adjusted so that by the end of such fiscal 
year Tenant has paid to Landlord Tenant’s Proportionate Share of the revised Estimated Basic Operating Cost 
for such fiscal year. 

7.4 Computation of Basic Operating Cost Adjustment. “Basic Operating Cost Adjustment” shall mean the 
difference between Estimated Basic Operating Cost and Basic Operating Cost for any fiscal year determined 
as hereinafter provided. Within one hundred twenty (120) days after the end of each fiscal year, or as soon 
thereafter as practicable, Landlord shall deliver to Tenant a written statement of Basic Operating Cost for the 
fiscal year just ended and a computation of Basic Operating Cost Adjustment (the “Statement”). If the Statement 
shows that the total of Tenant’s payments based upon the Estimated Basic Operating Cost is less than Tenant’s 
Proportionate Share of the Basic Operating Cost, then Tenant shall pay the difference to Landlord within twenty 
(20) days after receipt of such statement. If the Statement shows that the total of Tenant’s payments of the 
Estimated Basic Operating Cost exceeds Tenant’s Proportionate Share of the Basic Operating Cost, then 
provided that Tenant is not in default under this Lease Landlord shall credit the excess to the next installment 
of the Estimated Basic Operating Cost payable by Tenant. If this Lease has been terminated or the Term hereof 
has expired prior to the date of the Statement, then the Basic Operating Cost Adjustment shall be paid by the 
appropriate party within twenty (20) days after the date of delivery of the Statement. Should this Lease 
commence or terminate at any time other than the first day of the fiscal year, Tenant’s Proportionate Share of 
the Basic Operating Cost Adjustment shall be prorated based upon the number of calendar days during such 
fiscal year that this Lease is in effect. 

// 
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7.5 Net Lease. This shall be an absolute net Lease and Base Rent shall be paid to Landlord absolutely net 
of all costs and expenses of the Building and Property, except as specifically provided to the contrary in this 
Lease. The provisions for payment of Basic Operating Cost and the Basic Operating Cost Adjustment are 
intended to pass onto Tenant and reimburse Landlord for all costs and expenses of the nature described in 
Section 7.1 incurred in connection with the ownership, maintenance and operation of the Building and Property 
and such additional facilities as may be determined by Landlord to be necessary to the Building or Property. 

7.6 Tenant Audit. Each Statement shall be conclusive and binding upon Tenant unless within thirty (30) 
days after receipt of the Statement Tenant shall notify Landlord in writing that Tenant disputes the correctness 
of such Statement, specifying the particular respects in which the Statement is claimed to be incorrect. Following 
Landlord’s receipt of Tenant’s notice disputing any Statement, Landlord and Tenant shall meet and attempt to 
resolve the matters in dispute. If the matters in dispute are not  resolved by Landlord and Tenant within thirty 
(30) days following Landlord’s receipt of Tenant’s dispute notice, then Tenant shall have the right, by written 
notice delivered to Landlord not later than sixty (60) days following the receipt of the Statement in dispute and 
upon the condition that Tenant shall first pay to Landlord the full amount in dispute, to request an independent 
audit of Landlord’s books and records with respect to Basic Operating Cost for the matters in dispute. The 
independent audit of the books and records shall be conducted by a Certified Public Accountant not then 
employed by, affiliated with or related to either Landlord or Tenant who is to be compensated on an hourly basis 
and is otherwise acceptable to both Landlord and Tenant (“CPA”). If, within thirty (30) days after Landlord’s 
receipt of Tenant’s notice requesting an audit, Landlord and Tenant are unable to agree on the CPA to conduct 
such audit, then Landlord may designate an accounting firm not then employed by, affiliated with or related to 
Landlord or Tenant to conduct such audit. Such audit shall be completed and the final audit report delivered to 
Landlord and Tenant no later than thirty (30) days after Tenant’s notice requesting such audit. Tenant shall 
have the right to request an audit any Statement provided by Landlord only once. The Basic Operating Cost 
Adjustment shall be appropriately adjusted on the basis of such audit. Tenant shall pay the costs of the audit 
and the fees of the auditors; provided, however, if such audit discloses a liability for a refund to Tenant in excess 
of ten percent (10%) of Tenant’s Proportionate Share of the Basic Operating Cost Adjustment previously 
reported in the Statement, then the reasonable cost of such audit shall be borne by Landlord. 

8. INSURANCE AND INDEMNIFICATION. 

8.1 Landlord’s Insurance. Landlord agrees to maintain insurance insuring the Building against fire, lightning, 
vandalism and malicious mischief (including, if Landlord elects in its sole discretion, “All Risk” or “Special Form”, 
earthquake, and/or flood insurance coverage), in an amount not less than eighty percent (80%) of the 
replacement cost thereof, with deductibles and the form and endorsements of such coverage as selected by 
Landlord in its sole discretion. Such insurance may also include, at Landlord’s option, insurance against loss of 
Base Rent and Additional Rent, in an amount equal to the amount of Base Rent and Additional Rent payable 
by Tenant for a period of at least twelve (12) months commencing on the date of loss. Such insurance shall be 
for the sole benefit of Landlord and under Landlord’s sole control. Landlord shall not be obligated to insure any 
furniture, equipment, machinery, goods or supplies which Tenant may keep or maintain in the Premises, or any 
leasehold improvements, additions or alterations within the Premises. Landlord may also carry such other 
insurance as Landlord may deem prudent or advisable, including, without limitation, liability insurance, in such 
amounts and on such terms as Landlord shall determine from time to time. 

8.2 Tenant’s Insurance. Tenant shall procure at Tenant’s sole cost and expense and keep in effect from the 
Term Commencement Date and at all times during the Term of this Lease the following forms of insurance: 

a. Property Insurance. “All-risk” or “Special Form” property insurance, with theft, vandalism, 
sprinkler leakage and malicious mischief endorsements, on all personal property, equipment and 
fixtures of Tenant and all leasehold improvements, additions and alterations made by or for Tenant to 
the Premises, insuring such property for the full replacement value of such property, and replacement 
and/or repair of plate glass within the Premises. So long as this Lease remains in effect, the proceeds 
of Tenant’s property insurance shall be used solely for the repair or replacement of the fixtures, 
equipment and improvements so insured. Landlord shall be named as a loss payee on such insurance. 

b. Liability Insurance. Commercial General Liability insurance applying to the use and occupancy 
of the Premises and the Property, and any part of either, and any areas adjacent thereto, and the 
business operated by Tenant, or by any other occupant on the Premises. Such insurance shall include 
Broad Form Contractual Liability insurance coverage insuring all of Tenant’s indemnity obligations under 
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this Lease. Such coverage shall have a minimum combined single limit of liability (per occurrence and 
aggregate) of at least Three Million Dollars ($3,000,000.00). All such policies shall be written to apply to 
all bodily injury, property damage or loss, personal injury and other covered loss, however occasioned, 
occurring during the policy term, shall be endorsed to add Landlord, Landlord’s property manager and 
any person or entity holding an interest in or encumbrance on the Property or any part thereof, as an 
additional insured, and shall provide that such coverage shall be primary and not contributory with any 
insurance maintained by Landlord. Such policies shall also contain endorsements: (i) deleting any 
employee exclusion on personal injury coverage; (ii) including employees as additional insureds; (iii) 
deleting any liquor liability exclusion; (iv) providing broad form property damage, products completed 
operations, and owner’s protective and personal injury coverage; and (v) providing for coverage of 
employer’s automobile non-ownership liability. All such insurance shall provide for severability of 
interests; shall provide that an act or omission of one of the named insureds or additional insureds shall 
not reduce or void coverage to the other named insureds or additional insureds; and shall afford 
coverage for all claims based on acts, omissions, injury and damage, which claims occurred or arose 
(or the onset of which occurred or arose) in whole or in part during the policy period. Said coverage shall 
be written on an “occurrence” basis. 

c. Workers’ Compensation Insurance. Workers’ Compensation insurance with limits of liability not 
less than the minimum amount required by applicable law, and Employer’s Liability insurance with limits 
of liability not less than that specified for Tenant’s liability insurance. Landlord, Landlord’s property 
manager and any person or entity holding an interest in or encumbrance on the Property or any part 
thereof shall be named as an additional insured under Tenant’s Employer’s Liability insurance. 

d. General Insurance Requirements. All coverages described in this Section shall be endorsed to 
provide Landlord with thirty (30) days’ notice of cancellation or change in terms or coverage. If at any 
time during the Term the amount or coverage of insurance which Tenant is required to carry under this 
Section. is, in Landlord’s reasonable judgment, materially less than the amount or type of insurance 
coverage typically carried by owners or tenants of properties located in the general area in which the 
Property is located which are similar to and operated for similar purposes as the Property, Landlord shall 
have the right to require Tenant to increase the amount or change the types of insurance coverage 
required. All insurance policies required to be carried by Tenant under this Lease shall be written by 
companies rated NVIII or better in “Best’s Insurance Guide” and authorized to do business in California. 
Deductible amounts shall not exceed One Thousand Dollars ($1,000.00). Tenant shall deliver to 
Landlord on or before the Term Commencement Date, and thereafter at least thirty (30) days before the 
expiration dates of the expiring policies, certified copies of Tenant’s insurance policies, or a satisfactory 
certificate evidencing the same issued by the insurer, showing that all premiums have been paid for the 
full policy period (but in no event less than one (1) year); and, in the event Tenant shall fail to procure 
such insurance, or to deliver such policies or certificates, Landlord may, at Landlord’s option and in 
addition to Landlord’s other remedies hereunder, procure the same for the account of and at the expense 
of Tenant, and the costs incurred by Landlord, together with interest at the Applicable Interest Rate from 
the date incurred, shall be paid to Landlord by Tenant as Additional Rent upon demand. 

e. Minimum Requirements. The requirements for Tenant’s insurance contained in this Lease are 
minimum requirements and Tenant shall be solely responsible for determining the scope and amount of 
insurance coverage to be maintained by Tenant. The scope and amount of insurance coverage required 
in this Lease shall not limit the liability of Tenant under this Lease. 

8.3 Indemnification. Landlord shall not be liable to Tenant for any loss or damage to person or property 
caused by theft, fire, acts of nature, acts of a public enemy, riot, strike, insurrection, war, court order, requisition 
or order of governmental body or authority or for any damage or inconvenience which may arise through repair 
or alteration of any part of the Building or Property or failure to make any such repair, except as expressly 
otherwise provided in Section 10. Tenant shall indemnify, defend by counsel acceptable to Landlord, protect 
and hold Landlord harmless from and against any and all liabilities, losses, costs, damages, injuries or 
expenses, including reasonable attorneys’ fees and court costs, arising out of or related to: (i) claims of injury 
to or death of persons or damage to property occurring or resulting directly or indirectly from the use or 
occupancy of the Premises, or from activities of Tenant, Tenant’s Parties or anyone in or about the Premises 
or Property, or from any cause whatsoever; (ii) claims for work or labor performed, or for materials or supplies 
furnished to or at the request of Tenant in connection with performance of any work done for the account of 
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Tenant within the Premises or Property; and (iii) claims arising from any breach or default on the part of Tenant 
in the performance of any covenant contained in this Lease. The foregoing indemnity shall not be applicable to 
claims arising from the sole active negligence or willful misconduct of Landlord.  The provisions of this Section 
8.3. shall survive the expiration or termination of this Lease with respect to any claims or liability occurring or 
the onset of which occurred prior to such expiration or termination. 

9. WAIVER OF SUBROGATION. To the maximum extent permitted by law and without affecting the 
coverage provided by insurance to be maintained hereunder, Landlord and Tenant each waive any right to 
recover against the other for damage to property including the personal property of Tenant and Tenant’s Parties 
and damage to the Premises, Building and Property, to the extent such damage is covered by insurance 
maintained or required to be maintained by the parties and to the extent of insurance proceeds actually 
recovered. This provision is intended to waive fully, and for the benefit of each party, any rights and/or claims 
which might give rise to a right of subrogation in favor of any insurance carrier. The insurance coverages 
obtained by each party pursuant to this Lease shall include, without limitation, a waiver of subrogation by the 
carrier which conforms to the provisions of this Section 9. 

10. LANDLORD’S REPAIRS AND SERVICES. Landlord shall at Landlord’s expense maintain the structural 
soundness of the structural beams of the roof, foundations and exterior walls of the Building in good repair, 
reasonable wear and tear and casualty damage excepted. The term “exterior walls” as used herein shall not 
include windows, glass or plate glass, doors, storefronts or office entries. Landlord shall perform on behalf of 
Tenant and other tenants of the Building and as an item of Basic Operating Cost, the maintenance of the 
Building, Property, and public and common areas of the Building and Property, including but not limited to the 
maintenance, repair or replacement (as determined by Landlord in its sole discretion) of the roof and roof 
membrane; pest extermination; cleaning and maintenance of the landscaped areas, parking areas, driveways 
and truck staging areas; maintenance of fire sprinkler systems (if any), sanitary and storm sewer lines, utility 
and telephone lines and equipment servicing and outside of the Premises and the premises of other tenants; 
exterior lighting (if any), and anything which affects the operation or exterior appearance of the Building or 
Property, which determination shall be at Landlord’s sole discretion. Landlord may enter into a regularly 
scheduled preventive maintenance/service contracts with a maintenance contractors for periodic inspection and 
servicing of elements of the Building including, but not limited to, the heating and air conditioning systems and 
elevator serving the Building. Except for the expenses directly involving the items specifically described in the 
first sentence of  this Section 10, Tenant shall reimburse Landlord for all such costs in accordance with Section 
7. Any damage caused by or repairs necessitated by any act or omission of Tenant or Tenant’s Parties may be 
repaired by Landlord at Landlord’s option and at Tenant’s expense, and the costs incurred by Landlord, together 
with interest at the Applicable Interest Rate from the date incurred, shall be paid to Landlord by Tenant as 
Additional Rent. Tenant shall immediately give Landlord written notice of any defect or need for repairs after 
which Landlord shall have a reasonable time within which to repair. Landlord’s liability with respect to any 
defects, repairs, or maintenance for which Landlord is responsible under any of the provisions of this Lease 
shall be limited to the cost of such repairs or maintenance and Landlord shall not be liable for any injury to or 
interference with Tenant’s business arising from the performance of any repairs, maintenance, alteration, or 
improvement in or to any portion of the Premises, Building, or Property or to any fixtures, appurtenances or 
equipment serving the Premises, Building, or Property or the failure of Landlord to perform any repairs, 
maintenance, alteration or improvement. Landlord’s obligation under this Section 10 is subject to the condition 
precedent that Landlord shall have received written notice of the need for such repairs and maintenance and 
has been afforded a reasonable time after receipt of such notice to perform such repairs and maintenance. 

11. TENANT’S REPAIRS. Tenant shall at Tenant’s expense maintain all parts of the Premises in a good 
clean and secure condition and promptly make all necessary repairs and replacements, including but not limited 
to all windows, glass, doors, walls and wall finishes, floor covering, heating, ventilating and air conditioning 
systems and fixtures, plumbing work and fixtures, electrical and lighting systems and fixtures, and fire sprinklers 
(if any). Tenant shall at Tenant’s expense also perform regular removal of trash and debris except as provided 
by Landlord’s janitorial service company. Tenant shall not damage any part of the Premises or disturb the 
integrity and support provided by any wall and shall, at its sole expense, immediately repair any damage to any 
wall caused by Tenant or Tenant’s Parties. Landlord and Tenant agree that the rights and obligations of the 
parties regarding the repair and maintenance of the Premises, Building and Property are to be governed solely 
by the provisions of Sections 10 and 11. To the fullest extent permitted by law, Tenant waives any right which 
Tenant may now or hereafter hold to make any repairs at the expense of Landlord, to require Landlord to make 
any repairs other than those specified in Section 10 or to apply any Rent to the making of any repairs. 
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12. ALTERATIONS. Tenant shall not make, or allow to be made, any alterations additions, improvements 
or changes in the improvements in, about or to the Premises without obtaining the prior written consent of 
Landlord, which consent shall not be unreasonably withheld with respect to proposed alterations, additions, 
improvements or changes which: (i) comply with all applicable laws, ordinances, rules and regulations; (ii) are 
in Landlord’s opinion compatible with the Building and its mechanical, plumbing, electrical, HVAC systems; and 
(iii) will not interfere with the use and occupancy of any other portion of the Building by any other tenant or its 
invitees. All such removals and restoration shall be accomplished in a good and workmanlike manner so as not 
to cause any damage to the Premises, Building or Property whatsoever. If Tenant fails to so remove such 
alterations, additions or improvements or Tenant’s trade fixtures or furniture, Landlord may keep and use them 
or remove them and cause them to be stored or sold in accordance with applicable law, at Tenant’s sole 
expense. In addition to and wholly apart from Tenant’s obligation to pay Tenant’s Proportionate Share of Basic 
Operating Cost, Tenant shall be responsible for and shall pay prior to delinquency any taxes or governmental 
service fees, possessory interest taxes, fees or charges in lieu of any such taxes, capital levies, or other charges 
imposed upon, levied with respect to or assessed against Tenant’s personal property, on the value of the 
alterations, additions, improvements or changes within the Premises, and on Tenant’s interest in the Premises 
created pursuant to this Lease. To the extent that any such taxes are not separately assessed or billed to 
Tenant, Tenant shall pay the amount thereof as invoiced to Tenant by Landlord. 

13. SIGNS. Tenant shall not place or permit to be placed any sign, display, notice or advertisement which 
is visible in or from the corridors, common areas or exterior of the Premises or Building. Landlord shall furnish 
standard signage at the Premises and on the lobby directory consistent with the signage of the Building, which 
Landlord shall obtain and install at Tenant’s expense.  Landlord shall remove all such signage prior to the 
termination of this Lease at Tenant’s expense. As a Basic Operating Cost, Landlord will provide standard 
signage in the common areas of the Building identifying the tenants of the Building including Tenant. If additional 
exterior signage is provided by Landlord, the cost of the construction and maintenance of such signage shall 
be included in Basic Operating Cost. 

14. INSPECTION. After reasonable notice, except in emergencies where no such notice shall be required, 
Landlord, and Landlord’s agents and representatives, shall have the right to enter the Premises: to inspect the 
same, to perform such work as may be permitted or required hereunder; to make repairs or alterations to the 
Premises, Building or Property or to other tenant premises within the Building; to deal with emergencies; to post 
such notices as may be permitted or required by law to prevent the perfection of liens against Landlord’s interest 
in the Property; to exhibit the Premises to prospective tenants, purchasers, encumbrancers or others; or for any 
other purpose as Landlord may deem necessary or desirable; provided, however, that Landlord shall use 
reasonable efforts not to unreasonably interfere with Tenant’s business operations. Tenant shall not be entitled 
to any abatement of Rent by reason of the exercise of any such right of entry and the exercise of such right of 
entry shall not in any event be deemed a constructive eviction. At any time within one hundred eighty (180) 
days prior to the end of the Term, Landlord shall have the right to erect on the Premises, Building and/or 
Property a suitable sign indicating that the Premises are available for lease. Tenant shall give written notice to 
Landlord at least thirty (30) days prior to expiration of the Term of this Lease and shall meet with Landlord for 
a joint inspection of the Premises at the time of such expiration. In the event of Tenant’s failure to give such 
notice or participate in such joint inspection, Landlord’s inspection at or after expiration of the Term of this Lease 
shall be deemed correct for purposes of determining Tenant’s responsibility for repairs and restoration. 

15. UTILITIES. Tenant shall pay directly for all water, gas, heat, air conditioning, light, power, telephone, 
sewer, sprinkler charges and other utilities and services used on or from the Premises, together with any taxes, 
penalties, surcharges or the like pertaining thereto, and maintenance charges for utilities and shall furnish all 
electric light bulbs, ballasts and tubes. If any such services are not separately metered to the Premises, Tenant 
shall pay a reasonable proportion of all charges for such utilities and services jointly serving other premises, as 
determined by Landlord. Landlord shall not be liable for any damages directly or indirectly resulting from nor 
shall the Rent or any monies owed Landlord under this Lease be abated by reason of: (i) the installation, use 
or interruption of use of any equipment used in connection with the furnishing of any such utilities or services; 
(ii) the failure to furnish or delay in furnishing any such utilities or services when such failure or delay is caused 
by acts of nature, labor disturbances, accidents or other conditions beyond the reasonable control of Landlord; 
or (iii) the limitation, curtailment, rationing or restriction on use of water, electricity, gas or any other form of 
energy or any other service or utility whatsoever serving the Premises or Property. Landlord shall be entitled to 
cooperate voluntarily with the efforts of national, state or local governmental agencies or utility suppliers in 
reducing energy or other resource consumption. 

Page 99 of 189



9 

16. SUBORDINATION. Without the necessity of any additional document being executed by Tenant for the 
purpose of effecting a subordination, this Lease is and shall remain subject and subordinate at all times to: (i) 
all ground leases or underlying leases which may now exist or hereafter be executed affecting the Premises 
and/or Property; and (iii) any mortgage or deed of trust which may now exist or be placed upon the Property, 
land, ground leases or underlying leases, or Landlord’s interest or estate in any of said items which is specified 
as security. Notwithstanding the foregoing, Landlord shall have the right to have this Lease prior to any such 
ground leases or underlying leases, mortgages or deeds of trust. In the event that any ground lease or 
underlying lease terminates for any reason or any mortgage or deed of trust is foreclosed or a conveyance in 
lieu of foreclosure is made for any reason, Tenant shall attorn to and become the Tenant of the successor in 
interest to Landlord at the option of such successor in interest. Within ten (10) days after request by Landlord, 
Tenant shall execute and deliver any documents evidencing or confirming such matters, in the form requested 
by Landlord or by any ground landlord, mortgagee, or beneficiary under a deed of trust. If Tenant fails to execute 
and deliver such documents within the time period specified in Landlord’s notice (not be less than ten (10) days 
after receipt of the requested documents by Tenant), then Tenant shall be conclusively deemed to have certified 
as true and accurate the matters set out in the documents delivered by Landlord to Tenant, and such failure 
shall, at the election of Landlord, constitute an event of default by Tenant under this Lease. 

17. ESTOPPEL CERTIFICATE. At any time and from time to time, upon not less than ten (10) days’ prior 
written notice by Landlord, Tenant shall deliver to Landlord, or Landlord’s designee, an estoppel certificate 
stating with such noted factual exceptions that: this Lease is in full force and effect; the date to which Rent has 
been paid; the Term Commencement Date and the date of expiration of the Term; and such other matters 
pertaining to this Lease as may be reasonably requested by Landlord. Failure by Tenant to execute and deliver 
such certificate shall constitute an acknowledgment by Tenant that the statements included in such certificate 
are true and correct without exception. Landlord and Tenant intend that any statement delivered pursuant to 
this Section 18 may be relied upon by any mortgagee, beneficiary, purchaser or prospective purchaser of the 
Property or any interest therein. The parties agree that Tenant’s obligation to furnish such estoppel certificates 
in a timely fashion is a material inducement for Landlord’s execution of this Lease, and shall be an event of 
default if Tenant fails to fully and timely comply. 

18. NO SECURITY DEPOSIT REQUIRED. No Security Deposit shall be required under this Lease. 

19. ASSIGNMENT AND SUBLETTING. 

19.1 General. Tenant shall not assign or sublet the Premises or any part of the Premises without Landlord’s 
prior written consent, which shall not be unreasonably withheld. Tenant agrees that Landlord operates the 
Premises and Property as a medical office building supporting the operation of the Landlord’s hospital located 
adjacent to the Premises and Property, and therefore all subtenants or assignees must be considered by 
Landlord to be complementary to such use. No assignment or subletting by Tenant shall relieve Tenant of any 
obligation under this Lease. Any assignment or subletting which conflicts with the provisions of this Section 19 
shall be void. 

19.2 Bonus Rent. If any rent or other consideration realized by Tenant (or benefiting Tenant) under any 
sublease or assignment is in excess of the Base Rent payable under this Lease, then Tenant shall pay to 
Landlord all of such excess as and when received by Tenant. In any subletting or assignment undertaken by 
Tenant, Tenant shall diligently seek to obtain the maximum rental amount available in the marketplace for such 
subletting or assignment. Such consideration shall include all monetary and non-monetary consideration 
received by Tenant in connection with any such subletting or assignment, whether or not attributable to the 
value of this Lease or the Premises. Any non-monetary consideration shall be converted to its reasonable 
monetary equivalent for purposes of this Section 19.2. 

19.3 Corporation. If Tenant is a corporation, a transfer of corporate shares by sale, assignment, bequest, 
inheritance, operation of law or other disposition (including a transfer to or by a receiver or trustee in federal or 
state bankruptcy, insolvency or other proceedings), so as to result in a change in the control of such corporation 
or any of its parent corporations by the person or persons owning a majority of said corporate shares as of the 
date of this Lease, shall constitute an assignment for purposes of this Lease. 

// 

// 
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19.4 Partnership. If Tenant is a partnership, joint venture or other business entity, a transfer of the interest of 
persons, firms or entities responsible for managerial control of Tenant by sale, assignment, bequest, 
inheritance, operation of law or other disposition, so as to result in a change in the control of said entity as of 
the date of this Lease and/or a change in the identity of the persons responsible for the general credit obligations 
of said entity as of the date of this Lease, shall constitute an assignment for all purposes of this Lease. 

19.5 No Mortgage, Pledge or Encumbrance. Tenant shall not mortgage, pledge, encumber or otherwise 
create any lien upon the leasehold estate created by this Lease, any of the interest of Tenant under this Lease, 
or any interest in or right appurtenant to the Premises. 

20. AUTHORITY OF PARTIES. Landlord represents that it has full right and authority to enter into this 
Lease and to perform all of Landlord’s obligations. Tenant represents and warrants that it has full right and 
authority to enter into this Lease and to perform all of Tenant’s obligations. Each person executing this Lease 
on behalf of Tenant represents and warrants that he or she is authorized to bind Tenant to this Lease. 

21. CONDEMNATION. 

21.1 Condemnation Resulting in Termination. If (i) the whole or any substantial part of the Premises are taken 
or condemned for any public use under any law, ordinance or regulation, or by right of eminent domain, or by 
private purchase in lieu thereof (collectively a “taking”), and the taking would, in Landlord’s reasonable 
judgment, prevent or materially interfere with the continued use of the Premises for the use permitted under this 
Lease, or (ii) the whole or any substantial part of the Building or Property are subject to any taking, then Landlord 
may terminate this Lease by written notice given to Tenant at any time prior to the taking of physical possession 
by or the granting of the right of possession to the condemning authority. In the event of such termination, this 
Lease shall terminate as of the date of the taking of physical possession by or the granting of the right of 
possession to the condemning authority and the Rent shall be abated during the unexpired portion of this Lease. 

21.2 Condemnation Not Resulting in Termination. In the event of any taking which does not result in the 
termination of this Lease as provided in Section 21.1, this Lease shall not terminate, but the Rent payable during 
the unexpired portion of the Lease shall be reduced, beginning on the date when the taking of physical 
possession shall have occurred, in proportion to the floor area of the Premises so taken. In such event, Landlord 
shall restore the remaining portion of the Premises or Building to a complete architectural unit to the extent of 
any award received by Landlord for the taking of the Premises or the Building. Landlord’s restoration obligation 
shall not exceed the scope of Landlord’s restoration obligation under Section 22.2. 

21.3 Award. Landlord shall be entitled to any payment, income, rent, award compensation or any interest 
therein whatsoever which may be paid or made in connection with such taking or conveyance and Tenant shall 
have no claim against Landlord or otherwise for the value of any unexpired portion of this Lease. 
Notwithstanding the foregoing, Tenant may seek a separate award from the condemning authority for loss of 
business, Tenant’s personal property, moving costs or loss of goodwill,  provided that any such award shall not 
reduce the amount to which Landlord is otherwise entitled. 

21.4 Waiver. Landlord and Tenant agree that the rights and obligations of the parties in the event of the 
condemnation or taking of any portion of the Premises, the Building or the Property shall be solely governed by 
the provisions of this Section 23. Landlord and Tenant each hereby waives the provisions of Section 1265.110 
of the California Code of Civil Procedure and any other right which Landlord or Tenant may now or hereafter 
hold to terminate this Lease upon any condemnation or taking of the Premises. 

22. CASUALTY DAMAGE. 

22.1 General. If the Premises or Building should be damaged or destroyed by any casualty, Tenant shall give 
immediate written notice thereof to Landlord. Within thirty (30) days after Landlord’s receipt of such notice, 
Landlord shall notify Tenant whether in Landlord’s opinion such repairs can reasonably be made: (i) within 
ninety (90) days; (ii) in more than ninety (90) days but in less than one hundred eighty (180) days; or (iii) in 
more than one hundred eighty (180) days, from the date of such notice. Landlord’s determination shall be 
conclusive and binding on Tenant. 

// 

// 
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22.2 Less Than 90 Days. If the Premises or Building should be damaged by any casualty covered under the 
insurance maintained by Landlord under Section 8.1, but only to such extent that rebuilding or repairs can in 
Landlord’s estimation be reasonably completed within ninety (90) days after the date of such damage, and 
provided that insurance proceeds are available to fully repair the damage, this Lease shall not terminate, and 
Landlord shall proceed to rebuild and repair the Premises and/or Building to substantially the condition in which 
they existed prior to such damage, except that Landlord shall not be required to rebuild, repair or replace any 
part of the alterations, additions or improvements which may have been placed in, on or about the Premises by 
or for Tenant or any of Tenant’s furniture, fixtures, equipment or other personal property. If the Premises are 
untenantable in whole or in part following such damage, then, except as otherwise provided in Section 22.5, 
the Rent payable during the period during which the Premises are untenantable shall be abated proportionately, 
but only to the extent of rental abatement insurance proceeds, if any, received by Landlord during the time and 
to the extent the Premises are unfit for occupancy. 

22.3 Greater Than 90 Days. If the Premises or Building should be damaged by any casualty covered by the 
insurance maintained by Landlord pursuant to Section 8.1., but only to such extent that rebuilding or repairs 
can in Landlord’s estimation be reasonably completed in more than ninety (90) days but in less than one 
hundred eighty (180) days, then Landlord shall have the option of either: (i) terminating this Lease effective 
upon the date of the occurrence of such damage, in which event the Rent shall be abated during the unexpired’ 
portion of the Term of this Lease; or (ii) electing to rebuild or repair the Premises and/or Building to substantially 
the condition in which they existed prior to such damage, provided that insurance proceeds are available, to 
fully repair the damage. Landlord’s restoration obligation shall not exceed the scope of Landlord’s restoration 
obligation under Section 22.2. If the Premises are untenantable in whole or in part following such damage, then, 
except as otherwise provided in Section 22.5, the Rent payable hereunder during the period the Premises are 
untenantable shall be abated proportionately, but only to the extent of rental abatement insurance proceeds, if 
any, received by Landlord during the time and to the extent the Premises are unfit for occupancy. 

22.4 Greater Than 180 Days. If the Premises or Building should be so damaged by any casualty covered 
under the insurance maintained by Landlord under Section 8.2. such that rebuilding or repairs cannot in 
Landlord’s estimation be completed within one hundred eighty (180) days after such damage, this Lease shall 
terminate and the Rent shall be abated during the unexpired portion of this Lease, effective upon the date of 
the occurrence of such damage. 

22.5 Tenant’s Fault. If the Premises or any other portion of the Building are damaged by fire or other casualty 
resulting from the fault, negligence, willful misconduct, or breach of this Lease by Tenant or any of Tenant’s 
Parties, Base Rent and Additional Rent shall not be diminished during the repair of such damage and Tenant 
shall be liable to Landlord for the cost and expense of the repair and restoration of the Premises and Building 
to the extent such cost and expense is not covered by insurance proceeds received by Landlord. 

22.6 Uninsured Casualty. Notwithstanding anything to the contrary, if Premises or Building are damaged or 
destroyed by a casualty not covered by the insurance maintained by Landlord under Section 8.1, or if the cost 
of repair or restoration of Premises or Building are not fully covered by insurance proceeds Landlord receives, 
or if the holder of any indebtedness secured by a mortgage or deed of trust covering the Property requires that 
all or a portion of the insurance proceeds be applied to such indebtedness, then in such case Landlord shall 
have the right to terminate this Lease by delivering written notice of termination to Tenant within thirty (30) days 
after the date of receipt of notice by Landlord that the casualty is not a covered casualty, the cost or repair or 
restoration is not fully covered by insurance proceeds or such requirement is imposed by any such indebtedness 
holder, as the case may be, whereupon all rights and obligations hereunder shall cease and terminate. 

22.7 Waiver. Tenant agrees that the rights and obligations of the parties in the event of damage or destruction 
to the Premises or the Building shall be solely governed by the provisions of this Section 22. Tenant hereby 
waives the provisions of Sections 1932(a) and 1933(4) of the California Civil Code and any other right which 
Tenant may now or hereafter hold to terminate this Lease upon the damage to or destruction of the Premises. 

23. HOLDING OVER. If Tenant shall retain possession of the Premises or any portion thereof without 
Landlord’s consent following the expiration or sooner termination of the Term of this Lease, then Tenant shall 
be a tenant at sufferance only and Tenant shall pay to Landlord for each day of such holding over one hundred 
fifty percent (150%) of the amount of the daily Rent as of the last month prior to the date of expiration or 
termination. Tenant shall also indemnify, defend, protect and hold Landlord harmless from any loss, liability or 
cost, including reasonable attorneys’ fees, resulting from delay by Tenant in surrendering the Premises, 
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including, without limitation, any claims made by any succeeding tenant founded on such delay. Acceptance of 
Rent by Landlord following expiration or termination shall not constitute a renewal of this Lease, and nothing 
contained in this Section 25 shall waive Landlord’s right of reentry or any other right. Additionally, in the event 
that upon the expiration or termination of the Term of this Lease, Tenant has not fulfilled its obligation with 
respect to repairs and surrender of the Premises or any other Tenant obligations as set forth in this Lease, then 
Landlord shall have the right to perform any such obligations as Landlord deems necessary at Tenant’s sole 
cost and expense, and any time required by Landlord to complete such obligations shall be considered a period 
of holding over by Tenant and the terms of this Section 25 shall apply to such period. 

24. DEFAULT. The occurrence of any of the following shall constitute an event of default by Tenant: 

24.1 Abandonment. Abandonment of the Premises for a continuous period in excess of five (5) days.  Tenant 
waives any right to notice Tenant may have under Section 1951.3 of the California Civil Code, the terms of this 
Section 24.1 being deemed such notice to Tenant as required by said Section 1951.3. 

24.2 Nonpayment of Rent. Failure to pay any installment of Rent or any other amount due and payable 
hereunder upon the date when said payment is due. 

24.3 Subordination Documents, Financial Information and Estoppel Certificates. Failure to deliver to Landlord 
documents requested by Landlord pursuant to Sections 16 or 17 within the time period specified. 

24.4 Other Obligations. Failure to perform any obligation, agreement or covenant under this Lease other than 
as specified in Sections 26.1 and 26.2, where such failure continues for ten (10) days after written notice of 
such failure from Landlord; provided however, if the nature of the default is such that more than ten (10) days 
is reasonably required to cure such default, Tenant shall not be in default if Tenant commences to cure such 
default within such ten (10) day period and thereafter diligently pursues such cure to completion to the 
satisfaction of Landlord. 

24.5 General Assignment. A general assignment by Tenant for the benefit of creditors. 

24.6 Bankruptcy. The filing of any voluntary petition in bankruptcy by Tenant, or the filing of an involuntary 
petition by Tenant’s creditors which involuntary petition remains undischarged for a period of thirty (30) days. 
In the event that under applicable law the trustee in bankruptcy or Tenant (as a debtor in possession) has the 
right to affirm this Lease and continue to perform the obligations of Tenant hereunder, such trustee or Tenant 
(as a debtor in possession) shall, in such time period as may be permitted by the bankruptcy court having 
jurisdiction, cure all defaults of Tenant hereunder outstanding as of the date of the affirmance of this Lease and 
provide to Landlord such adequate assurances as may be necessary to assure Landlord of the continued 
performance of Tenant’s obligations under this Lease. 

24.7 Receivership. The appointment of a receiver to take possession of all or substantially all of Tenant’s 
assets or Tenant’s interest in the Premises, if such appointment remains undismissed or undischarged for a 
period of ten (10) days after the order is entered. 

24.8 Attachment. The attachment, execution or other judicial seizure of all or substantially all of Tenant’s 
assets or Tenant’s interest in the Premises, if such attachment, execution or seizure remains undismissed or 
undischarged for a period of ten (10) days after the levy thereof. 

25. REMEDIES UPON DEFAULT. 

25.1 Termination. Upon the occurrence of any event of default, Landlord shall have the right to give a written 
notice of termination to Tenant, and on the date specified in such notice, the Term of this Lease and Tenant’s 
right to possession shall terminate. At any time after such termination, Landlord may recover possession  of the 
Premises or any part thereof and expel and remove from the Premises Tenant and any other person occupying 
the same, by any lawful means, and repossess and enjoy the Premises without prejudice to any of the remedies 
that Landlord may have under this Lease, at law or in equity by reason of Tenant’s default or of such termination. 

25.2 Continuation After Default. Even though an event of default may have occurred, this Lease shall 
continue in effect for so long as Landlord does not terminate Tenant’s right to possession as provided in Section 
24.1, and Landlord may enforce all of Landlord’s rights and remedies under this Lease, including without 
limitation, the right to recover Rent as it becomes due. Landlord has the remedy described in Section 1951.4 of 
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the California Civil Code (lessor may continue lease in effect after lessee’s breach and abandonment and 
recover rent as it becomes due, if lessee has right to sublet or assign, subject only to reasonable limitations). 
Landlord, without terminating this Lease, may exercise all of the rights and remedies of a landlord under Section 
1951.4 of the California Civil Code or any successor code section. Acts of maintenance, preservation, or efforts 
to re-lease the Premises or the appointment of a receiver upon application of Landlord to protect Landlord’s 
interest in the Premises shall not constitute an election by Landlord to terminate Tenant’s right to possession. 

25.3 Damages After Default. Should Landlord terminate this Lease pursuant to the provisions of Section 24.1, 
Landlord shall have the rights and remedies of a Landlord provided by Section 1951.2 of the California Civil 
Code, or successor code sections. 

25.4 Late Charge. If any installment of Rent is not paid when due, such amount shall bear interest at the 
Applicable Interest Rate from the date on which said payment was due until the date on which Landlord shall 
receive said payment. In addition, Tenant shall pay Landlord a late charge equal to five percent (5%) of the 
delinquent amount, to compensate Landlord for the loss of the use of the amount not paid and the administrative 
costs caused by the delinquency. The parties agree that Landlord’s damage by virtue of such delinquencies 
would be difficult to compute and the amount stated represents a reasonable estimate thereof. This provision 
shall not relieve Tenant from Tenant’s obligation to pay Rent at the time and in the manner specified. 

25.5 Remedies Cumulative. All rights, privileges and elections or remedies of Landlord are cumulative and 
not alternative and are in additional to any and all other rights and remedies now or hereafter available to 
Landlord at law or in equity by reason of any event of default by Tenant. 

25.6 Waiver of Right of Redemption. Tenant waives any right which Tenant may now or hereafter hold 
(including any right under California Code of Civil Procedure Sections 1174 and 1179, California Civil Code 
Section 3275 or any successor statute) to apply for reinstatement of this Lease following termination of this 
Lease by Landlord pursuant to Section 24.1.  Landlord and Tenant agree that the notice requirements of this 
section shall be in lieu of and not in addition to any notice requirements provided by law in the event of a breach 
or default by Tenant under this Lease. 

26. LIENS. Tenant shall keep the Premises free from liens arising out of or related to work performed, 
materials or supplies furnished or obligations incurred by Tenant or in connection with work made, suffered or 
done by or on behalf of Tenant in or on the Premises or Property. In the event that Tenant shall not, within ten 
(10) days following the imposition or recording of any claim of lien, cause the same to be released of record by 
payment or posting of a proper bond, Landlord shall have, in addition to all other remedies provided herein and 
by law, the right, but not the obligation, to cause the same to be released by such means as Landlord shall 
deem proper, including payment of the claim giving rise to such lien. All sums paid by Landlord on behalf of 
Tenant and all expenses incurred by Landlord in connection therewith shall be payable to Landlord by Tenant 
as Additional Rent on demand with interest at the Applicable Interest Rate. Landlord shall have the right at all 
times to post and keep posted on the Premises any notices permitted or required by law, or which Landlord 
may deem proper, for the protection of Landlord, the Premises, the Property and any other party having an 
interest therein, from mechanics’ and materialmen’s liens. Tenant shall give Landlord not less than ten (10) 
business days prior written notice of the commencement of any work in the Premises or Property which could 
give rise to mechanics’ or materialmen’s liens. 

27. TRANSFERS BY LANDLORD. In the event of a sale or conveyance by Landlord of the Property the 
same shall operate to automatically release Landlord from any liability for the performance of any of the 
covenants, conditions or agreements herein contained in favor of Tenant, to the extent the same are required 
to be performed after the passing of title to Landlord’s successor-in-interest. In such event, Tenant agrees to 
look solely to the successor-in-interest of Landlord under this Lease with respect to the performance of the 
covenants, conditions and agreements of “Landlord” to be performed after the passing of title to Landlord’s 
successor-in-interest. This Lease shall not be affected by any such sale and Tenant agrees to attorn to the 
purchaser. Landlord’s successor(s)-in-interest shall not have liability to Tenant with respect to the failure to 
perform the obligations of “Landlord”, to the extent the same were required to be performed prior to the date 
such successor(s)-in-interest became the owner of the Property. If Landlord shall transfer the Security Deposit 
to any such successor-in-interest, Landlord shall be relieved of all responsibility for the return of the Security 
Deposit, and Tenant shall look solely to Landlord’s successor-in-interest for the return of the same. 

// 
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28. RIGHT OF LANDLORD TO PERFORM TENANT’S COVENANTS. All covenants and agreements to 
be performed by Tenant under this Lease shall be performed by Tenant at Tenant’s sole cost and expense and 
without any abatement of Rent. If Tenant shall fail to pay any sum of money, other than Base Rent and Basic 
Operating Cost, required to be paid by Tenant hereunder or shall fail to perform any other act on Tenant’s part 
to be performed hereunder, and such failure shall continue for five (5) days after notice thereof by Landlord, 
Landlord may, but shall not be obligated to do so, and without waiving or releasing Tenant from any obligations 
of Tenant, make any such payment or perform any such act on Tenant’s part to be made or performed. All 
sums, so paid by Landlord and all incidental costs incurred by Landlord, together with interest thereon at the 
Applicable Interest Rate from the date of such payment by Landlord, shall be payable to Landlord by Tenant as 
Additional Rent on demand. 

29. WAIVER. If either Landlord or Tenant waives the performance of any term, covenant or condition 
contained in this Lease, such waiver shall not be deemed to be a waiver of any subsequent breach of the same 
or any other term, covenant or condition contained herein. The acceptance of Rent by Landlord shall not 
constitute a waiver of any preceding breach by Tenant of any term, covenant or condition of this Lease, 
regardless of Landlord’s knowledge of such preceding breach at the time Landlord accepted such Rent. Failure 
by Landlord to enforce any of the terms, covenants or conditions of this Lease for any length of time shall not 
be deemed to waive or to diminish the right of Landlord to insist thereafter upon strict performance by Tenant. 
Waiver by Landlord of any term, covenant or condition contained in this Lease may only be made by a written 
document signed by Landlord. 

30. NOTICES. Each provision of this Lease or of any applicable governmental laws, ordinances, regulations 
and other requirements with reference to giving, sending, mailing or delivery of any notice or the making of any 
payment by Landlord or Tenant to the other shall be deemed to be complied with when and if the following 
steps are taken: 

30.1 Rent. All Rent and other payments required to be made by Tenant to Landlord hereunder shall be 
payable to Landlord at the address set forth in the Basic Lease Information, or at such other address as Landlord 
may specify from time to time by written notice delivered in accordance with this Section 31. Tenant’s obligation 
to pay Rent and any other amounts to Landlord under the terms of this Lease shall not be deemed satisfied 
until such Rent and other amounts have been actually received by Landlord. 

30.2 Other. All notices, demands, consents and approvals which may or are required to be given by either 
party to the other hereunder shall be in writing and either personally delivered, sent by commercial overnight 
courier, or mailed, certified or registered, postage prepaid, return receipt requested, and addressed to the party 
to be notified at the address for such party as specified in the Basic Lease Information. Either party may change 
its address for notices by written notices given to the other party in the manner specified in this Section 32.2, 
which change of address shall be effective fifteen (15) days after service of such notice. Notices shall be 
deemed served upon receipt or refusal to accept delivery. Tenant appoints as its agent to receive the service 
of all notices the person in charge of or occupying the Premises at the time, and, if there is no such person, 
then such service may be made by attaching the same on the door of the main entrance to the Premises. 

31. ATTORNEYS’ FEES. In the event Landlord places the enforcement of this Lease, or any part thereof, 
or the collection of any Rent due, or to become due hereunder, or recovery of possession of the Premises in 
the hands of an attorney, Tenant shall pay to Landlord, upon demand, Landlord’s reasonable attorneys’ fees 
and court costs. In any action which Landlord or Tenant brings to enforce its respective rights under this Lease, 
the unsuccessful party shall pay all costs incurred by the prevailing party including reasonable attorneys’ fees, 
to be fixed by the court, and said costs and attorneys’ fees shall be a part of the judgment in said action. 

32. SUCCESSORS AND ASSIGNS. This Lease shall be binding upon and inure to the benefit of Landlord, 
its successors and assigns, and shall be binding upon and inure to the benefit of Tenant, and subject to the 
restrictions specified in Section 21, its successors and assigns. 

33. FORCE MAJEURE. Whenever a period of time is herein prescribed for action to be taken by Landlord,  
Landlord shall not be liable or responsible for, and there shall be excluded from the computation for any such 
period of time, any delays due to strikes, riots, acts of nature, shortages of labor or materials, war, governmental 
laws, regulations or restrictions, or any other causes of any kind which are beyond the control of Landlord. 

// 
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34. BROKERAGE COMMISSION. Landlord shall pay a brokerage commission to the Broker identified in 
the Basic Lease Information in accordance with a separate agreement between Landlord and Broker. Tenant 
represents and warrants to Landlord that Tenant’s sole contact with Landlord or with the Premises in connection 
with this Lease has been directly with Landlord and Broker, and that no other person can properly claim a right 
to any compensation or fee based upon contacts between the claimant and Tenant with respect to Landlord or 
the Premises. Tenant shall indemnify, defend by counsel acceptable to Landlord, protect and hold Landlord 
harmless from and against any loss, cost or expense, including, but not limited to, attorneys’ fees and costs, 
resulting from any claim for any compensation or fee by any person in connection with the Premises and this 
Lease, other than Broker. 

35. ADDITIONAL TERMS. 

35.1 Choice of Law. This Lease shall in all respects be governed by the laws of the State of California. 

35.2 Severability. If for any reason any of the provisions of this Lease shall be unenforceable or ineffective, 
all of the other provisions shall be and remain in full force and effect. 

35.3 Accord and Satisfaction. No payment by Tenant of a lesser amount than the full amount due, nor any 
endorsement on any check or letter accompanying any check or payment, shall be deemed an accord and 
satisfaction, and Landlord may accept such payment without prejudice to Landlord’s right to recover the balance 
of the full amount due or to pursue any other rights or remedies available to Landlord. 

35.4 Easements. Landlord may grant easements on the Property and dedicate for public use portions of the 
Property without Tenant’s consent; provided that no such grant or dedication shall substantially interfere with 
Tenant’s use of the Premises. Upon Landlord’s demand, Tenant shall execute, acknowledge and deliver to 
Landlord documents, instruments, maps and plats necessary to subordinate Tenant’s interest hereunder to 
such grants or dedications. 

35.5 Drafting and Determination Presumption. The parties acknowledge that this Lease has been agreed to 
by both parties, that both Landlord and Tenant have consulted with attorneys with respect to the terms of this 
Lease and that no presumption shall be created against Landlord because Landlord drafted this Lease. 

35.6 No Third-Party Benefit. This Lease is a contract between Landlord and Tenant and nothing herein is 
intended to create any third-party benefit. 

35.7 Reservation by Landlord. Landlord reserves: (i) the use of the exterior walls and roof of the Building; (ii) 
the right to install, use, maintain, repair and replace ducts, wires, conduits and pipes in and through the 
Premises in locations which will not substantially interfere with Tenant’s use of the Premises; (iii) the right to 
make such additions, deletions or changes to the corridors, restrooms, lobbies and other common areas of the 
Building, provided that access to the Premises shall not be substantially impaired thereby; (iv) the right to use 
the surface of the land upon which the Property is located and to make such additions, deletions or changes to 
the improvements located thereon, as Landlord shall deem appropriate from time to time. 

35.8 Representations by Tenant. Tenant represents and warrants to Landlord that each individual executing 
this Lease on behalf of Tenant is authorized to do so on behalf of Tenant and that Tenant is not, and the entities 
or individuals constituting Tenant or which may own or control Tenant or which may be owned or controlled by 
Tenant are not in violation of any laws relating to terrorism or money laundering. 

35.9 Attachments. Exhibits A and B are attached and made a part of this Lease: 

Exhibit A – Premises/Map 
Exhibit B – Medical Building Rules and Regulations. 

 
35.10 Time. Time is of the essence regarding this Lease and all of its provisions. 
 
35.11 Entire Agreement/Modification. This Lease and its Exhibits, contains all the agreements of the parties 
hereto and supersedes any previous negotiations and understandings, whether written or oral. There have been 
no representations made by Landlord or understandings made between the parties other than those set forth 
in this Lease and its Exhibits. This Lease shall not be effective until execution and delivery by both Landlord 
and Tenant This Lease may not be modified except by a written instrument executed by Landlord and Tenant. 
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The parties have executed this Lease Agreement for Suite 201, 212 San Jose Street, Salinas, California as 
of the Effective Date first set forth above. 
 
LANDLORD       TENANT 
Salinas Valley Memorial Healthcare System   Monterey Bay GI Consultants Medical Group, Inc. 
 
 
 
 
By:        By:       

Pete Delgado, President/CEO          Daniel G. Luba, MD, President 
 
 
 
 
Date:        Date:       
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EXHIBIT A 
 

Premises/Map 
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EXHIBIT B 
 

Medical Building Rules and Regulations 

Tenant agrees to the establishment of, and to abide by, the following rules and regulations: 

Sidewalks, entrances, passages, courts, elevators, vestibules, stairways, corridors or halls of the Building shall 
not be obstructed by Tenant or used by Tenant for any purpose other than ingress and egress to and from the 
Premises. The halls, passages, exits, entrances, elevators and stairways are not for the general public, and 
Landlord shall, in all cases, retain the right to control and prevent access thereto by all persons whose presence 
in the judgment of Landlord would be prejudicial to the safety, character, reputation and interests of the Building 
and its lessees, provided that nothing herein contained shall be construed to prevent such access to persons 
with whom Tenant normally deals in the ordinary course of its business, unless such persons are engaged in 
illegal activities. Tenant shall not place any parcels or other articles in the halls or in any other part of the 
Building outside of the Premises. 

Windows, sashes, glass doors, lights and skylights that reflect or admit light into the halls or other public places 
of the Building shall not be covered or obstructed. Plumbing fixtures shall not be used for any purpose other 
than those for which they were installed, and no rubbish, newspapers or other substances of any kind shall be 
thrown into them. Waste and excessive or unusual use of water shall not be allowed. Tenant shall not deface 
the walls, ceilings, doors, partitions, floors, wood, stone or ironwork. The expense of any breakage, stoppage 
or damage resulting from violation of this rule shall be borne by Tenant. 

No sign, advertisement or notice shall be exhibited, painted or affixed by Tenant on any part of the Premises 
or Building so as to be seen from the outside of the Premises or Building or the land upon which the Building 
is located without the prior written consent of Landlord. Written material visible from outside the Building will 
not be permitted Landlord shall, at Tenant’s expense, place Tenant’s name on any lobby and floor directories 
of the Building and at the entrance to Tenants Premises. Tenant shall not have the right to have additional 
names placed on any directory without Landlord’s prior written consent. Any change to such initial lobby, 
directory and entrance signage shall be performed by Landlord at Tenant’s expense. In the event of a violation 
of the foregoing, Landlord may remove the violating sign, advertisement or notice without any liability and may 
charge the expense incurred in such removal to Tenant. 

Wiring shall be introduced and connected only as directed by Landlord. No boring or cutting for wires will be 
allowed except with prior written consent of Landlord. Any installation of communications wiring outside the 
Premises shall be approved in advance by Landlord in writing, and installed at Tenant’s expense. 

Neither Tenant nor any of Tenant’s Parties shall make, or permit to be made, any unseemly or disturbing noises 
or disturb or interfere with occupants of the Building or neighboring buildings or premises whether by use of 
any musical instrument, radio, television, electronic equipment, or by any other means whatsoever. Neither 
Tenant nor any of Tenant’s Parties shall not throw substances of any kind out of the windows or doors, or down 
the passageways of the Building, or sit or place anything upon the window sills, or bring into or keep within the 
Premises or Building any animal or bicycle, motorcycle or other vehicle. No cooking shall be done or permitted 
in the Premises, except for use by Lessee of Underwriter’s Laboratory approved equipment for the preparation 
of coffee, tea, hot chocolate, soups, and snack foods that can be prepared in a microwave oven provided that 
such use is in accordance with all applicable federal, state and city laws, codes, ordinances, rules and 
regulations and is provided only for the convenience of Tenant and its employees and invitees. Neither Tenant 
nor any of Tenant’s Parties shall cause or permit any unusual or objectionable odors to be produced in or 
emanate from the Premises. 

Landlord will furnish Tenant with two keys to each door lock in the Premises. Landlord may make a reasonable 
charge for these and any additional keys. Tenant shall not have any additional keys made. No additional locks 
or bolts or any kind shall be placed upon any of the doors or windows by Tenant, nor shall any changes be 
made to existing locks or the mechanisms thereof without prior consent of Landlord and provided such consent 
is granted, Landlord shall then install same at Tenant’s expense. Landlord shall retain a duplicate set of keys 
to all entrance doors to the Premises and to all doors within the Premises. Tenant must, upon the termination 
of its tenancy, give Landlord all keys to stores, offices or toilet rooms, either furnished to, or otherwise procured 
by Tenant. In the event of a loss of such keys, Tenant shall pay Landlord the cost of replacing the same or for 
changing the lock or locks opened by any lost key if Landlord shall deem it necessary to make such change. 
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The Premises shall not be used for manufacturing or for the storage of merchandise except as such storage 
may be incidental to the use of the Premises for general office or medical office purposes. The Premises shall 
not be used for lodging or sleeping or for any immoral or illegal purposes. Neither Tenant nor any of Tenant’s 
Parties  shall at any time bring or keep upon the Premises any inflammable, or combustible or explosive fluid, 
chemical or substance. 

The moving of furniture, fixtures, freight, construction materials or bulky items of any kind cannot be made 
without prior approval by Landlord. Such items may be moved only during such times as Landlord may specify 
including weekends or non-business hours and only with Landlord’s presence during such activities. The 
persons employed by Tenant for such work must be acceptable to Landlord. Landlord reserves the right to 
inspect all furniture, fixtures, freight, construction materials or other bulky items to be brought into the Building 
and to exclude from the Building items which violate any of these Rules and Regulations or the Lease. Tenant 
take all steps necessary to protect the Building and the common areas (including lobbies, hallways, stairwells, 
elevator, railings, doors, light fixtures and flooring) from damage resulting from the moving of furniture, fixtures, 
freight,  construction materials or bulky items by or for Tenant. Landlord shall have the right to require Tenant 
to provide a cash deposit to Landlord to be used by Landlord for the repair of any damage to the Building 
resulting from the moving of furniture, fixtures,  freight, construction materials or bulky items by or for Tenant.  
Landlord reserves the right to prescribe the weight and position of all heavy items (including file and storage 
cabinets), which must be placed upon supports approved by Landlord. Business machines and other 
equipment shall be placed and maintained by Tenant at Tenant’s expense in locations sufficient, in Landlord’s 
reasonable judgment, to absorb and prevent unreasonable vibration and prevent noise and annoyance. Only 
hand trucks equipped with rubber tires, side guards, and security straps are allowed in the Building. Any of the 
foregoing notwithstanding, Landlord shall not be responsible for any loss of or damage to any property from 
any cause whatsoever. Any damage done to the Building by moving or maintaining such property shall be 
repaired solely at the expense of Tenant. Tenant shall not use the elevator for the moving of furniture, fixtures, 
freight, construction materials or bulky items unless the walls and floor of the elevator are protected with 
protective pads and plywood flooring protector which are available from Landlord. 

No awning or other item shall be attached to the outside wall of the Building by Tenant without the prior written 
consent of Landlord. Draperies or other window coverings, whether or not furnished by Landlord, and any 
additional window coverings desired by Tenant shall be installed at Tenant’s expense and must be of such 
uniform shape, color, material and make as prescribed by Landlord. No files, cabinets, boxes, containers or 
similar items shall be placed in, against or adjacent to any window of the Premises so as to be visible from the 
outside of the Building. 

Tenant shall not employ any person or persons other than Landlord’s janitor for the purpose of cleaning the 
Premises without the prior written consent of Landlord. Janitorial services provided by Landlord, if any, shall 
include ordinary dusting and cleaning by a janitor assigned to such work and shall not include cleaning of 
carpets or rugs, except normal vacuuming, moving of furniture or other special services. Landlord shall not be 
responsible to Tenant for any loss of or damage to property on the Premises however occurring. 

Landlord reserves the right to control access to the Building by all persons after the Building operating hours 
and all day on Sundays and legal holidays. Tenant and its employees or agents must be sure that the doors to 
the Building are securely closed and locked when leaving after the normal hours of business for the Building. 
Tenant or any of Tenant’s Parties entering or leaving the Building at any time when it is locked, or any time 
when it is considered to be after normal business hours for the Building, may be required to sign the Building 
register. Access to the Building may be refused unless the person seeking access is known to the employee 
or agent of Landlord responsible for the Building, or unless the person seeking access has proper identification 
or has previously arranged for access to the Building. Landlord and its agents shall in no case be liable for any 
error with regard to the admission to or exclusion from the Building of any person. In case of invasion, mob riot, 
public excitement, or other commotion, Landlord reserves the right to prevent access to the Building during the 
continuance of same by any means it deems appropriate for the safety and protection of life and property. 

The normal hours of operation of the Building (“Normal Business Hours”) are 8:00 a.m. to 6:00 p.m. Monday 
through Friday, and 8:00 a.m. to 1:00 p.m. on Saturday. Such hours are subject to change by Landlord. Access 
to the Building and Property will be permitted during such hours. If Tenant desires access during other hours 
or on a Sunday or legal holiday, Tenant shall make appropriate prior arrangements with Landlord. Tenant will 
be responsible for any additional costs which may be incurred for extended hours of operations including, but 
not limited to, charges for heating and air conditioning services, electricity consumption, and security services. 
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Landlord shall have the right to prohibit any advertising by Tenant which, in Landlord’s opinion, tends to diminish 
the reputation of the Building or its desirability as an office and medical building and, upon written notice from 
Landlord, Tenant shall refrain from or discontinue such advertising. Tenant shall not distribute any advertising 
material in the common areas of the Building or outside of the Premises. 

No physician, surgeon, dentist, attorney, or other professional Tenant shall advertise in any manner which is 
prohibited by the code of ethics of the recognized association for such Tenant’s profession. 

No vending or coin operated machines shall be placed by Tenant within the Premises without the prior consent 
of Landlord. 

The requirements of Tenant will be attended to only upon written application to Landlord. Employees of 
Landlord or of contractors or agents retained by Landlord shall not perform any work or do anything outside of 
their regular duties except under special instructions from Landlord. 

Tenant shall not use any method of heating or air conditioning other than that which may be supplied by 
Landlord without Landlord’s prior written consent. 

In all carpeted areas where desks and chairs that are utilized by Tenant, Tenant shall, at Tenant’s cost, place 
mats under each and every chair in order to protect carpeting from unnecessary wear and tear. 

Tenant shall not waste electricity, water or utilities and agrees to cooperate fully with Landlord to assure the 
most effective and efficient operation of the Building’s heating and air condition systems. Tenant shall refrain 
from attempting to adjust any controls, other than room thermostats (if any) installed for Tenant’s use. 

Tenant shall comply with all safety, fire protection and evacuation procedures and regulations established by 
Landlord or any governmental authority or agency. 

Tenant assumes any and all responsibility for protecting its Premises from theft, robbery, and pilferage. Other 
than during normal business hours for the Building, Tenant shall keep its access doors locked and keep other 
means of entry to the Premises secured. 

Landlord shall have the right, but not the obligation, to control access to the Building at all times by messenger 
and delivery personnel, including without limitation, the right to refuse access unless Tenant is available to 
accept delivery. In no event shall Landlord or Landlord’s agents accept any delivery on behalf of Tenant unless 
Landlord has consented to the same and arrangements satisfactory to Landlord have been made in advance. 
Landlord and its agents shall in no case be liable for damages arising from admission to or exclusion from the 
Building of any messenger or delivery personnel. 

Tenant and its invitees shall comply with all speed limit, curb markings and directional and other signage located 
in or about the driveways and parking areas. All parking spaces are unreserved and unassigned unless 
otherwise  designated.  All  parking spaces shall be used only for parking of vehicles no larger than full size 
passenger automobiles, sports utility vehicles, pickup trucks and other non-commercial vehicles. The parking 
and drive areas of the Property shall be used only for parking and vehicle access for which they are intended, 
and shall be used exclusively by Tenant’s patients, customers, invitees, and visitors only during the hours of 
8:00am to 5pm, Monday through Friday. Tenant’s  employees  shall not use the parking areas of the Property. 
No vehicle shall be left standing overnight, parked in any fire lane, walkway, or areas designated as “no 
parking.” Landlord shall have the right to place violation stickers upon any vehicle that is in violation and/or 
have the vehicle towed at the owner’s expense. 

Tenant shall keep the public areas of the Building and the Property free of all debris, trash and rubbish 
generated  by Tenant’s use of the Premises. 

Landlord does not provide any security services for the Building or the Property. Tenant shall provide all security 
services and devices deemed appropriate by Tenant for the safety of Tenant, Tenant’s Parties and the 
Premises. 

No birds or animals shall be brought into the Building or kept in or about the Premises except for service 
animals.  No bicycles or shopping carts shall be brought into the Building or kept in or about the Premises. 
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Tenant shall not do or permit anything to be done in the Premises, or bring or keep anything in or about the 
Premises, which shall in any way increase the rate of any insurance on the Premises, the Building or any other 
tenant’s premises in the Building, or conflict with the regulations of the Fire Department or fire laws, or with any 
insurance policy upon the Building, or any part thereof. 

No hand trucks or vehicles, other than a wheel chair for an individual, shall be used in the elevator without 
Landlord’s prior approval. Any hand trucks permitted in the Building must be equipped with soft rubber tires 
and rubber side guards. 

In the event any demonstration, picketing, or other event or commotion is directed primarily at Tenant, Landlord 
may, but shall not be obligated to, charge directly to Tenant any additional direct or indirect costs occasioned 
thereby. 

Canvassing, soliciting and peddling in the Building or on the Property is prohibited except from within the 
Premises. 

Landlord shall have no liability to any tenant by reason of the non-compliance with or violation of these rules 
and regulations by any tenant. 

These rules and regulations are in addition to, and shall not be construed in any manner to modify or amend, 
in whole or in part, the covenants and agreements contained in any lease of a premises in the Building. 

Tenant shall be liable for all damage and injury to persons and property resulting from any non-compliance or 
violation of these rules and regulations by Tenant or any of Tenant’s Parties. 

Tenant shall not install or display any sign outside of the Premises. Landlord shall obtain, install and remove 
Building standard directory and suite signs, and exterior signs, if any, all at Tenant’s cost and expense. 

Tenant and Tenant’s Parties shall not go upon the roof of the Building. 

Landlord will provide Tenant with one set of keys consisting of one key for the exterior doors of the Building, 
one key for the public restrooms in the Building and one key to the Premises. If Tenant requires additional keys 
for the exterior doors of the Building or for the public restrooms, Landlord will have duplicate keys made at 
Tenant’s expenses. Keys to the exterior doors of the Building or to the public restrooms are not to be duplicated 
by Tenant. Tenant shall be responsible for the safekeeping of all keys. If Tenant or any of Tenant’s Parties 
loses any key to the exterior doors of the Building, Tenant shall immediately notify Landlord, and Tenant shall 
be responsible for any loss or damage resulting such loss including, but not limited to, the cost of rekeying the 
exterior doors of the Building and providing new keys to Tenant and the other tenants of the Building.  Upon  
expiration or termination of this Lease, Tenant shall return to Landlord all keys (including duplicate keys). 

The trash dumpsters and bins provided by Landlord for the use of the tenants of the Building shall be used only 
for the disposal of normal office trash. Trash and debris resulting from moving (including wooden pallets and 
boxes),  construction, medical procedures (including any biologically hazardous material, needles, drugs, 
chemicals or human wastes) and other activities other than office activities shall be properly stored in the 
Premises and disposed of separately by Tenant  at Tenant’s cost. 

Landlord reserves the right to amend or modify these rules and regulations and to make such other and further 
rules and regulations in its judgment may from time to time be necessary for the safety, cleanliness, and 
preservation of good order in the Building and on the Property. 

Landlord may waive any one or more of these rules and regulations for the benefit of any particular tenant or 
tenants, but no such waiver by Landlord shall be construed as a waiver of such rules and regulations in favor 
of any other lessee or lessees, nor prevent Landlord from thereafter enforcing any such rules and regulations 
against any or all of the tenants of the Building. 
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Finance Committee Board Paper  

 

Agenda Item: Consider Recommendation for Approval of Agreements Necessary for the Transition 
of Salinas Family Practice Medical Clinic, Inc. to Salinas Valley Medical Clinic 

 
Executive Sponsor: Allen Radner, MD, CEO/SVMC, CMO/SVMHS 

Clint Hoffman, COO/SVMC, CAO Physician Integration & Business Development/SVMHS 
 
Date:  January 15, 2021 
 
 
Executive Summary 
 
Following several months of discussion and planning, the executive team at Salinas Valley Memorial 
Healthcare System (SVMHS) and the physicians of Salinas Family Practice Medical Clinic, Inc. (SFP) have 
reached agreement on terms for a transition of their medical practice into Salinas Valley Medical Clinic 
(SVMC). The transaction will be completed through the execution of four types of agreements:  
 

1. Purchase Agreement with Salinas Family Practice Medical Clinic, Inc. and CHM Leasing for the 
acquisition of assets used in the current medical practice. 

2. Lease with CHM Leasing for 1328 Natividad Road, the facility where the clinic is currently operating.  
3. Fair market value, work RVU productivity based, Professional Services Agreements (PSA) with 

terms and conditions substantially similar to the attached PSAs with Douglas Cambier, MD and Mark 
Adame, MD.   

4. Sublease and Services Agreement with Salinas Family Practice Medical Clinic, Inc. to support the 
continued independent practice of James Hoffman, MD at the current practice location post transition 
to SVMC.  

 
Timeline 
 
January 25, 2021: Request Board Finance Committee recommendation for approval of agreements 
January 28, 2021: Board consideration of approval of documents related to the proposed transaction 
April 1, 2021: Projected Effective Date/Closing Date for documents related to proposed transaction 
 
Meeting our Mission, Vision, Goals 
Strategic Plan Alignment: 
 
As part of our recent strategic planning, there were four key areas of focus identified: 

1. Population Health Management 
2. Sustainable Cost Structure and All Payor Strategy 
3. Quality and Efficiency Improvement 
4. Transforming Patient and Member Experience 

 
The expansion of SVMC Primary Care access into North Salinas was identified as a priority for the SVMHS 
Board and is aligned with our strategic plan. This investment in expanding access to primary care services 
within SVMC can be tied back to elements of each of these key areas, but is most closely aligned with our 
desire to further develop population health management capabilities and the development of a sustainable 
cost structure and all payor strategy. Population health management requires expansion of services beyond 
the walls of SVMHS and this new practice location will serve as a key access point for primary care services 
in our community and allow for expansion and growth in the services we offer the residents of our healthcare 
district in a cost effective setting of care. 
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Pillar/Goal Alignment: 

☐ Service     ☐    People      ☐ Quality       Finance       Growth      ☐ Community 

 
Financial/Quality/Safety/Regulatory Implications 
 

1. Purchase Agreement with Salinas Family Practice Medical Clinic, Inc. and CHM Leasing for the 
acquisition of assets used in the current medical practice. 
- One hundred fifty thousand dollars ($150,000.00) purchase price 
- Twenty two thousand eight hundred thirty three dollars ($22,833.00) in inventory 
- Total Purchase Agreement Value of one hundred seventy two thousand eight hundred thirty three 

dollars ($172,833.00) 
 

2. Lease with CHM Leasing for 1328 Natividad Road, the facility where the clinic is currently operating.  
 
 
 
 
 
 
 
 
 
 

3. Fair market value, work RVU productivity based, Professional Services Agreements (PSA) with 
terms and conditions substantially similar to the attached PSAs with Douglas Cambier, MD and Mark 
Adame, MD.   
- Standard SVMC PSA terms for primary care 
- Two (2) year term 
- Work RVU based professional services agreement with compensation of $57.65 per Work RVU 
- Participation in Annual Incentive Plan tied to Aspire empanelment and quality metric performance 
- Standard benefits for SVMC physicians including health plan, annual CME allowance of $2,000 

and access to SVMHS 403b and 457 plans with 5% contribution to 403b 
 

4. Sublease and Services Agreement with Salinas Family Practice Medical Clinic, Inc. to support the 
continued independent practice of James Hoffman, MD at the current practice location post transition 
to SVMC.  
- Occupancy in the office of two (2) days per week, covers space and staffing of clinic 
- Compensation to SVMC of eleven thousand nine hundred ninety dollars ($11,990.00) per month 
- Excludes payer credentialing, contracting, billing services 
- Requires use of SVMHS Epic electronic medical record under a separate agreement 

 
Recommendation 
 
Administration requests that the Board Finance Committee make a recommendation to the Board of 
Directors for approval of the following agreements: 

1. Clinic Professional Services Agreements with Mark Adame, MD and Douglas Cambier, MD 
2. Agreement for Purchase and Sale of Assets between Salinas Valley Memorial Healthcare 

System and Salinas Family Practice Medical Clinic, Inc. and CHM Leasing 
3. Lease Agreement between CHM Leasing and Salinas Valley Memorial Healthcare System 
4. Sublease and Services Agreement between Salinas Valley Memorial Healthcare System and 

Salinas Family Practice Medical Clinic, Inc.  
 
 
 
 
 
 

1. Proposed Effective Date April 1, 2021 

2. Term of agreement Five years  
3. Renewal terms Five (5) year option with 90 days prior written notice 

5. Termination provision(s) 90 days prior written notice after two (2) years 

6. Payment Terms Monthly, in advance 

7. Building Operating & Tax Expenses $55,860 annually (annual tax, CAM, ground lease) 

8. Annual Rent Cost $82,176 ($1.40/psf/monthly/NNN) 

9. Annual Increases  CPI not to exceed 3% 

10. Cost Over Initial Term $715,583 (inclusive of tax, CAM, ground lease, increases) 
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Attachments 
 

1. Clinic Professional Services Agreements with Mark Adame, MD and Douglas Cambier, MD 
2. Agreement for Purchase and Sale of Assets between Salinas Valley Memorial Healthcare System and 

Salinas Family Practice Medical Clinic, Inc. and CHM Leasing 
3. Lease Agreement between CHM Leasing and Salinas Valley Memorial Healthcare System 
4. Sublease and Services Agreement between Salinas Valley Memorial Healthcare System and Salinas 

Family Practice Medical Clinic, Inc.  
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SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM 
 

CLINIC PROFESSIONAL SERVICES AGREEMENT 
 

Mark Adame, M.D. 
 

(Specialty: Family Medicine)  
 

This Professional Services Agreement (“Agreement”) is entered into and effective April 1, 2021 (“Effective Date”), by 
and between Salinas Valley Memorial Healthcare System, a local health care district organized and operating pursuant 
to Division 23 of the California Health and Safety Code (“SVMHS”), and Mark Adame, M.D. (“Physician”).  SVMHS 
and Physician may be referred to in this Agreement as a “Party” or collectively, as the “Parties.” Standard Terms and 
Conditions to this Agreement are attached to this Agreement and incorporated by this reference. 
 

RECITALS 

A. SVMHS owns and operates Salinas Valley Memorial Hospital, a general acute care hospital at 450 East Romie 
Lane, Salinas, California (“Hospital”). 

B. SVMHS operates a community clinic under the name “Salinas Valley Medical Clinic” (“SVMC” or “Clinic”) 
pursuant to section 1206(b) of the California Health and Safety Code. 

C. Physician is duly licensed to practice medicine in the State of California, and is qualified to provide professional 
services in Physician’s specialty in the Clinic. 

D. SVMHS desires that Physician provide professional services in Physician’s specialty in the Clinic to patients who 
need such services, and Physician has agreed to do so in accordance with the terms and conditions of this 
Agreement. 

The Parties agree as follows: 
 

ARTICLE I.  PHYSICIAN RESPONSIBILITIES 
 
1.1 Physician Services.  Physician shall personally provide the following services (“Physician Services”), consistent 

with the policies and procedures of Clinic, to the Clinic and patients of the Clinic, provided that Physician’s 
obligations under this Agreement are limited to the provision of services within Physician’s professional 
capabilities. 

 
1.1.1 Medical Services.  Physician shall personally provide professional health care services, described in 

Exhibit A, in Physician’s medical specialty, to patients at the Clinic.  Professional health care 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 with SVMHS to enable the Clinic’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 SVMHS policies and procedures, as developed and implemented in collaboration with 
physician leadership of Clinic. 

 
1.1.2 Allied Health Professionals.  If one or more allied health professionals shall be engaged to provide 

services to Clinic patients, Physician shall provide professional supervision of allied health professionals 
employed by SVMHS in the Clinic. 

 
1.1.3 Research Activities.  Physician shall participate, from time to time, in the medical research activities of 

SVMHS, as reasonably requested by SVMHS, or as initiated by Physician with the approval of SVMHS, 
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in either case to the extent such participation is consistent with the efficient and medically appropriate 
provision of Physician Services to patients of the Clinics. 

 
1.1.4 Community Medical Education Activities.  Physician shall participate in community and patient 

medical education activities as may be reasonably requested by SVMHS from time to time. 
 
1.1.5 Schedule.  Physician will provide Physician Services for the number of hours per week and number of 

weeks per year as set forth in Exhibit A, except as otherwise approved by the Clinic Administrator. 
 
1.1.6 Clinic Call Coverage.  Physician shall participate on the Clinic call panel.  Call panel coverage 

requirements shall be equitably divided amongst physicians of similar scope and specialty.  Physician shall 
be available by telephone, or through answering service to the physician taking call for the Clinic in order 
to respond to questions regarding Physician’s patients, without additional compensation by SVMHS. 

 
1.2 No Substitutions.  Physician shall personally perform the services required of Physician under this Agreement. 

Physician shall not engage a substitute or subcontractor to provide these services.  Any discontinuation of service 
by Physician, or any attempted substitution of Physician or any attempted delegation of Physician’s obligations 
under this Agreement, without SVMHS’s approval and consent, shall be deemed a material breach of Physician’s 
obligations. 

 
1.3 Absences.  In the event Physician is unable to perform the obligations under this Agreement due to illness, 

continuing education responsibilities, leave or other justifiable cause, SVMHS shall designate a qualified 
replacement.  SVMHS shall have the right to approve the length of Physician’s absence, and any unapproved 
absence shall constitute a breach of this Agreement.  Physician shall be entitled to vacations and other leaves of 
absence, if any, in accordance with Exhibit A to this Agreement.  Physician must provide SVMHS with forty-five 
(45) days’ prior written notice in advance of any absence, when practicable. 

 
1.4 Credentialing.  Physician shall cooperate with SVMHS with respect to its credentialing and recredentialing 

requirements for professionals providing services to patients of the Clinic and shall submit applications and 
supporting documentation timely and completely in order to comply with the requirements of SVMHS’s 
credentialing program for the Clinic. 

 
1.5 Code of Conduct.  Physician shall comply with the SVMC Policy and Procedure Manual, as such document shall 

exist from time to time. 
 
1.6 Limitation on Use.  All items and services provided by SVMHS to Physician pursuant to the terms of this 

Agreement shall be used by Physician exclusively to satisfy Physician’s contractual obligations under this 
Agreement.  Without limiting the foregoing, such items, including SVMHS premises, shall not be used by 
Physician in the operation of a private practice of medicine or any activity unrelated to the treatment of SVMHS 
patients. 

 
1.7 Notification of Certain Events and Noncompliance.  Physician shall notify SVMHS in writing as soon as 

possible, and within a maximum of twenty-four (24) hours, after Physician becomes aware: (a) that Physician has 
become the subject of, or materially involved in, any investigation, proceeding, or disciplinary action by any state 
or federal health care program, any state’s medical board or professional board, or any agency responsible for 
professional licensing, standards or behavior; (b) that Physician has become the subject of any legal action or legal 
proceeding arising out of the provision of services under this Agreement; or (c) of any event occurring that would 
materially alter the status or ability of Physician’s compliance with this Article 1 (Physician Responsibilities), 
including, without limitation, the imposition of any integrity agreement, consent decree or settlement agreement 
with any state or federal agency having jurisdiction over Physician.   

 
1.8 Financial Conflict of Interest.  Physician shall immediately report to SVMHS any financial conflict or potential 

financial conflict of interest of Physician or Physician’s spouse or dependent children with the interests of SVMHS 
and shall give full disclosure of the facts pertaining to any relationship, transaction or other activity of Physician, 
or Physician’s spouse or dependent children, that may be reasonably construed to involve a financial conflict of 
interest with SVMHS or that would have an adverse effect on Physician’s satisfactory performance of Physician’s 
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obligations under this Agreement.  Except with the approval of SVMHS, Physician shall not solicit or accept any 
financial benefit, in cash or in kind, from a current or potential vendor of goods or services to SVMHS, a 
pharmaceutical or medical device manufacturer or any provider of medical services. 

 
1.9 Education and Training.  On request, Physician shall participate in education and training sessions provided, 

sponsored or paid for by SVMHS that relate to quality improvement, patient safety, Clinic operations and other 
matters pertinent to Physician’s performance of Physician responsibilities under this Agreement, not to exceed 
four (4) hours per quarter. 

 
ARTICLE II.  PROFESSIONAL STANDARDS 

 
2.1 Licensure and Standards.  Physician shall: (i) be licensed to practice medicine in the State of California without 

restriction; (ii) be certified as a participating physician in the Medicare and Medi-Cal programs; and (iii) maintain 
an unrestricted Drug Enforcement Administration (“DEA”) registration. 

 
ARTICLE III.  COMPENSATION 

 
3.1 Compensation for Physician Services.  Physician shall be entitled to fair market value compensation as set forth 

in Exhibit A to this Agreement. 
 
3.2 Benefits.  In addition to compensation set forth in Section 3.1 (Compensation for Physician Services), Physician 

shall receive the benefits, if any, as described in Exhibit A to this Agreement. 
 
3.3 Practice Guidelines/Best Quality Practices.  Physician shall participate in the accepted practice guidelines and 

best quality practices described in Exhibit A to this Agreement. 
 
3.4 Continuing Medical Education.  Physician shall be entitled to reimbursement for continuing medical education 

expense as provided in Exhibit A to this Agreement. 
 
3.5 Recordkeeping.  Physician shall furnish to the Clinic Administrator a report of daily direct patient care.  This 

report will include appropriate documentation of patient services provided by Physician to enable SVMHS to 
timely and accurately bill and collect for such services, including preparation and submission of charge sheets to 
responsible parties. 

 
3.6 Limitations.  Except as specifically set forth in this Section, Physician shall have no claims under this Agreement 

or otherwise against SVMHS for any compensation, benefits or reimbursement of expenses or costs incurred in 
connection with this Agreement, Physician Services, or Physician’s performance obligations under this 
Agreement. 

 
ARTICLE IV.  STANDARD TERMS AND CONDITIONS 

 
4.1 Additional Terms and Conditions.  Physician acknowledges the Standard Terms and Conditions attached to and 

incorporated into this Agreement and agrees to abide and be bound by each and every provision of the Standard 
Terms and Conditions.  Physician acknowledges having read the Representations and Warranties provisions in 
Section 1, and confirms the accuracy of the Representations and Warranties, and the Term and Termination 
provisions in Section 3, and understands the circumstances under which this Agreement may be terminated. 

 
 
The Parties have executed this Agreement to be effective as of the Effective Date first set forth above. 
 
 
SVMHS       PHYSICIAN 
Salinas Valley Memorial Healthcare System   Mark Adame, MD 
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By:              
Pete Delgado, President/CEO    Mark Adame, MD 

 
 
 
Date:        Date:      
 
Address for Notices:      Address for Notices: 
 
President/Chief Executive Officer    SVMC _________________________ 
Salinas Valley Memorial Healthcare System   Attn:  _______________________, MD 
450 E. Romie Lane      ______________________________ 
Salinas, CA 93901      Salinas, CA  93901 
 
With Copy to: 
 
Gary R. Ray 
Ottone Leach & Ray LLP 
295 Main Street, Suite 600 
Salinas, CA 93901 
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EXHIBIT A 
 

VARIABLE TERMS AND CONDITIONS 
 
 

A.1 Further Description of Medical Services.   
 

A.1.1 Standard Locations.  Physician shall provide professional medical services in Physician’s specialty at 
locations specified by SVMHS, which will be within the SVMHS healthcare district boundaries or within 
thirty (30) miles of the SVMHS Hospital. 

 
 
A.1.2 Physician Additional Locations.  Physician is approved to provide medical services (i.e., “clinical work” 

pursuant to Section A.4.8.2) at:   
 

None as of the Effective Date of this Agreement. 
 
Physician shall provide documentation of medical services provided at these locations to Clinic 
administrator so such services may be billed and collected by SVMHS and credited to Physician in the 
determination of Productivity Compensation under this Agreement 

 
A.1.3 Changes to Locations.  Physician is responsible for notifying SVMHS of any proposed or actual changes 

to service locations. 
 
A.2 Schedule.  Physician shall provide Physician Services to Clinic patients on a full-time basis thirty-six (36) hours 

per week, forty-seven (47) weeks per year in a clinic setting; one (1) week of which can be allocated to continuing 
medical education.  There shall be no reduction for any weekday that Physician is scheduled to cover the Clinic 
but the Clinic is otherwise closed due to a Clinic designated observed holiday, recognizing that if a holiday falls 
on a weekend day, it is usually observed on the preceding Friday or the following Monday.  SVMHS will announce 
holiday observance in advance.  In the event Physician covers a Clinic shift on a Clinic designated observed 
holiday, then Physician shall be entitled to one weekday off for each shift(s) so covered and that weekday off shall 
count toward the forty-seven (47) weeks of coverage. 

 
A.3 Absences.  Physician shall be entitled to the following time off based upon Physician’s full-time status: five (5) 

weeks per year, accruing equally throughout the contract year.  Physician must provide forty-five (45) days’ notice 
for vacations and/or desired schedule changes that would leave a gap in any coverage area.  SVMHS will honor 
those requests should acceptable coverage be secured.  Physician is responsible for negotiating/scheduling 
coverage changes.  Physician will report days off to the Clinic’s practice manager for purposes of tracking actual 
annual days off. 

 
A.4 Compensation.   
 

A.4.1 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, SVMHS and Physician agree that SVMHS retains the right to continue, for 
the term of this Agreement, application of the compensation formula in this Agreement using the wRVU 
Conversion Factor set forth in this Agreement and the wRVU values in  the 2020 CMS Physician Fee 
Schedule . 

 
A. WRVU and WRVU Conversion Factors.  In general, Work RVU values per unit of service 

performed are determined based on the wRVU value for that service assigned by the Centers for 
Medicare and Medicaid Services (CMS).  For CPT codes without wRVU values assigned by 
CMS, the wRVU value shall be set by SVMHS consistent with current Clinic policies and 
procedures and fair market value standards.  SVMHS shall provide Physician with monthly 
reports of Physician’s actual wRVU production. 
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B. Changes by CMS.  In the event CMS modifies wRVU values and/or wRVU conversion factors, 

SVMHS is not obligated to modify the wRVU values and/or wRVU conversion factors used in 
the compensation formula for Services provided by Physician under this Agreement.  SVMHS 
shall have sole discretion regarding whether or how to incorporate any such CMS changes. 

 
C. Compensation Formula.  SVMHS and Physician agree that the wRVU Conversion Factor set 

forth in the Agreement and the wRVU values in effect as of the Effective Date of this Agreement 
shall continue to be used in the compensation formula for determining Physician compensation 
under this Agreement until the termination or expiration of this Agreement, or as otherwise 
mutually agreed to by SVMHS and Physician in writing.  The compensation formula set forth in 
the SVMC Physician Compensation Manual may be modified by SVMHS from time to time upon 
prior notice to Physician. 

 
A.4.2 Productivity Compensation for Work RVUs. Physician shall be paid Productivity Compensation based 

on the number of Work RVUs billed by Physician for his or her personally performed services under this 
Agreement multiplied by  Fifty-Seven Dollars and Sixty-Five Cents ($57.65) (“wRVU Conversion 
Factor”). Payment of Productivity Compensation shall be in accordance with SVMHS policies and, as 
applicable, prorated for any partial month of the Agreement.  SVMHS shall provide Physician with 
monthly reports of the Physician’s actual wRVU production. 

 
A.4.3 Work RVUs, Initial Draw and Draw. 

A. Initial Draw.  The Initial Draw will be equal to twenty five thousand dollars ($25,000.00) per month 
paid semi monthly on the 5th and 20th of each month.  Following six (6) months of actual Work RVU 
productivity experience, Physician shall be paid Draw monthly based on eighty-five percent (85%) of 
the calculated monthly average of work RVUs times the wRVU Conversion Factor.  Thereafter Draw 
will be reset in accordance with Section  A.4.3 D.   

B. Draw Less Than Actual Productivity Compensation.  After each quarter, if Physician’s Draw was 
less than Physician’s actual Productivity Compensation calculated under Section A.4.2 of Exhibit A 
of this Agreement, SVMHS shall pay Physician the difference in the next monthly payment of 
Productivity Compensation. 

C. Draw More Than Actual Productivity Compensation.  After each quarter, if Physician’s Draw was 
more than Physician’s actual Productivity Compensation calculated under Section A.4.2 of Exhibit A 
of this Agreement, SVMHS shall deduct the difference in the next monthly payment of Productivity 
Compensation. 

D. Resetting Draw.  At the end of each calendar year ending December 31, Physician’s Draw will be 
reset to eighty-five percent (85%) of Physician’s actual wRVU production for the previous twelve 
(12) months times the wRVU Conversion Factor.  This will allow Physician’s Draw amount to be 
adjusted on an annual basis up or down based on Physician’s actual wRVU production for the prior 
twelve (12) month period. 

A.4.4 Annual Incentive Plan.  An annual incentive plan shall be available to Physician who meets the eligibility 
requirements outlined in this Section A.4.4 and further described in Exhibit C to this Agreement.  Incentive 
payments are based on performance metrics measure on a Calendar Year basis, January 1 through 
December 31 (“Measurement Period”), and carry an eligibility requirement of at least one thousand 
(1,000) hours worked during the Measurement Period and a current Professional Services Agreement with 
Physician in place and in effect at the time of payment of the incentive in order to qualify.  Payments of 
any earned incentive shall be made by SVMHS within ninety (90) days of the end of the Measurement 
Period. 

A.4.5 Supervision of Allied Health Professionals. Physician shall be paid for professional services performed 
by Physician in the supervision of Allied Health Professionals.  A credit of fifteen percent (15%) of the 
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Allied Health Professional’s Work RVUs for services directly overseen and supervised by Physician will 
be added to Physician’s Productivity Compensation and multiplied by Physician’s wRVU Conversion 
Factor.  The credit for supervision of Allied Health Professionals does not apply to services an Allied 
Health Professional provides as an assistant surgeon. 

A.4.6 Payment on Termination.  On termination of this Agreement, which is not extended, renewed or 
superseded by another agreement, SVMHS shall pay to Physician the amount of any Productivity 
Compensation in excess of Draw or Base Compensation, as applicable due to Physician within twenty 
(20) days after the termination of this Agreement. 

A.4.7 Agreement Includes All Compensation from SVMHS and Hospital.  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 the SVMHS system, service on 
medical staff or SVMHS 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 
SVMHS shall be independently compensated to Physician by SVMHS and are not subject to the terms of 
this Agreement. 

A.4.8 Physician Services Revenue from Other Facilities.  Physician may provide services at facilities not 
operated by SVMHS (including professional medical, administrative, and panel/call services) as set forth 
in Exhibit B (“Other Facilities”).  Services provided at Other Facilities are acknowledged and excluded 
from Sections 6.1.1 and 6.1.2 of the Standard Terms and Conditions of this Agreement through reference 
in Exhibit B.  Except as noted in Section A.4.8.2, Physician shall receive compensation for services 
provided to Other Facilities as agreed to by Physician and the facility and this compensation shall be 
independent of this Agreement. 

A.4.8.1 Insurance/Administrative Overhead.  For administrative and panel/call services at Other 
Facilities, Physician shall pay to SVMHS five percent (5%) of the compensation received by 
Physician for such services, as reimbursement to SVMHS for the cost of insurance and for other 
administrative overhead costs which may be incurred by SVMHS in connection with such 
services.  Physician shall provide to SVMHS annually each Form 1099 received by Physician 
for payment in connection with such services together with payment to SVMHS of the amount 
due to it under this Section as determined based on the income reported in the Form 1099. 

A.4.8.2 Work RVUs at Other Facilities.  Clinical work at any such facility which is defined and 
categorized within wRVUs, other than for interpretive readings or services which are billed by 
Other Facilities, shall be billed and collected by SVMHS and credited to Physician in the 
determination of Productivity Compensation under this Agreement. 

A.4.8.3 Compensation Paid to Physician.  In the event compensation due to Physician from Other 
Facilities is paid directly to Physician, then Physician shall follow the methodology set forth in 
A.4.8.1 and pay to SVMHS five percent (5%) of the compensation received by Physician for 
such services, as reimbursement to SVMHS for the cost of insurance and for other 
administrative overhead costs which may be incurred by SVMHS in connection with such 
services. 

A.4.8.4 Compensation Paid to SVMHS.  In the event compensation due to Physician from Other 
Facilities is paid to SVMHS, then SVMHS shall: (i) retain five percent (5%) of the 
compensation for such services as reimbursement to SVMHS for the cost of insurance for other 
administrative overhead costs which may be incurred by SVMHS in connection with such 
services; and (ii) include ninety-five percent (95%) of the revenue for such services in the gross 
compensation paid by SVMHS to Physician.   

A.5 Benefits.  Physician shall be eligible for standard physician benefits offered by SVMC to physicians contracted 
by SVMHS for the Clinic. 
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A.5.1 Health/Dental Insurance.  Physician is eligible for group health and dental insurance offered by SVMC 

for Physician and Physician Dependents at a cost to Physician of fifteen percent (15%) of the monthly 
premium of the selected coverage. 

 
A.5.2 Retirement Benefits.  Physician shall have access to a 403(b) retirement plan and a 457 retirement plan 

offered by SVMHS.  SVMHS will make contributions in the amount of five percent (5%) of Physician’s 
compensation, up to the limits allowed by law, to Physician’s 403(b) retirement plan.  SVMHS 
contributions are subject to SVMHS retirement plan policies, including a three (3) year vesting period that 
begins on the effective date of this Agreement. 

 
A.6 Continuing Medical Education.  For each contract year during the term of this Agreement, Physician shall be 

entitled reimbursement for continuing medical education (CME) expenses incurred during the contract year up to 
a maximum of two thousand dollars ($2,000).  Unused CME expense reimbursement funds do not roll over to the 
following year.  Payment for reimbursable CME expenses shall be made in accordance with applicable Clinic 
policies. 

 
A.7 Practice Expense Reimbursement:  SVMHS shall pay all board certification expenses that are required by the 

certifying body,  licensure expenses including medical board, x-ray license, DEA license and other certificates 
which are required or necessary for Physician’s performance of professional services under this Agreement for 
which Physician is credentialed to perform (collectively, “Practice Expenses”).  Only Practice Expenses incurred 
on or after the effective date of the Original PSA may be reimbursed under this Section A.7. 

 
A.8 Services and Activities in Support of SVMHS/Clinic.  SVMHS and Physician acknowledge and agree that 

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

A.9 Practice Guidelines/Best Quality Practices.  Physician shall demonstrate cooperative work arrangements with 
the Medical Staff, Quality and Safety Leadership and SVMHS/SVMC 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.9.1 Attendance at regular monthly meetings with SVMHS and management services organization 
representatives when requested to review any operational or quality issues.  

 
A.9.2 Completion of all office visit notes within seven (7) days of visit.  A penalty of ten dollars ($10.00) 

applies per record, per day in excess of seven (7) that a visit note remains incomplete.  Penalty shall be 
deducted from Physician’s Productivity Compensation.  

 
A.9.3 Commitment to use of SVMHS supported electronic health/medical record platforms. 

 
A.9.4 Compliance with all governmental and SVMHS quality reporting initiatives including Meaningful Use, 

Physician Quality Reporting System and others that may come into effect from time to time.  
 

A.9.5 Timely arrival at Clinic for scheduled visits.  
 

A.10 Deposition/Court Appearance Fees.  In the event Physician is subpoenaed or requested to appear at a deposition 
or court proceeding to provide expert testimony unrelated to services provided under this Agreement, SVMHS 
may at its option and at Physician’s request, assist Physician with the management and coordination of such 
appearance as follows: 
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A.10.1 Clinic staff shall assist Physician with the management, coordination, scheduling and follow up pertaining 
to the appearance by Physician. 

 
A.10.2 To assist Physician with payment for Physician’s appearance, SVMHS shall collect all fees due to 

Physician for the appearance. 
 

A.10.3 As a service fee for providing the management, coordination, scheduling and follow up pertaining to the 
appearance by Physician, SVMHS shall retain fifty percent (50%) of the fees paid for the appearance by 
Physician. The remaining fifty percent (50%) of the fees paid for the appearance by Physician shall be 
paid to Physician by SVMHS as a pass-through payment and reported under standard payroll processing 
procedures. 

 
A.11 Physician Modifications and Exceptions to Standard Terms and Conditions. 

 
A.11.1 SVMHS acknowledges and excludes Physician ownership interest in Monterey Bay Independent 

Physician Association from Section 1.1 of the Standard Terms and Conditions of this Agreement. 
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EXHIBIT B 
 

Other Facilities 
 
 

The following are services performed at Other Facilities which are independent of SVMHS are listed pursuant to Section 
A.4.8 of Exhibit A, and for which physician compensation is in accordance with Section A.4.8. 
 
List facility name and specific activity: 
 
 None as of the Effective Date of this Agreement. 
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EXHIBIT C 
 

ANNUAL INCENTIVE PLAN 
 
Per the terms outlined in Exhibit A and in this Exhibit C, Physician may be eligible to participate in an Annual Incentive 
Plan.  Aspire Health Plan (“AHP”) is an SVMHS affiliated Health Plan that offers Medicare Advantage health plan 
options to eligible seniors in Monterey County.  For each AHP Medicare Advantage member attributed to a Physician 
by AHP as the designated Primary Care provider, Five Dollars ($5.00) per member, per month (“PMPM”) shall be 
allocated into an Annual Incentive Plan for Physician.  Physician is eligible for payment based on achievement of the 
Performance Targets outlined below for each Metric.  SVMHS and Physician may update these metrics annually through 
mutual agreement.  If a metric becomes unreportable based on limitations or circumstances outside the control of 
SVMHS and Physician, Physician shall receive full points for that metric.   
 

Metric Source Weight Performance Targets 

Patient Satisfaction w/Provider 
(for the 12 months ending 

December 31) 
POS 40% 

< 90% 
No Points 

≥ 90% 
Full Points 

Quality Metric: 

•Diabetes Hemoglobin A1c 
(HbA1c) Poor Control (>9%) 

4th Decile 

CMS 30% 
< Decile 4 

 
No Points 

≥ Decile 4 
 

Full Points 

Attributed Member Aspire 
Quality/HCC Gap Closure 
Percent (Baseline is SVMC 

PrimeCare HCC Gap Closure 
for CY18; reporting period is 

calendar year) 

Aspire 25% 
< 72% 

 
No Points 

≥ 72% 
 

Full Points 

Aspire MLR Benchmark 
Medical Loss Ratio (MLR) for 
all SVMC PrimeCare assigned 
patients relative to AHP CMS 

Bid for the plan year (reporting 
period is calendar year) SVMC-
PrimeCare MLR is calculated 
for the year by applying the 

incurred but not received 
(INBR) calculation utilized for 

Aspire Health Plan financial 
reporting to claims activity 

recorded for SVMC-PrimeCare 
through December 31 of each 

calendar year. 

Aspire 5% 
> CMS Bid MLR % 

 
No Points 

≤ CMS Bid MLR % 
 

Full Points 
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PHYSICIAN SERVICES AGREEMENT 

STANDARD TERMS AND CONDITIONS 

These Standard Terms and Conditions are incorporated into and made part of the Salinas Valley Memorial Healthcare 
System Professional Services Agreement. 

 
1. Physician Representation and Warranty.  Physician represents and warrants to SVMHS that, as of the 

Effective Date and the Commencement Date, except as set forth or disclosed in Exhibit A of the Clinic 
Professional Services Agreement, the following shall be true and correct:  

1.1 Physician has no direct or indirect stock or other equity or ownership interest (whether controlling or not) 
in any corporation, association, partnership, joint venture or other entity, excluding any publicly traded 
corporations, that provides health care goods or services;  

1.2 There is no action, order, writ, injunction, judgment or decree outstanding or any claim, suit, litigation, 
proceeding, labor dispute, arbitration, governmental audit or investigation (“Action”) pending, threatened 
or anticipated against, relating to or affecting Physician.  There are no court orders or agreements with, or 
liens by, any governmental authority that obligate, bind or in any way affect Physician;  

1.3 Physician has not violated and is in compliance with all laws, statutes, regulations, rules, notice 
requirements, guidelines and orders relating to Physician, including without limitation law and regulations 
regarding billing for services (collectively “Regulations”).  Physician has not received any notice to the 
effect that, or otherwise been advised that, Physician is not in compliance with any such Regulations or 
court order;  

1.4 Physician has timely filed with the appropriate taxing authorities all returns (including information returns 
and other material information) in respect of taxes required to be filed through the Effective Date and will 
timely file any such returns required to be filed on or prior to the commencement date of services under 
this Agreement.  All taxes have been timely paid, or will be timely paid.  Physician does not have any 
material liability for taxes in excess of the amounts so paid, or to be so paid.  There are no pending or 
threatened audits, investigations, disputes, notices of deficiency, claims or other Actions for or relating to 
any liability for taxes.  Physician has not waived any statute of limitations in respect of any taxes or agreed 
to any extension of time with respect to a tax assessment or deficiency; 

1.5 Physician satisfies, and at all times has satisfied, all performance standards and/or conditions of 
participation under any Governmental Program in which Physician participates or has participated with 
respect to goods provided or services rendered in connection with Physician’s medical practice.  All bills 
and claims submitted to Governmental Programs or any of their respective fiscal intermediaries or 
contractors (collectively, “Program Claims”) by or on behalf of Physician or Physician’s medical practice, 
will represent bona fide claims for items, services or goods provided to Governmental Program 
beneficiaries in accordance with applicable Regulations; Physician has not been the subject of any 
investigation, audit or action, including pending or threatened investigations, audits or actions, arising out 
of or related to Physician’s professional medical service;  

1.6 Physician’s license to practice medicine in any state has never been suspended, revoked or restricted and 
Physician has never been reprimanded, sanctioned or disciplined by any licensing board or medical 
specialty board;  

1.7 Physician has never been denied membership and/or reappointment to the medical staff of any hospital 
and has never had Physician’s medical staff membership or clinical privileges at any hospital suspended, 
limited or revoked for a medical disciplinary cause or reason; Physician is not a “Sanctioned Individual” 
as defined under the Social Security Act as anyone (i) who has been convicted of a criminal offense related 
to the delivery of an item of service under the Social Security Act or any state health care program; (ii) 
who has been convicted, under federal or state law, of a criminal offense relating to neglect or abuse of 
patients; (iii) who has been convicted after 1996, under federal or state law, in connection with the delivery 
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of a health care item or service or with respect to any act or omission in a health care program operated 
by or financed in whole or in part by any federal, state, or local government agency; (iv) who has been 
convicted of a felony relating to fraud, theft, embezzlement, breach of fiduciary responsibility, or other 
financial misconduct; (v) against whom a civil monetary penalty has been assessed under Sections 1128A 
or 1129 of the Social Security Act; or (vi) who has been excluded from Medicare participation or a state 
health care program;  

1.8 Physician is under no obligations (whether contractual or otherwise) to any former employer or third party 
that would prevent Physician from performing the services contemplated under this Agreement and 
otherwise to satisfy all of Physician’s duties and obligations hereunder.  Physician agrees to defend and 
indemnify SVMHS for all costs, expenses, demands and judgments that may occur as a result of 
Physician’s breach of Section 1.8 of the Standard Terms and Conditions; and 

1.9 Physician has disclosed to SVMHS any agreement to which Physician is or has been a party regarding the 
confidential information or trade secrets of others and Physician understands that Physician’s performance 
of services under this Agreement will not require Physician to breach any such agreement.  Physician shall 
not disclose protected confidential information or trade secrets of third parties to SVMHS nor induce 
SVMHS to use any such protected confidential information or trade secrets received from another under 
an agreement or understanding prohibiting such use or disclosure.   

2. SVMHS Responsibilities. 

2.1 SVMHS Services. 

2.1.1 Space.  SVMHS shall make available to Physician reasonably necessary facilities for the operation 
of Clinic.  Such space shall include an office furnished with a desk, which may be shared with 
other physicians. 

2.1.2 Equipment and Software.  SVMHS maintains authority to select and acquire equipment and 
software. SVMHS shall provide equipment and software consistent with SVMHS’s budget and 
operations.  

2.2 General Services.  SVMHS shall furnish ordinary janitorial services, maintenance services, and utilities, 
including telephone service, as may be required for the proper operation and conduct of Clinic.  

2.3 Supplies.  SVMHS maintains authority to purchase and provide supplies.  SVMHS shall provide supplies 
reasonably required for the proper treatment of Clinic patients, including prescription pads or tamper-
resistant EMR forms or paper printed with Physician’s name (unless Clinic practice and applicable 
regulations allow for paperless transmission of prescriptions).  Physician shall inform SVMHS of supply 
needs in a timely manner and shall manage the use of supplies in an efficient manner that promotes quality 
and cost-effective patient care. 

2.4 Business Operations.  SVMHS shall be responsible for, or shall arrange for, all business operations related 
to operation of the Clinic, including personnel management, billing and payroll functions.  

2.5 Chart Storage and Retrieval.  Upon Physician’s request, SVMHS shall store and retrieve non-Clinic 
records owned by Physicians in accordance with Clinic policies and procedures. 

2.6 SVMHS Performance.  The responsibilities of SVMHS under this Section 2 of the Standard Terms and 
Conditions shall be subject to SVMHS’s discretion and its usual purchasing practices, budget limitations 
and applicable laws and regulations. 

2.7 Professional Liability Insurance.  Except as otherwise provided in Exhibit A, SVMHS shall maintain 
professional liability insurance that provides coverage for any act of Physician that may have occurred 
during the term of this Agreement while providing the services contemplated under this Agreement, 
including services provided at Other Facilities listed in Exhibit B, notwithstanding the termination or 
expiration of the term of this Agreement.  Such policies must have limits of liability of at least two million 
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dollars ($2,000,000) per claim and four million dollars ($4,000,000) annual aggregate.  Upon termination 
of this Agreement, either in the event that this Agreement is terminated pursuant to Section 3.2 or in the 
event that the term of this Agreement expires and is not renewed, SVMHS shall continue the current 
policy, obtain prior acts coverage or “extended discovery period,” “extended reporting period,” or “tail” 
coverage, or otherwise take steps to insure that no lapse of coverage occurs for claims not asserted as of 
the termination or expiration of Agreement for occurrences prior to the termination or expiration date. 

2.8 Prior Acts.  Except as provided in Exhibit A, SVMHS shall obtain and maintain prior acts coverage with 
respect to claims not asserted as of the Effective Date for occurrences prior to the Effective Date. Such 
insurance must have a limit of liability of at least one million dollars ($1,000,000.00) per claim and three 
million dollars ($3,000,000.00) annual aggregate.  The prior act coverage shall be retroactive only to the 
date of ____________. 

 
2.9 Workers’ Compensation.  Physician shall be afforded coverage under SVMHS’s workers compensation 

program. 

3. Term and Termination.  

3.1 Term.  The term of this Agreement shall begin on the Effective Date and shall continue through and until 
the second (2nd) anniversary of the Effective Date, unless earlier terminated as provided in this 
Agreement.  

3.2 Termination.  Notwithstanding the provisions of Section 3.1 of these Standard Terms and Conditions, this 
Agreement may be terminated: 

3.2.1 By either Party, at any time upon ninety (90) days’ prior written notice to the other Party, without 
stating a cause or reason and without cause or penalty. 

3.2.2 By SVMHS, in its sole discretion, immediately, if Physician fails to maintain any of the 
Professional Standards described in Section 2.1 of the Agreement;  

3.2.3 By SVMHS, upon thirty (30) days’ prior written notice to Physician, upon the first occurrence of 
any one (1) or more of the following events, providing Physician the opportunity to cure the same 
during such thirty (30) day period: 

(a) Physician violates, or causes any other person or entity to violate, the Standards of Conduct, 
SVMHS’s corporate integrity program or any corporate integrity agreement applicable to 
SVMHS; 

(b) Physician engages in conduct that, in SVMHS’s good faith determination, jeopardizes the 
mental or physical health, safety or well-being of any person or damages the reputation of 
SVMHS;  

(c) Physician engages in inappropriate interaction with, inappropriate behavior towards, and/or 
harassment of SVMHS personnel, or any other actions or conduct which might be construed 
to constitute a hostile working environment; or 

(d) Physician’s Board certification is denied, suspended, restricted, terminated, revoked or 
relinquished for any reason, whether voluntarily or involuntarily, temporarily or permanently, 
regardless of the availability of civil or administrative hearing rights or judicial review with 
respect thereto. 

3.2.4 By SVMHS, upon ten (10) days’ prior written notice upon the occurrence of any one (1) or more 
of the following events: 
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(a) a material breach of this Agreement by Physician, except for a breach otherwise described in 
this section, that is not cured to the reasonable satisfaction of SVMHS within thirty (30) days 
after written notice of such breach is provided to Physician; 

(b) Physician has his or her medical staff membership or clinical privileges at any hospital 
terminated, suspended or revoked for any reason, or Physician relinquishes his or her medical 
staff membership or clinical privileges at any hospital under threat or during the pendency of 
any medical staff investigation or disciplinary action, whether voluntarily or involuntarily, 
temporarily or permanently, regardless of the availability of civil or administrative hearing 
rights or judicial review with respect thereto; Physician is the subject of an investigation or 
proceedings that could lead to disciplinary action by any organized medical staff; or 
Physician’s clinical privileges at any hospital are restricted for a period of longer than thirty 
(30) days; 

(c) Physician is convicted or charged with a felony or a misdemeanor involving fraud, dishonesty, 
controlled substances or moral turpitude, or any crime relevant to the provision of Physician 
Services or the practice of medicine; 

(d) Physician is excluded or suspended from participation in any Governmental Program; 

(e) A private payor refuses to credential, re-credential, or include Physician in payor’s provider 
agreement with SVMHS or the Clinic; 

(f) Physician fails to be covered by the professional liability insurance required to be maintained 
under this Agreement for any reason other than the termination of such insurance;  

(g) Physician fails to comply with any SVMHS rules after being given written notice of that 
failure and such failure continues for more than five (5) days after written notice thereof is 
provided to Physician; 

(h) Physician fails or refuses to provide SVMHS within thirty (30) days of receipt of a request 
therefor with any information reasonably requested by SVMHS and necessary to evaluate 
whether Physician is in violation of this Agreement or has committed any other act or 
omission that might constitute grounds for termination of this Agreement by SVMHS; 

(i) Physician is determined by SVMHS to be abusing drugs and/or alcohol;  

(j) Physician is the subject of two (2) or more medical malpractice judgments or settlements 
within any twelve (12) month period involving in each case a payment to or for the benefit of 
the plaintiff in excess of thirty thousand dollars ($30,000); or  

(k) Any event described in Section 3.2.3 of the Standard Terms and Conditions shall be repeated 
one (1) or more times. 

3.2.5 By either Party upon written notice to the other Party in the event that any federal, state or local 
government or agency passes, issues or promulgates any law, rule, regulation, standard or 
interpretation at any time while this Agreement is in effect that prohibits, restricts, limits or in any 
way substantially changes the arrangement contemplated herein or which otherwise significantly 
affects either Party’s rights or obligations under this Agreement. 

3.3 Effect of Termination.  Upon any termination or expiration of this Agreement: 

3.3.1 All rights and obligations of the Parties shall cease except (i) those rights and obligations that have 
accrued and remain unsatisfied prior to the termination or expiration, and (ii) those rights and 
obligations that expressly survive termination or expiration of this Agreement; 
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3.3.2 Physician shall vacate the Clinic premises as soon as practicable, no later than seven (7) business 
days after the effective date of termination, removing Physician’s personal property, and SVMHS 
may remove and store, at Physician’s expense, any personal property that Physician has not so 
removed; 

3.3.3 Physician shall immediately return to SVMHS all of SVMHS’s property, including equipment, 
supplies, furniture, furnishings and patient records (subject to Section 11 of the Standard Terms 
and Conditions [Records]), in Physician’s possession or under Physician’s control; and 

3.3.4 Physician shall not do anything or cause any other person to do anything that interferes with 
SVMHS’s efforts to engage any other person or entity for the provision of professional medical 
services, or interferes in any way with any relationship between SVMHS and any other person or 
entity who may be engaged to provide services to SVMHS. 

3.4 Suspension.  SVMHS may suspend Physician on written notice to Physician from performance of this 
Agreement if any matter or event described in Section 3.2.3 of the Standard Terms and Conditions has 
occurred and is continuing, such suspension to extend only for such time as SVMHS may reasonably 
require to investigate such matter or event and determine whether it constitutes a basis for termination of 
this Agreement. 

3.5 No Hearing Rights.  Expiration or termination of this Agreement for any reason shall not provide Physician 
with the right to a “fair hearing” or any other similar rights or procedures.  Notwithstanding the foregoing, 
Physician shall be entitled to hearing rights in accordance with Clinic policies and procedures in the event 
that any expiration or termination of this Agreement should result in a report being made concerning such 
Physician to the Medical Board of California or the National Practitioner Data Bank. 

3.6 Non-Renewal.  In the event that this Agreement is terminated pursuant to Section 3.2 of the Standard 
Terms and Conditions (Termination) prior to the expiration of the term or any renewal term, the Parties 
shall not enter into any agreement between them for the same or substantially the same services for one 
(1) year after the termination. 

3.7 Rights Upon Termination.  Upon any termination or expiration of this Agreement, all rights and 
obligations of the Parties shall cease except those rights and obligations that have accrued or expressly 
survive termination.  Notwithstanding the foregoing, SVMHS may offset against accrued compensation 
any payments due to SVMHS, but only as authorized by law.  Physician shall be released from any 
continuing obligation under this Agreement. 

4. Program Administration. 

4.1 Compliance Policies and Procedures.  SVMHS shall develop policies and procedures to ensure compliance 
with all applicable limitations imposed by California Business and Professions Code §§ 2052 and 2400 
(commonly referred to as “the prohibition on the corporate practice of medicine”) (the “Prohibition”).  On 
request of SVMHS, Physician shall attend meetings and participate in activities related to operations and 
quality. 

4.2 Clinic Operational Guidelines.  The Clinic shall be operated according to current policies, procedures and 
guidelines. 

4.3 Clinic Policy and Procedure Manual.  Physician shall abide by SVMC policies and procedures including 
the SVMC Policy and Procedure Manual as may be adopted or amended from time to time per the SVMC 
Physician Leadership and Clinical Integration Committee. 

4.4 Clinic Administrator.  A Clinic Administrator shall be designated by SVMHS. 

4.5 Chief Medical Officer.  A Chief Medical Officer shall be designated by SVMHS. 

5. HIPAA/State Patient Privacy Law Compliance; Confidential Information; Clinic Compliance Program. 
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5.1 Compliance with Privacy Standards.  SVMHS and Physician are each Covered Entities as defined under 
the Health Insurance Portability and Accountability Act (“HIPAA”).  The Parties will use and disclose 
confidential patient information, including “protected health information,” as defined in HIPAA, as 
amended, and the regulations thereunder, and confidential patient information otherwise rendered under 
state law, exclusively for treatment, payment, Clinic health care operations, and as otherwise authorized 
by HIPAA and state law.  Physician shall take all reasonable steps to use and disclose protected health 
information obtained in the course of providing services to Clinic patients in a manner such that the 
security and privacy of such information will be maintained and use appropriate safeguards to prevent use 
or disclosure of the information other than as described herein.  Specifically, Physician shall: 

5.1.1 Use and disclose protected health information solely for the benefit of SVMHS or for SVMHS’s 
internal administration or management, and shall not use or disclose any such information for 
purposes unrelated to providing services to Clinic patients or disclose any such information to 
third parties except as required by law or as authorized by SVMHS; 

5.1.2 Ensure that all of Physician’s agents, employees, subcontractors or affiliates to whom Physician 
provides protected health information or confidential patient information agree to the same 
restrictions and conditions for use and disclosure of protected health information that apply to 
Physician; 

5.1.3 Amend records, account for disclosures by Physician of protected health information, and make 
records available so that the individual to whom the protected health information pertains may 
review, access and obtain a copy of such record, consistent with the policies and procedures of 
SVMHS; 

5.1.4 Abide by SVMHS’s policies and procedures for patient information privacy and security and 
notify SVMHS promptly in the event Physician becomes aware that any confidential patient 
information or protected health information has been compromised or accessed in an 
impermissible or unauthorized manner; 

5.1.5 On request, participate in education and training sessions provided, sponsored or paid for by 
SVMHS that relate to patient information privacy and security; and  

5.1.6 Immediately inform SVMHS of a data breach or other unlawful disclosure, if and when Physician 
becomes aware of such breach or disclosure. 

Physician shall provide to SVMHS on request a statement of assurance from Physician that Physician will 
manage all protected health information and confidential patient information related to Clinic patients in 
a manner such that the security and privacy of such information will be maintained.  Failure to abide by 
the provisions of this section is a material breach of this Agreement. 

5.2 Confidential Information.  Confidential Information shall be and remain the sole property of SVMHS, as 
applicable.  “Confidential Information” includes any information related to the past, current or proposed 
operations, business or strategic plans, financial statements or reports, technology or services of SVMHS, 
any and all know-how, processes, trade secrets, manuals, confidential reports, any SVMHS patient’s 
individually identifiable health information (as defined under HIPAA), and any information, records and 
proceedings of SVMHS and/or Medical Staff committees, peer review bodies, quality committees and 
other committees or bodies charged with the evaluation and improvement of the quality of care.  
Confidential Information also includes confidential information of any third party that may be in SVMHS 
possession. 

5.2.1 Use of Confidential Information.  Physician shall not use any Confidential Information for any 
purpose not expressly permitted by this Agreement, or disclose Confidential Information to any 
person or entity without the prior written consent of SVMHS.  Physician shall protect Confidential 
Information from unauthorized use, access, or disclosure. 
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5.2.2 Return of Confidential Information.  Physician shall return to SVMHS all Confidential 
Information and all copies thereof in Physician’s possession or control, and permanently erase all 
electronic copies of such Confidential Information promptly upon the written request of SVMHS 
or the termination or expiration of this Agreement.  Physician shall not copy, duplicate or 
reproduce any Confidential Information without the prior written consent of SVMHS, as 
applicable.  

5.3 Clinic Compliance Program.  Physician acknowledges that SVMHS has implemented a Compliance 
Program for the purpose of ensuring that the provision of, and billing for, care provided to Clinic patients 
is in compliance with applicable federal and state laws (“Compliance Program”).  Physician acknowledges 
that Physician has received information relating to the Compliance Program, including SVMHS’s Code 
of Ethics.  Physician shall adhere to, abide by and support the Compliance Program.  Physician shall 
participate in training and education sessions relating to the Compliance Program as requested by SVMHS. 

6. Exclusivity; Non-Solicitation. 

6.1 Exclusivity.  During the term of this Agreement: 

6.1.1 Physician shall give first priority to performing all professional medical services to Clinic patients 
consistent with the terms of this Agreement and Physician shall not undertake to perform any 
activities if they would interfere with Physician’s performance of Physician’s obligations under 
this Agreement.  Except as provided in Exhibit A of this Agreement, Physician may only engage 
in a non-Clinic activity during the Clinic’s business hours with the prior written consent of a 
responsible representative of SVMHS, who may condition such consent upon requiring 
assignment and remittance to SVMHS of any compensation received by Physician in connection 
with such activity. 

6.1.2 Physician shall not, without the written consent of SVMHS, directly or indirectly render 
professional medical, teaching, research or other administrative services to or for any person or 
firm, other than SVMHS.  Physician shall not (i) enter into negotiations, contracts, or other 
arrangements with any other provider of health care services regarding outside appointments to 
be held during the term of this Agreement or financial arrangements generating professional 
income during the term of this Agreement (ii) or own, manage, join, be employed by, act in the 
capacity of an officer, director, trustee, shareholder or member or otherwise participate in the 
ownership, management, operation or control of any business or person providing health care 
services, without SVMHS’ prior written approval except as set forth in Exhibit A of this 
Agreement; provided, however that Physician may purchase and maintain ownership in publicly 
traded corporations without approval of SVMHS. 

6.2 Non-Solicitation.  During the term of this Agreement and for a period of one (1) year after the termination 
or expiration of this Agreement, Physician shall not solicit the employment of, or refer to others for 
employment, or urge or encourage any physicians or other personnel employed or contracted by SVMHS 
to seek alternative employment or to terminate existing employment or contracting relationships with 
either entity.  Upon termination of this Agreement, Physician may notify his or her patients in accordance 
with such procedures regarding patient notification as SVMHS may adopt from time to time, consistent 
with legal requirements and ethical guidelines applicable to the practice of medicine. The primary interest 
of the parties with respect to patient notifications and transfers of patient records is to insure that each 
patient’s choice is respected and implemented and there are no gaps in care. 

6.3 Corporate Name, Logo, Identity.  Physician shall not use the name, logo or corporate identity, or any part 
thereof, of Salinas Valley Memorial Healthcare System or its Clinics without the prior written consent of 
the entity whose name, logo or corporate identity is proposed to be used, except to solely identify such 
Physician’s status as a current member of the medical staff of such entity.  

6.4 Physician Development.  Physician shall immediately notify SVMHS of any research, development 
activities or invention that Physician has developed or is developing entirely on his or her own time 
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without using any SVMHS equipment, supplies, facilities or trade secret information (“Physician 
Development”).  Physician hereby assigns to SVMHS all of his or her right title and interest in any 
development or invention of the Physician that is not a Physician Development, that relates, at the time of 
conception or reduction to practice, to the Clinic’s business activities or the actual or demonstrably 
anticipated research or development activities of SVMHS and that results from the practice of medicine 
by Physician pursuant to this Agreement.  

6.5 On request of SVMHS, not more often than quarterly, Physician shall attest in writing that Physician is in 
full compliance with this section. 

 
6.6 The Parties recognize that if any provision of this section is breached, in whole or in part, by Physician, 

then SVMHS will be irreparably harmed thereby.  In the event of such breach, SVMHS shall be entitled, 
upon application to any court of proper jurisdiction, to a temporary restraining order or preliminary 
injunction to restrain and enjoin Physician from such violation without prejudice as to any other remedies 
SVMHS may have at law or in equity.  If any restriction contained in this section is held by any court to 
be unenforceable, or unreasonable, as to time, geographic area or business limitation, then such provisions 
shall be and are hereby reformed to the maximum time, geographic area or business limitation permitted 
by applicable laws. 

7. Meaningful Use; Other Incentive Programs. 

7.1 EHR Incentive Programs.  Physician shall use best efforts to participate in, and qualify for the maximum 
payments under, the Medicare EHR Incentive Program, and if applicable the Medicaid EHR Incentive 
Program as described in 42 Code of Federal Regulations Part 495, in part by becoming proficient in use 
of Clinic’s EHR system and participating in EHR training programs.  

7.2 Other Incentive Programs.  At the request of SVMHS, Physician shall participate in a program sponsored 
by the federal or state governments, commercial third party payors and other parties which provide 
incentives to SVMHS and Physician to improve quality of services, utilize appropriate technology, or 
otherwise enhance services provided at the Clinic. 

8. Billing for Professional Services. 

8.1 Assignment.  Physician hereby assigns to SVMHS all claims, demands and rights of Physician to bill and 
collect for all Physician Services rendered to Clinic patients, regardless of site of service.  Physician shall 
not bill or collect for any services rendered to Clinic patients, and all Clinic receivables and billings shall 
be the sole and exclusive property of SVMHS.  Any payments made pursuant to a payor agreement 
(including co-payments made by patients) shall constitute revenue of SVMHS.  In the event any payment 
is made to Physician pursuant to any payor agreement, Physician shall promptly remit such payment 
directly to SVMHS.  Physician shall timely complete any documents or forms necessary to document the 
assignment set forth in this section. 

8.2 SVMHS Responsibility.  SVMHS shall be solely responsible for providing or arranging for billing and 
collecting for all Physician Services provided to Clinic patients, and for managing all Clinic receivables 
and payables, including those related to Medicare and Medi-Cal beneficiaries. 

9. Non-Physician Personnel.  All non-physician personnel required for the proper operation and conduct of Clinic 
shall be employed and paid by SVMHS or its designee.  SVMHS or its designee shall establish and classify all 
non-physician positions and shall designate the persons assigned to each non-physician position.  Decision-making 
authority for non-physician clinical staffing and responsibilities will be made in accordance with policies 
established in collaboration between SVMHS and physician leadership of Clinic.  Relating to the performance of 
non-key administrative or non-physician personnel, SVMHS or its designee shall have Exclusive Decision-Making 
Authority to control, select, schedule and discharge such employees, and to take any direct disciplinary measures 
as needed. 

10. Relationship Between the Parties. 
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10.1 No Control Over Methods, Medical Decision-Making.  It is the intent of the Parties to comply with all 
applicable limitations imposed by the Prohibition.  SVMHS shall not have or exercise control or direction 
over the methods by which Physician performs professional medical services pursuant to this Agreement 
or Physician’s medical decision-making and, notwithstanding any other provision of this Agreement or 
otherwise, SVMHS shall cooperate with Physician to enable them to exert appropriate control over such 
methods and carryout such decision-making.  All work performed pursuant to this Agreement shall be in 
strict accordance with currently approved methods and practices in Physician’s professional specialty and 
in accordance with the standards set forth in this Agreement.  The sole interest of SVMHS is to insure that 
such services are performed and rendered in a competent and cost effective manner. 

10.2 No Control over Referrals.  Nothing in this Agreement limits (1) Physician’s ability to make referrals to 
the provider of his or her choice; or (2) where Physician provides his or her services; provided, however, 
that Physician will comply with all applicable requirements with SVMHS’s agreements with third-party 
payors for health care services including, but not limited to, agreements with recipients of referrals.  This 
Agreement does not create any obligation or requirement that SVMHS shall make any referral of patients 
to Physician and/or Physician shall make any referral of patients to SVMHS.  The payment of 
compensation is not based or conditioned in any way on referrals of patients to SVMHS, Hospital, Clinic 
or any other entity. 

10.3 Indemnification.  Except to the extent that any such loss or liability is covered by applicable insurance 
maintained by a Party, each Party shall indemnify, hold harmless and defend the other Party and its 
officers, agents and employees, against any loss or liability arising out of or resulting in any way from the 
acts or omissions of such Party or its own officers, employees or agents in breach of this Agreement, 
except (a) that any such obligation to indemnify and hold harmless shall be reduced by any amount of 
such loss or liability arising from the contributory acts or omissions of the indemnified Party and its 
owners, employees or agents, and (b) to the extent such indemnification would void insurance or coverage 
otherwise available with regard to such loss or liability.  This obligation shall not be qualified or eliminated 
by an allegation or finding that the other Party or any of its personnel is responsible for a passively 
negligent act or omission.  This section shall survive the termination of this Agreement. 

11. Records.  All files, charts and records, medical or otherwise, generated by Physician or any other medical 
professional in connection with services furnished pursuant to this Agreement are the property of Clinic.  Physician 
shall maintain medical records according to Clinic policies and procedures and in accordance with community 
standards, provided that, through such policies and procedures, SVMHS exercises no control or direction over 
Physician’s clinical decisions.  Each Party shall retain the confidentiality of all records and materials in accordance 
with all applicable state and federal laws.  SVMHS shall permit Physician to have access during or after the term 
of this Agreement to medical records generated by Physician as necessary in connection with claims, litigation, 
investigations or treatment of patients.  Such obligation shall only extend for the period of time that SVMHS 
normally retains such records.  Physician shall be entitled to maintain and utilize such medical records in 
Physician’s provision of patient care to those patients of the Clinic who authorize SVMHS to provide a copy to 
Physician. Clinic shall provide such copies on receipt of written authorization in accordance with Clinic’s 
applicable procedures and upon receipt of payment, all in accordance with Civil Code Section 123110. 

11.1 Access to Records.  To the extent required by Section 1861(v)(I)(I) of the Social Security Act, as amended, 
and by valid regulation which is directly applicable to that section, Physician agrees to make available 
upon valid written request from the Secretary of HHS, the Comptroller General, or any other duly 
authorized representatives, this Agreement and the books, documents and records of Physician to the 
extent that such books, documents and records are necessary to certify the nature and extent of SVMHS’s 
costs for services provided by Physician.   

Physician shall also make available such subcontract and the books, documents, and records of any 
subcontractor if that subcontractor performs any of Physician’s duties under this Agreement at a cost of 
ten thousand dollars ($10,000) or more over a twelve (12) month period, and if that subcontractor is related 
to Physician.  Such books, documents, and records shall be preserved and available for four (4) years after 
the furnishing of services by Physician pursuant to this Agreement.  If Physician is requested to disclose 
books, documents or records pursuant to this Section 11.1 of the Standard Terms and Conditions (Access 
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to Records) for purposes of an audit, Physician shall notify SVMHS of the nature and scope of such 
request, and shall make available, upon written request of SVMHS, all such books, documents or records. 

11.2 This section is intended to assure compliance with Section 1861 of the Social Security Act, as amended, 
and regulations directly pertinent to that Act.  The obligations of Physician under this section are strictly 
limited to compliance with those provisions, and shall be given effect only to the extent necessary to insure 
compliance with those provisions.  In the event that the requirements of those provisions are reduced or 
eliminated, the obligations of the Parties under this section shall likewise be reduced or eliminated.  

12. Dispute Resolution. 

12.1 Non-Medical Disagreements.  In the event questions or disagreements arise between the Parties 
concerning performance of responsibilities under this Agreement, or regarding other non-medical matters, 
such disagreements will be discussed between Physician and the Clinic Administrator and resolved if 
possible.  If no resolution is reached, the matter in dispute shall be referred to the SVMC Chief Executive 
Officer, or his/her designee, for further action.   

12.2 Medical Disagreements.  In the event questions or disagreements arise concerning quality metrics, 
standards of professional practice, or Physician conduct in the Clinic, such questions or disagreements 
shall be resolved by the SVMHS Chief Medical Officer or his/her designee. 

13. Miscellaneous. 

13.1 Assignment.  Physician shall not assign, sell, transfer or delegate any of Physician’s rights or duties, 
including by hiring or otherwise retaining additional physicians to perform services pursuant to this 
Agreement, without the prior written consent of SVMHS. 

13.2 Captions.  The captions used in this Agreement are for convenience only and shall not affect the 
interpretation of this Agreement. 

13.3 Choice of Law.  This Agreement shall be construed in accordance with, and governed by, the laws of the 
State of California.  Venue shall be Monterey County, California. 

13.4 Exhibits.  All Exhibits attached and referred to are fully incorporated by this reference. 

13.5 Notices.  Any notice under this Agreement shall be in writing, and any written notice or other document 
shall be deemed to have been duly given (i) on the date of personal service on the parties, (ii) on the third 
business day after mailing, if the document is mailed by registered or certified mail, (iii) one day after 
being sent by professional or overnight courier or messenger service guaranteeing one-day delivery, with 
receipt confirmed by the courier, or (iv) on the date of transmission if sent by telegram, telex, telecopy or 
other means of electronic transmission resulting in written copies, with receipt confirmed.  Any such notice 
shall be delivered or addressed to the parties at the addresses set forth in this Agreement or at the most 
recent address specified by the addressee through written notice under this provision.  Failure to conform 
to the requirement that mailings be done by registered or certified mail shall not defeat the effectiveness 
of notice actually received by the addressee. 

13.6 Entire Agreement.  This Agreement represents the entire understanding and agreement of the Parties as to 
those matters contained in it.  No other oral or written understanding shall be of any force or effect with 
respect to the matters contained in this Agreement, unless attached to this Agreement as an exhibit or 
subsequent amendment.   

13.7 Other Agreements.  This Agreement may be one of other agreements between SVMHS and Physician or 
an immediate family member of Physician.  SVMHS maintains a master list of such agreements, together 
with true and complete copies of the Agreement, that is available for review by the Secretary of the 
Department of Health and Human Services in accordance with 42 CFR § 411.357(d)(1)(ii). 
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13.8 Severability.  If any provision of this Agreement is determined to be illegal or unenforceable, that 
provision shall be severed from this Agreement, and the remaining provisions shall remain enforceable 
between the Parties. 

13.9 Waiver.  No waiver of any provision of this Agreement shall be effective against either Party unless it is 
in writing and signed by the Party granting the waiver.  The failure by either Party to exercise any rights 
under this section shall not operate as a waiver of such rights. 

13.10 Authority and Execution.  Each Party represents that it has the authority to execute this Agreement and 
does hereby bind the Party on whose behalf the execution is made. 

13.11 Independent Representation.  Each Party has had the opportunity to be represented by and to have this 
Agreement reviewed by its own separate legal, accounting, and tax counsel.  The Parties to this Agreement 
have been represented by separate independent legal, accounting and tax counsel.  Each Party has looked 
to such independent counsel representing that Party for advice regarding this Agreement.  No Party makes 
or represents to the other any representation of law or fact except as specifically provided in this 
Agreement. 

13.12 Counterparts.  This Agreement may be executed in multiple counterparts, all of which together shall be 
deemed one and the same instrument. 

13.13 Amendment.  This Agreement may be amended at any time by mutual agreement of the Parties, but any 
such amendment must be in writing, dated, signed by the Parties and attached hereto.  Notwithstanding 
the foregoing, in the event SVMHS intends to seek tax-exempt financing, Physician agrees to amend this 
Agreement as may be necessary for SVMHS to obtain such financing. 

13.14 Survival.  The provisions of Sections 1.8 (No Existing Obligations), 2.7 (Professional Liability Insurance), 
3.5 (No Hearing Rights), 5.1 (Compliance with Privacy Standards), 5.2 (Confidential Information), 6.3 
(Corporate Name, Logo, Identity), 8.1 (Claims Assignment and Cooperation), 10.3 (Indemnification), 11 
(Records), 12 (Dispute Resolution), 13.1 (Assignment), 13.3 (Choice of Law), and 13.5 (Notices) shall 
survive the termination of this Agreement. 

 

Page 137 of 189



SFP PSA  1 of 22 

SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM 
 

CLINIC PROFESSIONAL SERVICES AGREEMENT 
 

Douglas Cambier, M.D. 
 

(Specialty: Family Medicine)  
 

This Professional Services Agreement (“Agreement”) is entered into and effective April 1, 2021 (“Effective Date”), by 
and between Salinas Valley Memorial Healthcare System, a local health care district organized and operating pursuant 
to Division 23 of the California Health and Safety Code (“SVMHS”), and Douglas Cambier, M.D. (“Physician”).  
SVMHS and Physician may be referred to in this Agreement as a “Party” or collectively, as the “Parties.” Standard 
Terms and Conditions to this Agreement are attached to this Agreement and incorporated by this reference. 
 

RECITALS 

A. SVMHS owns and operates Salinas Valley Memorial Hospital, a general acute care hospital at 450 East Romie 
Lane, Salinas, California (“Hospital”). 

B. SVMHS operates a community clinic under the name “Salinas Valley Medical Clinic” (“SVMC” or “Clinic”) 
pursuant to section 1206(b) of the California Health and Safety Code. 

C. Physician is duly licensed to practice medicine in the State of California, and is qualified to provide professional 
services in Physician’s specialty in the Clinic. 

D. SVMHS desires that Physician provide professional services in Physician’s specialty in the Clinic to patients who 
need such services, and Physician has agreed to do so in accordance with the terms and conditions of this 
Agreement. 

The Parties agree as follows: 
 

ARTICLE I.  PHYSICIAN RESPONSIBILITIES 
 
1.1 Physician Services.  Physician shall personally provide the following services (“Physician Services”), consistent 

with the policies and procedures of Clinic, to the Clinic and patients of the Clinic, provided that Physician’s 
obligations under this Agreement are limited to the provision of services within Physician’s professional 
capabilities. 

 
1.1.1 Medical Services.  Physician shall personally provide professional health care services, described in 

Exhibit A, in Physician’s medical specialty, to patients at the Clinic.  Professional health care 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 with SVMHS to enable the Clinic’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 SVMHS policies and procedures, as developed and implemented in collaboration with 
physician leadership of Clinic. 

 
1.1.2 Allied Health Professionals.  If one or more allied health professionals shall be engaged to provide 

services to Clinic patients, Physician shall provide professional supervision of allied health professionals 
employed by SVMHS in the Clinic. 

 
1.1.3 Research Activities.  Physician shall participate, from time to time, in the medical research activities of 

SVMHS, as reasonably requested by SVMHS, or as initiated by Physician with the approval of SVMHS, 
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in either case to the extent such participation is consistent with the efficient and medically appropriate 
provision of Physician Services to patients of the Clinics. 

 
1.1.4 Community Medical Education Activities.  Physician shall participate in community and patient 

medical education activities as may be reasonably requested by SVMHS from time to time. 
 
1.1.5 Schedule.  Physician will provide Physician Services for the number of hours per week and number of 

weeks per year as set forth in Exhibit A, except as otherwise approved by the Clinic Administrator. 
 
1.1.6 Clinic Call Coverage.  Physician shall participate on the Clinic call panel.  Call panel coverage 

requirements shall be equitably divided amongst physicians of similar scope and specialty.  Physician shall 
be available by telephone, or through answering service to the physician taking call for the Clinic in order 
to respond to questions regarding Physician’s patients, without additional compensation by SVMHS. 

 
1.2 No Substitutions.  Physician shall personally perform the services required of Physician under this Agreement. 

Physician shall not engage a substitute or subcontractor to provide these services.  Any discontinuation of service 
by Physician, or any attempted substitution of Physician or any attempted delegation of Physician’s obligations 
under this Agreement, without SVMHS’s approval and consent, shall be deemed a material breach of Physician’s 
obligations. 

 
1.3 Absences.  In the event Physician is unable to perform the obligations under this Agreement due to illness, 

continuing education responsibilities, leave or other justifiable cause, SVMHS shall designate a qualified 
replacement.  SVMHS shall have the right to approve the length of Physician’s absence, and any unapproved 
absence shall constitute a breach of this Agreement.  Physician shall be entitled to vacations and other leaves of 
absence, if any, in accordance with Exhibit A to this Agreement.  Physician must provide SVMHS with forty-five 
(45) days’ prior written notice in advance of any absence, when practicable. 

 
1.4 Credentialing.  Physician shall cooperate with SVMHS with respect to its credentialing and recredentialing 

requirements for professionals providing services to patients of the Clinic and shall submit applications and 
supporting documentation timely and completely in order to comply with the requirements of SVMHS’s 
credentialing program for the Clinic. 

 
1.5 Code of Conduct.  Physician shall comply with the SVMC Policy and Procedure Manual, as such document shall 

exist from time to time. 
 
1.6 Limitation on Use.  All items and services provided by SVMHS to Physician pursuant to the terms of this 

Agreement shall be used by Physician exclusively to satisfy Physician’s contractual obligations under this 
Agreement.  Without limiting the foregoing, such items, including SVMHS premises, shall not be used by 
Physician in the operation of a private practice of medicine or any activity unrelated to the treatment of SVMHS 
patients. 

 
1.7 Notification of Certain Events and Noncompliance.  Physician shall notify SVMHS in writing as soon as 

possible, and within a maximum of twenty-four (24) hours, after Physician becomes aware: (a) that Physician has 
become the subject of, or materially involved in, any investigation, proceeding, or disciplinary action by any state 
or federal health care program, any state’s medical board or professional board, or any agency responsible for 
professional licensing, standards or behavior; (b) that Physician has become the subject of any legal action or legal 
proceeding arising out of the provision of services under this Agreement; or (c) of any event occurring that would 
materially alter the status or ability of Physician’s compliance with this Article 1 (Physician Responsibilities), 
including, without limitation, the imposition of any integrity agreement, consent decree or settlement agreement 
with any state or federal agency having jurisdiction over Physician.   

 
1.8 Financial Conflict of Interest.  Physician shall immediately report to SVMHS any financial conflict or potential 

financial conflict of interest of Physician or Physician’s spouse or dependent children with the interests of SVMHS 
and shall give full disclosure of the facts pertaining to any relationship, transaction or other activity of Physician, 
or Physician’s spouse or dependent children, that may be reasonably construed to involve a financial conflict of 
interest with SVMHS or that would have an adverse effect on Physician’s satisfactory performance of Physician’s 
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obligations under this Agreement.  Except with the approval of SVMHS, Physician shall not solicit or accept any 
financial benefit, in cash or in kind, from a current or potential vendor of goods or services to SVMHS, a 
pharmaceutical or medical device manufacturer or any provider of medical services. 

 
1.9 Education and Training.  On request, Physician shall participate in education and training sessions provided, 

sponsored or paid for by SVMHS that relate to quality improvement, patient safety, Clinic operations and other 
matters pertinent to Physician’s performance of Physician responsibilities under this Agreement, not to exceed 
four (4) hours per quarter. 

 
ARTICLE II.  PROFESSIONAL STANDARDS 

 
2.1 Licensure and Standards.  Physician shall: (i) be licensed to practice medicine in the State of California without 

restriction; (ii) be certified as a participating physician in the Medicare and Medi-Cal programs; and (iii) maintain 
an unrestricted Drug Enforcement Administration (“DEA”) registration. 

 
ARTICLE III.  COMPENSATION 

 
3.1 Compensation for Physician Services.  Physician shall be entitled to fair market value compensation as set forth 

in Exhibit A to this Agreement. 
 
3.2 Benefits.  In addition to compensation set forth in Section 3.1 (Compensation for Physician Services), Physician 

shall receive the benefits, if any, as described in Exhibit A to this Agreement. 
 
3.3 Practice Guidelines/Best Quality Practices.  Physician shall participate in the accepted practice guidelines and 

best quality practices described in Exhibit A to this Agreement. 
 
3.4 Continuing Medical Education.  Physician shall be entitled to reimbursement for continuing medical education 

expense as provided in Exhibit A to this Agreement. 
 
3.5 Recordkeeping.  Physician shall furnish to the Clinic Administrator a report of daily direct patient care.  This 

report will include appropriate documentation of patient services provided by Physician to enable SVMHS to 
timely and accurately bill and collect for such services, including preparation and submission of charge sheets to 
responsible parties. 

 
3.6 Limitations.  Except as specifically set forth in this Section, Physician shall have no claims under this Agreement 

or otherwise against SVMHS for any compensation, benefits or reimbursement of expenses or costs incurred in 
connection with this Agreement, Physician Services, or Physician’s performance obligations under this 
Agreement. 

 
ARTICLE IV.  STANDARD TERMS AND CONDITIONS 

 
4.1 Additional Terms and Conditions.  Physician acknowledges the Standard Terms and Conditions attached to and 

incorporated into this Agreement and agrees to abide and be bound by each and every provision of the Standard 
Terms and Conditions.  Physician acknowledges having read the Representations and Warranties provisions in 
Section 1, and confirms the accuracy of the Representations and Warranties, and the Term and Termination 
provisions in Section 3, and understands the circumstances under which this Agreement may be terminated. 

 
 
The Parties have executed this Agreement to be effective as of the Effective Date first set forth above. 
 
 
SVMHS       PHYSICIAN 
Salinas Valley Memorial Healthcare System   Douglas Cambier, MD 
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By:              
Pete Delgado, President/CEO    Douglas Cambier, MD 

 
 
 
Date:        Date:      
 
Address for Notices:      Address for Notices: 
 
President/Chief Executive Officer    SVMC _________________________ 
Salinas Valley Memorial Healthcare System   Attn:  _______________________, MD 
450 E. Romie Lane      ______________________________ 
Salinas, CA 93901      Salinas, CA  93901 
 
With Copy to: 
 
Gary R. Ray 
Ottone Leach & Ray LLP 
295 Main Street, Suite 600 
Salinas, CA 93901 
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EXHIBIT A 
 

VARIABLE TERMS AND CONDITIONS 
 
 

A.1 Further Description of Medical Services.   
 

A.1.1 Standard Locations.  Physician shall provide professional medical services in Physician’s specialty at 
locations specified by SVMHS, which will be within the SVMHS healthcare district boundaries or within 
thirty (30) miles of the SVMHS Hospital. 

 
 
A.1.2 Physician Additional Locations.  Physician is approved to provide medical services (i.e., “clinical work” 

pursuant to Section A.4.8.2) at:   
 

None as of the Effective Date of this Agreement. 
 
Physician shall provide documentation of medical services provided at these locations to Clinic 
administrator so such services may be billed and collected by SVMHS and credited to Physician in the 
determination of Productivity Compensation under this Agreement 

 
A.1.3 Changes to Locations.  Physician is responsible for notifying SVMHS of any proposed or actual changes 

to service locations. 
 
A.2 Schedule.  Physician shall provide Physician Services to Clinic patients on a full-time basis thirty-six (36) hours 

per week, forty-seven (47) weeks per year in a clinic setting; one (1) week of which can be allocated to continuing 
medical education.  There shall be no reduction for any weekday that Physician is scheduled to cover the Clinic 
but the Clinic is otherwise closed due to a Clinic designated observed holiday, recognizing that if a holiday falls 
on a weekend day, it is usually observed on the preceding Friday or the following Monday.  SVMHS will announce 
holiday observance in advance.  In the event Physician covers a Clinic shift on a Clinic designated observed 
holiday, then Physician shall be entitled to one weekday off for each shift(s) so covered and that weekday off shall 
count toward the forty-seven (47) weeks of coverage. 

 
A.3 Absences.  Physician shall be entitled to the following time off based upon Physician’s full-time status: five (5) 

weeks per year, accruing equally throughout the contract year.  Physician must provide forty-five (45) days’ notice 
for vacations and/or desired schedule changes that would leave a gap in any coverage area.  SVMHS will honor 
those requests should acceptable coverage be secured.  Physician is responsible for negotiating/scheduling 
coverage changes.  Physician will report days off to the Clinic’s practice manager for purposes of tracking actual 
annual days off. 

 
A.4 Compensation.   
 

A.4.1 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, SVMHS and Physician agree that SVMHS retains the right to continue, for 
the term of this Agreement, application of the compensation formula in this Agreement using the wRVU 
Conversion Factor set forth in this Agreement and the wRVU values in  the 2020 CMS Physician Fee 
Schedule . 

 
A. WRVU and WRVU Conversion Factors.  In general, Work RVU values per unit of service 

performed are determined based on the wRVU value for that service assigned by the Centers for 
Medicare and Medicaid Services (CMS).  For CPT codes without wRVU values assigned by 
CMS, the wRVU value shall be set by SVMHS consistent with current Clinic policies and 
procedures and fair market value standards.  SVMHS shall provide Physician with monthly 
reports of Physician’s actual wRVU production. 
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B. Changes by CMS.  In the event CMS modifies wRVU values and/or wRVU conversion factors, 

SVMHS is not obligated to modify the wRVU values and/or wRVU conversion factors used in 
the compensation formula for Services provided by Physician under this Agreement.  SVMHS 
shall have sole discretion regarding whether or how to incorporate any such CMS changes. 

 
C. Compensation Formula.  SVMHS and Physician agree that the wRVU Conversion Factor set 

forth in the Agreement and the wRVU values in effect as of the Effective Date of this Agreement 
shall continue to be used in the compensation formula for determining Physician compensation 
under this Agreement until the termination or expiration of this Agreement, or as otherwise 
mutually agreed to by SVMHS and Physician in writing.  The compensation formula set forth in 
the SVMC Physician Compensation Manual may be modified by SVMHS from time to time upon 
prior notice to Physician. 

 
A.4.2 Productivity Compensation for Work RVUs. Physician shall be paid Productivity Compensation based 

on the number of Work RVUs billed by Physician for his or her personally performed services under this 
Agreement multiplied by  Fifty-Seven Dollars and Sixty-Five Cents ($57.65) (“wRVU Conversion 
Factor”). Payment of Productivity Compensation shall be in accordance with SVMHS policies and, as 
applicable, prorated for any partial month of the Agreement.  SVMHS shall provide Physician with 
monthly reports of the Physician’s actual wRVU production. 

 
A.4.3 Work RVUs, Initial Draw and Draw. 

A. Initial Draw.  The Initial Draw will be equal to twenty five thousand dollars ($25,000.00) per month 
paid semi monthly on the 5th and 20th of each month.  Following six (6) months of actual Work RVU 
productivity experience, Physician shall be paid Draw monthly based on eighty-five percent (85%) of 
the calculated monthly average of work RVUs times the wRVU Conversion Factor.  Thereafter Draw 
will be reset in accordance with Section  A.4.3 D.   

B. Draw Less Than Actual Productivity Compensation.  After each quarter, if Physician’s Draw was 
less than Physician’s actual Productivity Compensation calculated under Section A.4.2 of Exhibit A 
of this Agreement, SVMHS shall pay Physician the difference in the next monthly payment of 
Productivity Compensation. 

C. Draw More Than Actual Productivity Compensation.  After each quarter, if Physician’s Draw was 
more than Physician’s actual Productivity Compensation calculated under Section A.4.2 of Exhibit A 
of this Agreement, SVMHS shall deduct the difference in the next monthly payment of Productivity 
Compensation. 

D. Resetting Draw.  At the end of each calendar year ending December 31, Physician’s Draw will be 
reset to eighty-five percent (85%) of Physician’s actual wRVU production for the previous twelve 
(12) months times the wRVU Conversion Factor.  This will allow Physician’s Draw amount to be 
adjusted on an annual basis up or down based on Physician’s actual wRVU production for the prior 
twelve (12) month period. 

A.4.4 Annual Incentive Plan.  An annual incentive plan shall be available to Physician who meets the eligibility 
requirements outlined in this Section A.4.4 and further described in Exhibit C to this Agreement.  Incentive 
payments are based on performance metrics measure on a Calendar Year basis, January 1 through 
December 31 (“Measurement Period”), and carry an eligibility requirement of at least one thousand 
(1,000) hours worked during the Measurement Period and a current Professional Services Agreement with 
Physician in place and in effect at the time of payment of the incentive in order to qualify.  Payments of 
any earned incentive shall be made by SVMHS within ninety (90) days of the end of the Measurement 
Period. 

A.4.5 Supervision of Allied Health Professionals. Physician shall be paid for professional services performed 
by Physician in the supervision of Allied Health Professionals.  A credit of fifteen percent (15%) of the 
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Allied Health Professional’s Work RVUs for services directly overseen and supervised by Physician will 
be added to Physician’s Productivity Compensation and multiplied by Physician’s wRVU Conversion 
Factor.  The credit for supervision of Allied Health Professionals does not apply to services an Allied 
Health Professional provides as an assistant surgeon. 

A.4.6 Payment on Termination.  On termination of this Agreement, which is not extended, renewed or 
superseded by another agreement, SVMHS shall pay to Physician the amount of any Productivity 
Compensation in excess of Draw or Base Compensation, as applicable due to Physician within twenty 
(20) days after the termination of this Agreement. 

A.4.7 Agreement Includes All Compensation from SVMHS and Hospital.  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 the SVMHS system, service on 
medical staff or SVMHS 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 
SVMHS shall be independently compensated to Physician by SVMHS and are not subject to the terms of 
this Agreement. 

A.4.8 Physician Services Revenue from Other Facilities.  Physician may provide services at facilities not 
operated by SVMHS (including professional medical, administrative, and panel/call services) as set forth 
in Exhibit B (“Other Facilities”).  Services provided at Other Facilities are acknowledged and excluded 
from Sections 6.1.1 and 6.1.2 of the Standard Terms and Conditions of this Agreement through reference 
in Exhibit B.  Except as noted in Section A.4.8.2, Physician shall receive compensation for services 
provided to Other Facilities as agreed to by Physician and the facility and this compensation shall be 
independent of this Agreement. 

A.4.8.1 Insurance/Administrative Overhead.  For administrative and panel/call services at Other 
Facilities, Physician shall pay to SVMHS five percent (5%) of the compensation received by 
Physician for such services, as reimbursement to SVMHS for the cost of insurance and for other 
administrative overhead costs which may be incurred by SVMHS in connection with such 
services.  Physician shall provide to SVMHS annually each Form 1099 received by Physician 
for payment in connection with such services together with payment to SVMHS of the amount 
due to it under this Section as determined based on the income reported in the Form 1099. 

A.4.8.2 Work RVUs at Other Facilities.  Clinical work at any such facility which is defined and 
categorized within wRVUs, other than for interpretive readings or services which are billed by 
Other Facilities, shall be billed and collected by SVMHS and credited to Physician in the 
determination of Productivity Compensation under this Agreement. 

A.4.8.3 Compensation Paid to Physician.  In the event compensation due to Physician from Other 
Facilities is paid directly to Physician, then Physician shall follow the methodology set forth in 
A.4.8.1 and pay to SVMHS five percent (5%) of the compensation received by Physician for 
such services, as reimbursement to SVMHS for the cost of insurance and for other 
administrative overhead costs which may be incurred by SVMHS in connection with such 
services. 

A.4.8.4 Compensation Paid to SVMHS.  In the event compensation due to Physician from Other 
Facilities is paid to SVMHS, then SVMHS shall: (i) retain five percent (5%) of the 
compensation for such services as reimbursement to SVMHS for the cost of insurance for other 
administrative overhead costs which may be incurred by SVMHS in connection with such 
services; and (ii) include ninety-five percent (95%) of the revenue for such services in the gross 
compensation paid by SVMHS to Physician.   

A.5 Benefits.  Physician shall be eligible for standard physician benefits offered by SVMC to physicians contracted 
by SVMHS for the Clinic. 
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A.5.1 Health/Dental Insurance.  Physician is eligible for group health and dental insurance offered by SVMC 

for Physician and Physician Dependents at a cost to Physician of fifteen percent (15%) of the monthly 
premium of the selected coverage. 

 
A.5.2 Retirement Benefits.  Physician shall have access to a 403(b) retirement plan and a 457 retirement plan 

offered by SVMHS.  SVMHS will make contributions in the amount of five percent (5%) of Physician’s 
compensation, up to the limits allowed by law, to Physician’s 403(b) retirement plan.  SVMHS 
contributions are subject to SVMHS retirement plan policies, including a three (3) year vesting period that 
begins on the effective date of this Agreement. 

 
A.6 Continuing Medical Education.  For each contract year during the term of this Agreement, Physician shall be 

entitled reimbursement for continuing medical education (CME) expenses incurred during the contract year up to 
a maximum of two thousand dollars ($2,000).  Unused CME expense reimbursement funds do not roll over to the 
following year.  Payment for reimbursable CME expenses shall be made in accordance with applicable Clinic 
policies. 

 
A.7 Practice Expense Reimbursement:  SVMHS shall pay all board certification expenses that are required by the 

certifying body,  licensure expenses including medical board, x-ray license, DEA license and other certificates 
which are required or necessary for Physician’s performance of professional services under this Agreement for 
which Physician is credentialed to perform (collectively, “Practice Expenses”).  Only Practice Expenses incurred 
on or after the effective date of the Original PSA may be reimbursed under this Section A.7. 

 
A.8 Services and Activities in Support of SVMHS/Clinic.  SVMHS and Physician acknowledge and agree that 

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

A.9 Practice Guidelines/Best Quality Practices.  Physician shall demonstrate cooperative work arrangements with 
the Medical Staff, Quality and Safety Leadership and SVMHS/SVMC 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.9.1 Attendance at regular monthly meetings with SVMHS and management services organization 
representatives when requested to review any operational or quality issues.  

 
A.9.2 Completion of all office visit notes within seven (7) days of visit.  A penalty of ten dollars ($10.00) 

applies per record, per day in excess of seven (7) that a visit note remains incomplete.  Penalty shall be 
deducted from Physician’s Productivity Compensation.  

 
A.9.3 Commitment to use of SVMHS supported electronic health/medical record platforms. 

 
A.9.4 Compliance with all governmental and SVMHS quality reporting initiatives including Meaningful Use, 

Physician Quality Reporting System and others that may come into effect from time to time.  
 

A.9.5 Timely arrival at Clinic for scheduled visits.  
 

A.10 Deposition/Court Appearance Fees.  In the event Physician is subpoenaed or requested to appear at a deposition 
or court proceeding to provide expert testimony unrelated to services provided under this Agreement, SVMHS 
may at its option and at Physician’s request, assist Physician with the management and coordination of such 
appearance as follows: 
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A.10.1 Clinic staff shall assist Physician with the management, coordination, scheduling and follow up pertaining 
to the appearance by Physician. 

 
A.10.2 To assist Physician with payment for Physician’s appearance, SVMHS shall collect all fees due to 

Physician for the appearance. 
 

A.10.3 As a service fee for providing the management, coordination, scheduling and follow up pertaining to the 
appearance by Physician, SVMHS shall retain fifty percent (50%) of the fees paid for the appearance by 
Physician. The remaining fifty percent (50%) of the fees paid for the appearance by Physician shall be 
paid to Physician by SVMHS as a pass-through payment and reported under standard payroll processing 
procedures. 

 
A.11 Physician Modifications and Exceptions to Standard Terms and Conditions. 

 
A.11.1 SVMHS acknowledges and excludes Physician ownership interest in Monterey Bay Independent 

Physician Association from Section 1.1 of the Standard Terms and Conditions of this Agreement. 
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EXHIBIT B 
 

Other Facilities 
 
 

The following are services performed at Other Facilities which are independent of SVMHS are listed pursuant to Section 
A.4.8 of Exhibit A, and for which physician compensation is in accordance with Section A.4.8. 
 
List facility name and specific activity: 
 
 None as of the Effective Date of this Agreement. 
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EXHIBIT C 
 

ANNUAL INCENTIVE PLAN 
 
Per the terms outlined in Exhibit A and in this Exhibit C, Physician may be eligible to participate in an Annual Incentive 
Plan.  Aspire Health Plan (“AHP”) is an SVMHS affiliated Health Plan that offers Medicare Advantage health plan 
options to eligible seniors in Monterey County.  For each AHP Medicare Advantage member attributed to a Physician 
by AHP as the designated Primary Care provider, Five Dollars ($5.00) per member, per month (“PMPM”) shall be 
allocated into an Annual Incentive Plan for Physician.  Physician is eligible for payment based on achievement of the 
Performance Targets outlined below for each Metric.  SVMHS and Physician may update these metrics annually through 
mutual agreement.  If a metric becomes unreportable based on limitations or circumstances outside the control of 
SVMHS and Physician, Physician shall receive full points for that metric.   
 

Metric Source Weight Performance Targets 

Patient Satisfaction w/Provider 
(for the 12 months ending 

December 31) 
POS 40% 

< 90% 
No Points 

≥ 90% 
Full Points 

Quality Metric: 

•Diabetes Hemoglobin A1c 
(HbA1c) Poor Control (>9%) 

4th Decile 

CMS 30% 
< Decile 4 

 
No Points 

≥ Decile 4 
 

Full Points 

Attributed Member Aspire 
Quality/HCC Gap Closure 
Percent (Baseline is SVMC 

PrimeCare HCC Gap Closure 
for CY18; reporting period is 

calendar year) 

Aspire 25% 
< 72% 

 
No Points 

≥ 72% 
 

Full Points 

Aspire MLR Benchmark 
Medical Loss Ratio (MLR) for 
all SVMC PrimeCare assigned 
patients relative to AHP CMS 

Bid for the plan year (reporting 
period is calendar year) SVMC-
PrimeCare MLR is calculated 
for the year by applying the 

incurred but not received 
(INBR) calculation utilized for 

Aspire Health Plan financial 
reporting to claims activity 

recorded for SVMC-PrimeCare 
through December 31 of each 

calendar year. 

Aspire 5% 
> CMS Bid MLR % 

 
No Points 

≤ CMS Bid MLR % 
 

Full Points 

 
  

Page 148 of 189



SFP PSA  12 of 22 

 
PHYSICIAN SERVICES AGREEMENT 

STANDARD TERMS AND CONDITIONS 

These Standard Terms and Conditions are incorporated into and made part of the Salinas Valley Memorial Healthcare 
System Professional Services Agreement. 

 
1. Physician Representation and Warranty.  Physician represents and warrants to SVMHS that, as of the 

Effective Date and the Commencement Date, except as set forth or disclosed in Exhibit A of the Clinic 
Professional Services Agreement, the following shall be true and correct:  

1.1 Physician has no direct or indirect stock or other equity or ownership interest (whether controlling or not) 
in any corporation, association, partnership, joint venture or other entity, excluding any publicly traded 
corporations, that provides health care goods or services;  

1.2 There is no action, order, writ, injunction, judgment or decree outstanding or any claim, suit, litigation, 
proceeding, labor dispute, arbitration, governmental audit or investigation (“Action”) pending, threatened 
or anticipated against, relating to or affecting Physician.  There are no court orders or agreements with, or 
liens by, any governmental authority that obligate, bind or in any way affect Physician;  

1.3 Physician has not violated and is in compliance with all laws, statutes, regulations, rules, notice 
requirements, guidelines and orders relating to Physician, including without limitation law and regulations 
regarding billing for services (collectively “Regulations”).  Physician has not received any notice to the 
effect that, or otherwise been advised that, Physician is not in compliance with any such Regulations or 
court order;  

1.4 Physician has timely filed with the appropriate taxing authorities all returns (including information returns 
and other material information) in respect of taxes required to be filed through the Effective Date and will 
timely file any such returns required to be filed on or prior to the commencement date of services under 
this Agreement.  All taxes have been timely paid, or will be timely paid.  Physician does not have any 
material liability for taxes in excess of the amounts so paid, or to be so paid.  There are no pending or 
threatened audits, investigations, disputes, notices of deficiency, claims or other Actions for or relating to 
any liability for taxes.  Physician has not waived any statute of limitations in respect of any taxes or agreed 
to any extension of time with respect to a tax assessment or deficiency; 

1.5 Physician satisfies, and at all times has satisfied, all performance standards and/or conditions of 
participation under any Governmental Program in which Physician participates or has participated with 
respect to goods provided or services rendered in connection with Physician’s medical practice.  All bills 
and claims submitted to Governmental Programs or any of their respective fiscal intermediaries or 
contractors (collectively, “Program Claims”) by or on behalf of Physician or Physician’s medical practice, 
will represent bona fide claims for items, services or goods provided to Governmental Program 
beneficiaries in accordance with applicable Regulations; Physician has not been the subject of any 
investigation, audit or action, including pending or threatened investigations, audits or actions, arising out 
of or related to Physician’s professional medical service;  

1.6 Physician’s license to practice medicine in any state has never been suspended, revoked or restricted and 
Physician has never been reprimanded, sanctioned or disciplined by any licensing board or medical 
specialty board;  

1.7 Physician has never been denied membership and/or reappointment to the medical staff of any hospital 
and has never had Physician’s medical staff membership or clinical privileges at any hospital suspended, 
limited or revoked for a medical disciplinary cause or reason; Physician is not a “Sanctioned Individual” 
as defined under the Social Security Act as anyone (i) who has been convicted of a criminal offense related 
to the delivery of an item of service under the Social Security Act or any state health care program; (ii) 
who has been convicted, under federal or state law, of a criminal offense relating to neglect or abuse of 
patients; (iii) who has been convicted after 1996, under federal or state law, in connection with the delivery 
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of a health care item or service or with respect to any act or omission in a health care program operated 
by or financed in whole or in part by any federal, state, or local government agency; (iv) who has been 
convicted of a felony relating to fraud, theft, embezzlement, breach of fiduciary responsibility, or other 
financial misconduct; (v) against whom a civil monetary penalty has been assessed under Sections 1128A 
or 1129 of the Social Security Act; or (vi) who has been excluded from Medicare participation or a state 
health care program;  

1.8 Physician is under no obligations (whether contractual or otherwise) to any former employer or third party 
that would prevent Physician from performing the services contemplated under this Agreement and 
otherwise to satisfy all of Physician’s duties and obligations hereunder.  Physician agrees to defend and 
indemnify SVMHS for all costs, expenses, demands and judgments that may occur as a result of 
Physician’s breach of Section 1.8 of the Standard Terms and Conditions; and 

1.9 Physician has disclosed to SVMHS any agreement to which Physician is or has been a party regarding the 
confidential information or trade secrets of others and Physician understands that Physician’s performance 
of services under this Agreement will not require Physician to breach any such agreement.  Physician shall 
not disclose protected confidential information or trade secrets of third parties to SVMHS nor induce 
SVMHS to use any such protected confidential information or trade secrets received from another under 
an agreement or understanding prohibiting such use or disclosure.   

2. SVMHS Responsibilities. 

2.1 SVMHS Services. 

2.1.1 Space.  SVMHS shall make available to Physician reasonably necessary facilities for the operation 
of Clinic.  Such space shall include an office furnished with a desk, which may be shared with 
other physicians. 

2.1.2 Equipment and Software.  SVMHS maintains authority to select and acquire equipment and 
software. SVMHS shall provide equipment and software consistent with SVMHS’s budget and 
operations.  

2.2 General Services.  SVMHS shall furnish ordinary janitorial services, maintenance services, and utilities, 
including telephone service, as may be required for the proper operation and conduct of Clinic.  

2.3 Supplies.  SVMHS maintains authority to purchase and provide supplies.  SVMHS shall provide supplies 
reasonably required for the proper treatment of Clinic patients, including prescription pads or tamper-
resistant EMR forms or paper printed with Physician’s name (unless Clinic practice and applicable 
regulations allow for paperless transmission of prescriptions).  Physician shall inform SVMHS of supply 
needs in a timely manner and shall manage the use of supplies in an efficient manner that promotes quality 
and cost-effective patient care. 

2.4 Business Operations.  SVMHS shall be responsible for, or shall arrange for, all business operations related 
to operation of the Clinic, including personnel management, billing and payroll functions.  

2.5 Chart Storage and Retrieval.  Upon Physician’s request, SVMHS shall store and retrieve non-Clinic 
records owned by Physicians in accordance with Clinic policies and procedures. 

2.6 SVMHS Performance.  The responsibilities of SVMHS under this Section 2 of the Standard Terms and 
Conditions shall be subject to SVMHS’s discretion and its usual purchasing practices, budget limitations 
and applicable laws and regulations. 

2.7 Professional Liability Insurance.  Except as otherwise provided in Exhibit A, SVMHS shall maintain 
professional liability insurance that provides coverage for any act of Physician that may have occurred 
during the term of this Agreement while providing the services contemplated under this Agreement, 
including services provided at Other Facilities listed in Exhibit B, notwithstanding the termination or 
expiration of the term of this Agreement.  Such policies must have limits of liability of at least two million 
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dollars ($2,000,000) per claim and four million dollars ($4,000,000) annual aggregate.  Upon termination 
of this Agreement, either in the event that this Agreement is terminated pursuant to Section 3.2 or in the 
event that the term of this Agreement expires and is not renewed, SVMHS shall continue the current 
policy, obtain prior acts coverage or “extended discovery period,” “extended reporting period,” or “tail” 
coverage, or otherwise take steps to insure that no lapse of coverage occurs for claims not asserted as of 
the termination or expiration of Agreement for occurrences prior to the termination or expiration date. 

2.8 Prior Acts.  Except as provided in Exhibit A, SVMHS shall obtain and maintain prior acts coverage with 
respect to claims not asserted as of the Effective Date for occurrences prior to the Effective Date. Such 
insurance must have a limit of liability of at least one million dollars ($1,000,000.00) per claim and three 
million dollars ($3,000,000.00) annual aggregate.  The prior act coverage shall be retroactive only to the 
date of ____________. 

 
2.9 Workers’ Compensation.  Physician shall be afforded coverage under SVMHS’s workers compensation 

program. 

3. Term and Termination.  

3.1 Term.  The term of this Agreement shall begin on the Effective Date and shall continue through and until 
the second (2nd) anniversary of the Effective Date, unless earlier terminated as provided in this 
Agreement.  

3.2 Termination.  Notwithstanding the provisions of Section 3.1 of these Standard Terms and Conditions, this 
Agreement may be terminated: 

3.2.1 By either Party, at any time upon ninety (90) days’ prior written notice to the other Party, without 
stating a cause or reason and without cause or penalty. 

3.2.2 By SVMHS, in its sole discretion, immediately, if Physician fails to maintain any of the 
Professional Standards described in Section 2.1 of the Agreement;  

3.2.3 By SVMHS, upon thirty (30) days’ prior written notice to Physician, upon the first occurrence of 
any one (1) or more of the following events, providing Physician the opportunity to cure the same 
during such thirty (30) day period: 

(a) Physician violates, or causes any other person or entity to violate, the Standards of Conduct, 
SVMHS’s corporate integrity program or any corporate integrity agreement applicable to 
SVMHS; 

(b) Physician engages in conduct that, in SVMHS’s good faith determination, jeopardizes the 
mental or physical health, safety or well-being of any person or damages the reputation of 
SVMHS;  

(c) Physician engages in inappropriate interaction with, inappropriate behavior towards, and/or 
harassment of SVMHS personnel, or any other actions or conduct which might be construed 
to constitute a hostile working environment; or 

(d) Physician’s Board certification is denied, suspended, restricted, terminated, revoked or 
relinquished for any reason, whether voluntarily or involuntarily, temporarily or permanently, 
regardless of the availability of civil or administrative hearing rights or judicial review with 
respect thereto. 

3.2.4 By SVMHS, upon ten (10) days’ prior written notice upon the occurrence of any one (1) or more 
of the following events: 
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(a) a material breach of this Agreement by Physician, except for a breach otherwise described in 
this section, that is not cured to the reasonable satisfaction of SVMHS within thirty (30) days 
after written notice of such breach is provided to Physician; 

(b) Physician has his or her medical staff membership or clinical privileges at any hospital 
terminated, suspended or revoked for any reason, or Physician relinquishes his or her medical 
staff membership or clinical privileges at any hospital under threat or during the pendency of 
any medical staff investigation or disciplinary action, whether voluntarily or involuntarily, 
temporarily or permanently, regardless of the availability of civil or administrative hearing 
rights or judicial review with respect thereto; Physician is the subject of an investigation or 
proceedings that could lead to disciplinary action by any organized medical staff; or 
Physician’s clinical privileges at any hospital are restricted for a period of longer than thirty 
(30) days; 

(c) Physician is convicted or charged with a felony or a misdemeanor involving fraud, dishonesty, 
controlled substances or moral turpitude, or any crime relevant to the provision of Physician 
Services or the practice of medicine; 

(d) Physician is excluded or suspended from participation in any Governmental Program; 

(e) A private payor refuses to credential, re-credential, or include Physician in payor’s provider 
agreement with SVMHS or the Clinic; 

(f) Physician fails to be covered by the professional liability insurance required to be maintained 
under this Agreement for any reason other than the termination of such insurance;  

(g) Physician fails to comply with any SVMHS rules after being given written notice of that 
failure and such failure continues for more than five (5) days after written notice thereof is 
provided to Physician; 

(h) Physician fails or refuses to provide SVMHS within thirty (30) days of receipt of a request 
therefor with any information reasonably requested by SVMHS and necessary to evaluate 
whether Physician is in violation of this Agreement or has committed any other act or 
omission that might constitute grounds for termination of this Agreement by SVMHS; 

(i) Physician is determined by SVMHS to be abusing drugs and/or alcohol;  

(j) Physician is the subject of two (2) or more medical malpractice judgments or settlements 
within any twelve (12) month period involving in each case a payment to or for the benefit of 
the plaintiff in excess of thirty thousand dollars ($30,000); or  

(k) Any event described in Section 3.2.3 of the Standard Terms and Conditions shall be repeated 
one (1) or more times. 

3.2.5 By either Party upon written notice to the other Party in the event that any federal, state or local 
government or agency passes, issues or promulgates any law, rule, regulation, standard or 
interpretation at any time while this Agreement is in effect that prohibits, restricts, limits or in any 
way substantially changes the arrangement contemplated herein or which otherwise significantly 
affects either Party’s rights or obligations under this Agreement. 

3.3 Effect of Termination.  Upon any termination or expiration of this Agreement: 

3.3.1 All rights and obligations of the Parties shall cease except (i) those rights and obligations that have 
accrued and remain unsatisfied prior to the termination or expiration, and (ii) those rights and 
obligations that expressly survive termination or expiration of this Agreement; 
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3.3.2 Physician shall vacate the Clinic premises as soon as practicable, no later than seven (7) business 
days after the effective date of termination, removing Physician’s personal property, and SVMHS 
may remove and store, at Physician’s expense, any personal property that Physician has not so 
removed; 

3.3.3 Physician shall immediately return to SVMHS all of SVMHS’s property, including equipment, 
supplies, furniture, furnishings and patient records (subject to Section 11 of the Standard Terms 
and Conditions [Records]), in Physician’s possession or under Physician’s control; and 

3.3.4 Physician shall not do anything or cause any other person to do anything that interferes with 
SVMHS’s efforts to engage any other person or entity for the provision of professional medical 
services, or interferes in any way with any relationship between SVMHS and any other person or 
entity who may be engaged to provide services to SVMHS. 

3.4 Suspension.  SVMHS may suspend Physician on written notice to Physician from performance of this 
Agreement if any matter or event described in Section 3.2.3 of the Standard Terms and Conditions has 
occurred and is continuing, such suspension to extend only for such time as SVMHS may reasonably 
require to investigate such matter or event and determine whether it constitutes a basis for termination of 
this Agreement. 

3.5 No Hearing Rights.  Expiration or termination of this Agreement for any reason shall not provide Physician 
with the right to a “fair hearing” or any other similar rights or procedures.  Notwithstanding the foregoing, 
Physician shall be entitled to hearing rights in accordance with Clinic policies and procedures in the event 
that any expiration or termination of this Agreement should result in a report being made concerning such 
Physician to the Medical Board of California or the National Practitioner Data Bank. 

3.6 Non-Renewal.  In the event that this Agreement is terminated pursuant to Section 3.2 of the Standard 
Terms and Conditions (Termination) prior to the expiration of the term or any renewal term, the Parties 
shall not enter into any agreement between them for the same or substantially the same services for one 
(1) year after the termination. 

3.7 Rights Upon Termination.  Upon any termination or expiration of this Agreement, all rights and 
obligations of the Parties shall cease except those rights and obligations that have accrued or expressly 
survive termination.  Notwithstanding the foregoing, SVMHS may offset against accrued compensation 
any payments due to SVMHS, but only as authorized by law.  Physician shall be released from any 
continuing obligation under this Agreement. 

4. Program Administration. 

4.1 Compliance Policies and Procedures.  SVMHS shall develop policies and procedures to ensure compliance 
with all applicable limitations imposed by California Business and Professions Code §§ 2052 and 2400 
(commonly referred to as “the prohibition on the corporate practice of medicine”) (the “Prohibition”).  On 
request of SVMHS, Physician shall attend meetings and participate in activities related to operations and 
quality. 

4.2 Clinic Operational Guidelines.  The Clinic shall be operated according to current policies, procedures and 
guidelines. 

4.3 Clinic Policy and Procedure Manual.  Physician shall abide by SVMC policies and procedures including 
the SVMC Policy and Procedure Manual as may be adopted or amended from time to time per the SVMC 
Physician Leadership and Clinical Integration Committee. 

4.4 Clinic Administrator.  A Clinic Administrator shall be designated by SVMHS. 

4.5 Chief Medical Officer.  A Chief Medical Officer shall be designated by SVMHS. 

5. HIPAA/State Patient Privacy Law Compliance; Confidential Information; Clinic Compliance Program. 
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5.1 Compliance with Privacy Standards.  SVMHS and Physician are each Covered Entities as defined under 
the Health Insurance Portability and Accountability Act (“HIPAA”).  The Parties will use and disclose 
confidential patient information, including “protected health information,” as defined in HIPAA, as 
amended, and the regulations thereunder, and confidential patient information otherwise rendered under 
state law, exclusively for treatment, payment, Clinic health care operations, and as otherwise authorized 
by HIPAA and state law.  Physician shall take all reasonable steps to use and disclose protected health 
information obtained in the course of providing services to Clinic patients in a manner such that the 
security and privacy of such information will be maintained and use appropriate safeguards to prevent use 
or disclosure of the information other than as described herein.  Specifically, Physician shall: 

5.1.1 Use and disclose protected health information solely for the benefit of SVMHS or for SVMHS’s 
internal administration or management, and shall not use or disclose any such information for 
purposes unrelated to providing services to Clinic patients or disclose any such information to 
third parties except as required by law or as authorized by SVMHS; 

5.1.2 Ensure that all of Physician’s agents, employees, subcontractors or affiliates to whom Physician 
provides protected health information or confidential patient information agree to the same 
restrictions and conditions for use and disclosure of protected health information that apply to 
Physician; 

5.1.3 Amend records, account for disclosures by Physician of protected health information, and make 
records available so that the individual to whom the protected health information pertains may 
review, access and obtain a copy of such record, consistent with the policies and procedures of 
SVMHS; 

5.1.4 Abide by SVMHS’s policies and procedures for patient information privacy and security and 
notify SVMHS promptly in the event Physician becomes aware that any confidential patient 
information or protected health information has been compromised or accessed in an 
impermissible or unauthorized manner; 

5.1.5 On request, participate in education and training sessions provided, sponsored or paid for by 
SVMHS that relate to patient information privacy and security; and  

5.1.6 Immediately inform SVMHS of a data breach or other unlawful disclosure, if and when Physician 
becomes aware of such breach or disclosure. 

Physician shall provide to SVMHS on request a statement of assurance from Physician that Physician will 
manage all protected health information and confidential patient information related to Clinic patients in 
a manner such that the security and privacy of such information will be maintained.  Failure to abide by 
the provisions of this section is a material breach of this Agreement. 

5.2 Confidential Information.  Confidential Information shall be and remain the sole property of SVMHS, as 
applicable.  “Confidential Information” includes any information related to the past, current or proposed 
operations, business or strategic plans, financial statements or reports, technology or services of SVMHS, 
any and all know-how, processes, trade secrets, manuals, confidential reports, any SVMHS patient’s 
individually identifiable health information (as defined under HIPAA), and any information, records and 
proceedings of SVMHS and/or Medical Staff committees, peer review bodies, quality committees and 
other committees or bodies charged with the evaluation and improvement of the quality of care.  
Confidential Information also includes confidential information of any third party that may be in SVMHS 
possession. 

5.2.1 Use of Confidential Information.  Physician shall not use any Confidential Information for any 
purpose not expressly permitted by this Agreement, or disclose Confidential Information to any 
person or entity without the prior written consent of SVMHS.  Physician shall protect Confidential 
Information from unauthorized use, access, or disclosure. 
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5.2.2 Return of Confidential Information.  Physician shall return to SVMHS all Confidential 
Information and all copies thereof in Physician’s possession or control, and permanently erase all 
electronic copies of such Confidential Information promptly upon the written request of SVMHS 
or the termination or expiration of this Agreement.  Physician shall not copy, duplicate or 
reproduce any Confidential Information without the prior written consent of SVMHS, as 
applicable.  

5.3 Clinic Compliance Program.  Physician acknowledges that SVMHS has implemented a Compliance 
Program for the purpose of ensuring that the provision of, and billing for, care provided to Clinic patients 
is in compliance with applicable federal and state laws (“Compliance Program”).  Physician acknowledges 
that Physician has received information relating to the Compliance Program, including SVMHS’s Code 
of Ethics.  Physician shall adhere to, abide by and support the Compliance Program.  Physician shall 
participate in training and education sessions relating to the Compliance Program as requested by SVMHS. 

6. Exclusivity; Non-Solicitation. 

6.1 Exclusivity.  During the term of this Agreement: 

6.1.1 Physician shall give first priority to performing all professional medical services to Clinic patients 
consistent with the terms of this Agreement and Physician shall not undertake to perform any 
activities if they would interfere with Physician’s performance of Physician’s obligations under 
this Agreement.  Except as provided in Exhibit A of this Agreement, Physician may only engage 
in a non-Clinic activity during the Clinic’s business hours with the prior written consent of a 
responsible representative of SVMHS, who may condition such consent upon requiring 
assignment and remittance to SVMHS of any compensation received by Physician in connection 
with such activity. 

6.1.2 Physician shall not, without the written consent of SVMHS, directly or indirectly render 
professional medical, teaching, research or other administrative services to or for any person or 
firm, other than SVMHS.  Physician shall not (i) enter into negotiations, contracts, or other 
arrangements with any other provider of health care services regarding outside appointments to 
be held during the term of this Agreement or financial arrangements generating professional 
income during the term of this Agreement (ii) or own, manage, join, be employed by, act in the 
capacity of an officer, director, trustee, shareholder or member or otherwise participate in the 
ownership, management, operation or control of any business or person providing health care 
services, without SVMHS’ prior written approval except as set forth in Exhibit A of this 
Agreement; provided, however that Physician may purchase and maintain ownership in publicly 
traded corporations without approval of SVMHS. 

6.2 Non-Solicitation.  During the term of this Agreement and for a period of one (1) year after the termination 
or expiration of this Agreement, Physician shall not solicit the employment of, or refer to others for 
employment, or urge or encourage any physicians or other personnel employed or contracted by SVMHS 
to seek alternative employment or to terminate existing employment or contracting relationships with 
either entity.  Upon termination of this Agreement, Physician may notify his or her patients in accordance 
with such procedures regarding patient notification as SVMHS may adopt from time to time, consistent 
with legal requirements and ethical guidelines applicable to the practice of medicine. The primary interest 
of the parties with respect to patient notifications and transfers of patient records is to insure that each 
patient’s choice is respected and implemented and there are no gaps in care. 

6.3 Corporate Name, Logo, Identity.  Physician shall not use the name, logo or corporate identity, or any part 
thereof, of Salinas Valley Memorial Healthcare System or its Clinics without the prior written consent of 
the entity whose name, logo or corporate identity is proposed to be used, except to solely identify such 
Physician’s status as a current member of the medical staff of such entity.  

6.4 Physician Development.  Physician shall immediately notify SVMHS of any research, development 
activities or invention that Physician has developed or is developing entirely on his or her own time 
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without using any SVMHS equipment, supplies, facilities or trade secret information (“Physician 
Development”).  Physician hereby assigns to SVMHS all of his or her right title and interest in any 
development or invention of the Physician that is not a Physician Development, that relates, at the time of 
conception or reduction to practice, to the Clinic’s business activities or the actual or demonstrably 
anticipated research or development activities of SVMHS and that results from the practice of medicine 
by Physician pursuant to this Agreement.  

6.5 On request of SVMHS, not more often than quarterly, Physician shall attest in writing that Physician is in 
full compliance with this section. 

 
6.6 The Parties recognize that if any provision of this section is breached, in whole or in part, by Physician, 

then SVMHS will be irreparably harmed thereby.  In the event of such breach, SVMHS shall be entitled, 
upon application to any court of proper jurisdiction, to a temporary restraining order or preliminary 
injunction to restrain and enjoin Physician from such violation without prejudice as to any other remedies 
SVMHS may have at law or in equity.  If any restriction contained in this section is held by any court to 
be unenforceable, or unreasonable, as to time, geographic area or business limitation, then such provisions 
shall be and are hereby reformed to the maximum time, geographic area or business limitation permitted 
by applicable laws. 

7. Meaningful Use; Other Incentive Programs. 

7.1 EHR Incentive Programs.  Physician shall use best efforts to participate in, and qualify for the maximum 
payments under, the Medicare EHR Incentive Program, and if applicable the Medicaid EHR Incentive 
Program as described in 42 Code of Federal Regulations Part 495, in part by becoming proficient in use 
of Clinic’s EHR system and participating in EHR training programs.  

7.2 Other Incentive Programs.  At the request of SVMHS, Physician shall participate in a program sponsored 
by the federal or state governments, commercial third party payors and other parties which provide 
incentives to SVMHS and Physician to improve quality of services, utilize appropriate technology, or 
otherwise enhance services provided at the Clinic. 

8. Billing for Professional Services. 

8.1 Assignment.  Physician hereby assigns to SVMHS all claims, demands and rights of Physician to bill and 
collect for all Physician Services rendered to Clinic patients, regardless of site of service.  Physician shall 
not bill or collect for any services rendered to Clinic patients, and all Clinic receivables and billings shall 
be the sole and exclusive property of SVMHS.  Any payments made pursuant to a payor agreement 
(including co-payments made by patients) shall constitute revenue of SVMHS.  In the event any payment 
is made to Physician pursuant to any payor agreement, Physician shall promptly remit such payment 
directly to SVMHS.  Physician shall timely complete any documents or forms necessary to document the 
assignment set forth in this section. 

8.2 SVMHS Responsibility.  SVMHS shall be solely responsible for providing or arranging for billing and 
collecting for all Physician Services provided to Clinic patients, and for managing all Clinic receivables 
and payables, including those related to Medicare and Medi-Cal beneficiaries. 

9. Non-Physician Personnel.  All non-physician personnel required for the proper operation and conduct of Clinic 
shall be employed and paid by SVMHS or its designee.  SVMHS or its designee shall establish and classify all 
non-physician positions and shall designate the persons assigned to each non-physician position.  Decision-making 
authority for non-physician clinical staffing and responsibilities will be made in accordance with policies 
established in collaboration between SVMHS and physician leadership of Clinic.  Relating to the performance of 
non-key administrative or non-physician personnel, SVMHS or its designee shall have Exclusive Decision-Making 
Authority to control, select, schedule and discharge such employees, and to take any direct disciplinary measures 
as needed. 

10. Relationship Between the Parties. 
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10.1 No Control Over Methods, Medical Decision-Making.  It is the intent of the Parties to comply with all 
applicable limitations imposed by the Prohibition.  SVMHS shall not have or exercise control or direction 
over the methods by which Physician performs professional medical services pursuant to this Agreement 
or Physician’s medical decision-making and, notwithstanding any other provision of this Agreement or 
otherwise, SVMHS shall cooperate with Physician to enable them to exert appropriate control over such 
methods and carryout such decision-making.  All work performed pursuant to this Agreement shall be in 
strict accordance with currently approved methods and practices in Physician’s professional specialty and 
in accordance with the standards set forth in this Agreement.  The sole interest of SVMHS is to insure that 
such services are performed and rendered in a competent and cost effective manner. 

10.2 No Control over Referrals.  Nothing in this Agreement limits (1) Physician’s ability to make referrals to 
the provider of his or her choice; or (2) where Physician provides his or her services; provided, however, 
that Physician will comply with all applicable requirements with SVMHS’s agreements with third-party 
payors for health care services including, but not limited to, agreements with recipients of referrals.  This 
Agreement does not create any obligation or requirement that SVMHS shall make any referral of patients 
to Physician and/or Physician shall make any referral of patients to SVMHS.  The payment of 
compensation is not based or conditioned in any way on referrals of patients to SVMHS, Hospital, Clinic 
or any other entity. 

10.3 Indemnification.  Except to the extent that any such loss or liability is covered by applicable insurance 
maintained by a Party, each Party shall indemnify, hold harmless and defend the other Party and its 
officers, agents and employees, against any loss or liability arising out of or resulting in any way from the 
acts or omissions of such Party or its own officers, employees or agents in breach of this Agreement, 
except (a) that any such obligation to indemnify and hold harmless shall be reduced by any amount of 
such loss or liability arising from the contributory acts or omissions of the indemnified Party and its 
owners, employees or agents, and (b) to the extent such indemnification would void insurance or coverage 
otherwise available with regard to such loss or liability.  This obligation shall not be qualified or eliminated 
by an allegation or finding that the other Party or any of its personnel is responsible for a passively 
negligent act or omission.  This section shall survive the termination of this Agreement. 

11. Records.  All files, charts and records, medical or otherwise, generated by Physician or any other medical 
professional in connection with services furnished pursuant to this Agreement are the property of Clinic.  Physician 
shall maintain medical records according to Clinic policies and procedures and in accordance with community 
standards, provided that, through such policies and procedures, SVMHS exercises no control or direction over 
Physician’s clinical decisions.  Each Party shall retain the confidentiality of all records and materials in accordance 
with all applicable state and federal laws.  SVMHS shall permit Physician to have access during or after the term 
of this Agreement to medical records generated by Physician as necessary in connection with claims, litigation, 
investigations or treatment of patients.  Such obligation shall only extend for the period of time that SVMHS 
normally retains such records.  Physician shall be entitled to maintain and utilize such medical records in 
Physician’s provision of patient care to those patients of the Clinic who authorize SVMHS to provide a copy to 
Physician. Clinic shall provide such copies on receipt of written authorization in accordance with Clinic’s 
applicable procedures and upon receipt of payment, all in accordance with Civil Code Section 123110. 

11.1 Access to Records.  To the extent required by Section 1861(v)(I)(I) of the Social Security Act, as amended, 
and by valid regulation which is directly applicable to that section, Physician agrees to make available 
upon valid written request from the Secretary of HHS, the Comptroller General, or any other duly 
authorized representatives, this Agreement and the books, documents and records of Physician to the 
extent that such books, documents and records are necessary to certify the nature and extent of SVMHS’s 
costs for services provided by Physician.   

Physician shall also make available such subcontract and the books, documents, and records of any 
subcontractor if that subcontractor performs any of Physician’s duties under this Agreement at a cost of 
ten thousand dollars ($10,000) or more over a twelve (12) month period, and if that subcontractor is related 
to Physician.  Such books, documents, and records shall be preserved and available for four (4) years after 
the furnishing of services by Physician pursuant to this Agreement.  If Physician is requested to disclose 
books, documents or records pursuant to this Section 11.1 of the Standard Terms and Conditions (Access 
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to Records) for purposes of an audit, Physician shall notify SVMHS of the nature and scope of such 
request, and shall make available, upon written request of SVMHS, all such books, documents or records. 

11.2 This section is intended to assure compliance with Section 1861 of the Social Security Act, as amended, 
and regulations directly pertinent to that Act.  The obligations of Physician under this section are strictly 
limited to compliance with those provisions, and shall be given effect only to the extent necessary to insure 
compliance with those provisions.  In the event that the requirements of those provisions are reduced or 
eliminated, the obligations of the Parties under this section shall likewise be reduced or eliminated.  

12. Dispute Resolution. 

12.1 Non-Medical Disagreements.  In the event questions or disagreements arise between the Parties 
concerning performance of responsibilities under this Agreement, or regarding other non-medical matters, 
such disagreements will be discussed between Physician and the Clinic Administrator and resolved if 
possible.  If no resolution is reached, the matter in dispute shall be referred to the SVMC Chief Executive 
Officer, or his/her designee, for further action.   

12.2 Medical Disagreements.  In the event questions or disagreements arise concerning quality metrics, 
standards of professional practice, or Physician conduct in the Clinic, such questions or disagreements 
shall be resolved by the SVMHS Chief Medical Officer or his/her designee. 

13. Miscellaneous. 

13.1 Assignment.  Physician shall not assign, sell, transfer or delegate any of Physician’s rights or duties, 
including by hiring or otherwise retaining additional physicians to perform services pursuant to this 
Agreement, without the prior written consent of SVMHS. 

13.2 Captions.  The captions used in this Agreement are for convenience only and shall not affect the 
interpretation of this Agreement. 

13.3 Choice of Law.  This Agreement shall be construed in accordance with, and governed by, the laws of the 
State of California.  Venue shall be Monterey County, California. 

13.4 Exhibits.  All Exhibits attached and referred to are fully incorporated by this reference. 

13.5 Notices.  Any notice under this Agreement shall be in writing, and any written notice or other document 
shall be deemed to have been duly given (i) on the date of personal service on the parties, (ii) on the third 
business day after mailing, if the document is mailed by registered or certified mail, (iii) one day after 
being sent by professional or overnight courier or messenger service guaranteeing one-day delivery, with 
receipt confirmed by the courier, or (iv) on the date of transmission if sent by telegram, telex, telecopy or 
other means of electronic transmission resulting in written copies, with receipt confirmed.  Any such notice 
shall be delivered or addressed to the parties at the addresses set forth in this Agreement or at the most 
recent address specified by the addressee through written notice under this provision.  Failure to conform 
to the requirement that mailings be done by registered or certified mail shall not defeat the effectiveness 
of notice actually received by the addressee. 

13.6 Entire Agreement.  This Agreement represents the entire understanding and agreement of the Parties as to 
those matters contained in it.  No other oral or written understanding shall be of any force or effect with 
respect to the matters contained in this Agreement, unless attached to this Agreement as an exhibit or 
subsequent amendment.   

13.7 Other Agreements.  This Agreement may be one of other agreements between SVMHS and Physician or 
an immediate family member of Physician.  SVMHS maintains a master list of such agreements, together 
with true and complete copies of the Agreement, that is available for review by the Secretary of the 
Department of Health and Human Services in accordance with 42 CFR § 411.357(d)(1)(ii). 
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13.8 Severability.  If any provision of this Agreement is determined to be illegal or unenforceable, that 
provision shall be severed from this Agreement, and the remaining provisions shall remain enforceable 
between the Parties. 

13.9 Waiver.  No waiver of any provision of this Agreement shall be effective against either Party unless it is 
in writing and signed by the Party granting the waiver.  The failure by either Party to exercise any rights 
under this section shall not operate as a waiver of such rights. 

13.10 Authority and Execution.  Each Party represents that it has the authority to execute this Agreement and 
does hereby bind the Party on whose behalf the execution is made. 

13.11 Independent Representation.  Each Party has had the opportunity to be represented by and to have this 
Agreement reviewed by its own separate legal, accounting, and tax counsel.  The Parties to this Agreement 
have been represented by separate independent legal, accounting and tax counsel.  Each Party has looked 
to such independent counsel representing that Party for advice regarding this Agreement.  No Party makes 
or represents to the other any representation of law or fact except as specifically provided in this 
Agreement. 

13.12 Counterparts.  This Agreement may be executed in multiple counterparts, all of which together shall be 
deemed one and the same instrument. 

13.13 Amendment.  This Agreement may be amended at any time by mutual agreement of the Parties, but any 
such amendment must be in writing, dated, signed by the Parties and attached hereto.  Notwithstanding 
the foregoing, in the event SVMHS intends to seek tax-exempt financing, Physician agrees to amend this 
Agreement as may be necessary for SVMHS to obtain such financing. 

13.14 Survival.  The provisions of Sections 1.8 (No Existing Obligations), 2.7 (Professional Liability Insurance), 
3.5 (No Hearing Rights), 5.1 (Compliance with Privacy Standards), 5.2 (Confidential Information), 6.3 
(Corporate Name, Logo, Identity), 8.1 (Claims Assignment and Cooperation), 10.3 (Indemnification), 11 
(Records), 12 (Dispute Resolution), 13.1 (Assignment), 13.3 (Choice of Law), and 13.5 (Notices) shall 
survive the termination of this Agreement. 
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AGREEMENT FOR PURCHASE AND SALE OF ASSETS BETWEEN 
SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM AND 

SALINAS FAMILY PRACTICE MEDICAL CLINIC, INC. AND CHM LEASING 
 

This Agreement for Purchase and Sale of Assets (“Agreement”) is entered into and effective on February 1, 2021 
(“Effective Date”), by and between Salinas Valley Memorial Healthcare System, a local health care district organized 
and operated pursuant to Division 23 of the California Health & Safety Code (“SVMHS”), Salinas Family Practice 
Medical Clinic, Inc., a California professional corporation (“SFP”), and CHM Leasing, a California partnership 
(“CHM”), individually a “Party” or collectively the “Parties.” 

RECITALS 

A. SVMHS owns and operates Salinas Valley Memorial Hospital, an acute care facility, and Salinas Valley Medical 
Clinics (“SVMC), a system of clinics providing outpatient medical and health care services within the SVMHS 
service area. 

B. SFP owns and operates a medical clinic located at 1328 Natividad Road in Salinas, California which provides 
primary care and family practice medical services (“SFP Clinic”). 

C. CHM owns certain assets used in the SFP Clinic. 

D. Pursuant to the terms and conditions of this Agreement, SVMHS desires to purchase from SFP and CHM, and 
SFP and CHM desires to sell to SVMHS, certain assets owned by SFP and CHM and used in connection with the 
healthcare services provided at SFP Clinic (“Assets”). 

E. The Parties acknowledge and agree that the transactions described in this Agreement are expressly limited to the 
purchase of the Assets as defined in this Agreement.  The Parties further acknowledge and agree that SVMHS 
shall not assume any liability of any nature of SFP or CHM arising prior to the Closing. 

SVMHS, SFP and CHM hereby agree as follows: 

ARTICLE 1.  PURCHASE/SALE OF ASSETS 

1.1 Purchase and Sale.  SVMHS agrees to purchase from SFP and CHM and SFP and CHM agrees to sell to SVMHS 
the Assets listed on Exhibit A to this Agreement at the fair market consideration set forth in Section 1.2 of this 
Agreement.  The sale and transfer of Assets to SVMHS and payment to SFP and CHM shall occur and be effective 
on April 1, 2021. 

1.1.1 AS IS Purchase/Warranties on Assets.  SVMHS has had the opportunity to inspect the Assets. SVMHS is 
purchasing the Assets on an AS IS basis, in reliance on its own investigation and determination. 
Documentation of warranties or service agreements, if any, pertaining to the Assets shall be provided by 
SFP and CHM to SVMHS at the Closing. 

1.1.2 Patient Medical Records and Films/Electronic Media.  SVMHS and SFP agree that all SFP patient medical 
records including all records whether in film, electronic, or other media format (collectively, “Medical 
Records”) are to be considered Assets under this Agreement.  Medical Records shall be transferred to and 
maintain by SVMHS pursuant terms mutually agreed to by the Parties. 

1.1.3 Transfer of Phone and Fax Numbers and Internet Connection.  SFP agrees to facilitate the transfer to 
SVMHS of the phone and facsimile numbers and the internet connection for the SFP Clinic. 

1.1.4 Fair Market Value/Taxes.  The Parties agree that to the best of their knowledge, the purchase amount set 
forth in this Agreement for the Assets on Exhibit A represents the fair market value of the Assets. SVMHS 
shall pay taxes, if any, that may be owed as a result of this transaction. 

1.1.5 Assumed Contracts.  SVMHS shall accept assignment and assume responsibility for the contracts listed 
in Exhibit D attached to this Agreement.  Any contract that is not disclosed on Exhibit D that is rejected 
by SVMHS shall be the full and sole responsibility of SFP or CHM, respectively. 
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1.1.6 Excluded Liabilities.  The Parties expressly agree the transaction pursuant to this Agreement is strictly 
limited to the purchase of the Assets, and that SVMHS does not and shall not assume or be liable for any 
claim, liability, or obligation of or against SFP or CHM, whether known or unknown, fixed or contingent, 
accrued or unaccrued, related to the Assets or to SFP’s medical practice or operations of the SFP Clinic, 
which is in existence on or before the Closing Date. 

1.2 Purchase Amount.  As full payment for the purchase by SVMHS of the Assets listed on Exhibit A to this Agreement, 
SVMHS shall (i) pay the amount of one hundred seven thousand dollars ($107,000.00) to SFP, (ii) pay the 
amount of forty-three thousand dollars ($43,000.00) to CHM, and (ii) assume all debt or other financing 
obligations of SFP or CHM on the Assets. In addition, SVMHS shall pay SFP twenty-two thousand eight hundred 
thirty-three dollars ($22,833.00) for inventory on hand at the SFP Clinic as of the Closing Date. If any Asset 
acquired by SVMHS under this Agreement is financed through a lease, SVMHS will either assume the obligations 
under the lease, or terminate the lease and pay any penalties or amounts due as a result of such termination; provided, 
however, that the obligations of SVMHS to acquire Assets subject to debt, financing arrangements, or leases is 
limited to those items disclosed in Exhibit B to this Agreement. If there are items in Exhibit A that have undisclosed 
lease or loan obligations not listed in Exhibit B, SVMHS may, at its sole discretion, determine whether or not it will 
accept the terms of any applicable loan or lease obligation. Any obligation that is not disclosed on Exhibit B that is 
rejected by SVMHS shall be the full and sole responsibility of SFP or CHM, respectively. 

1.3 Payment.  Any of the Assets currently subject to a financing arrangement entered into by SFP and disclosed to 
SVMHS in Exhibit B as part of this transaction will be transferred to SVMHS, and SVMHS shall either (i) assume 
all disclosed financial obligations of which SVMHS has been informed of and is aware of under such financing 
arrangements on the Assets, or (ii) pay off any balances remaining on loans where the Asset is currently held as 
collateral directly to the financial institution holding the loan.  The amounts described in Section 1.2 of this 
Agreement shall be paid by SVMHS to SFP and CHM at the time of the Closing. 

1.4 Representations and Warranties by SFP and CHM. 

1.4.1 Status.  SFP is a duly organized professional medical corporation, validly existing and in good and active 
status under the laws of the State of California and CHM is a California partnership with all requisite 
corporate power and authority to own its assets and properties, operate its business as it is now being 
conducted, enter into this Agreement, and consummate the transactions contemplated by this Agreement. 

1.4.2 Authorization.  SFP and CHM have all requisite corporate power and authority to execute and enter into 
this Agreement and all other agreements and instruments contemplated by this Agreement, and to perform 
its obligations under this Agreement.  The execution, delivery and performance by SFP and CHM of this 
Agreement has been duly authorized by all necessary corporate action, and when this Agreement has been 
duly executed and delivered it shall be the legal, valid and binding agreement of SFP and CHM enforceable 
against SFP and CHM in accordance with its terms, and is sufficient to transfer to and vest in SVMHS good 
title to the Assets, subject to all assumed and disclosed financial arrangements and obligations. 

1.4.3 Clear Title.  SFP and CHM agrees and warrants to SVMHS that upon Closing and payment by SVMHS to 
the Assets lienholder, SFP and CHM will execute all documents necessary to remove any liens on the 
Assets and to transfer of clear title to the Assets to SVMHS. 

1.4.4 No Conflict.  The execution, delivery and performance of this Agreement by SFP and CHM does not (i) 
violate any provision of SFP or CHM’s Articles of Incorporation or Bylaws; (ii) violate, conflict, result in 
a termination of or create rights of acceleration with any agreements, obligations or other instrument under 
which SFP or CHM is bound; (iii) violate or conflict with any provision of law, statute, rule or regulation 
to which SFP or CHM is bound; or (iv) violate or conflict with any judgment, order, writ or decree of any 
court applicable to SFP or CHM. 

1.4.5 Disclosure of Obligations.  SFP and CHM represents and warrants to SVMHS that prior to the Closing, 
SFP and CHM has disclosed to SVMHS all of its contracts, obligations, and responsibilities connected with 
or related the Assets being purchased by SVMHS under this Agreement. 

1.5 Conditions to Closing.  The respective obligations of the Parties to consummate the transactions set forth in this 
Agreement shall be subject to the fulfillment at or before the Closing of each of the following conditions, except 
to the extent any such condition is waived or modified: 
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1.5.1 Representations.  Each of the representations and warranties made by a Party in connection with this 
Agreement shall be true and correct as of Closing in all material respects. 

1.5.2 No Litigation.  No action by any governmental authority or other person or entity shall have been instituted 
or threatened that questions the validity or legality of the transactions described in this Agreement. 

1.5.3 Consents and Terminations.  All consents and waivers necessary to consummate the transactions described 
in this Agreement shall have been obtained. 

1.5.4 SVMHS Board Approval.  This transaction and all Contingent Agreements as set forth in Section 1.6 of 
this Agreement are approved by the SVMHS Board of Directors. 

1.6 Contingent Agreements.  In addition to the requirements of Section 1.5 Conditions to Closing and Section 1.7 
Closing of this Agreement, the completion of this transaction and the Closing are contingent on all of the following 
agreements being completed, approved by the SVMHS Board of Directors, and executed by the respective parties 
to the agreements: 

a. This Agreement for Purchase and Sale of Assets between Salinas Valley Memorial Healthcare System and 
Salinas Family Practice Medical Clinic, Inc.; 

b. Professional Services Agreements finalized between SVMHS and Salinas Family Practice Medical Clinic, 
Inc. physicians who choose to practice with SVMC; and 

c. Lease Agreement with CHM Leasing for the SFP Clinic space located at 1328 Natividad Road, Salinas, 
California. 

1.7 Closing.  The Closing of the sale of the Assets to SVMHS by SFP and CHM pursuant to this Agreement shall take 
place at SVMHS (whether in person or through the delivery of original or pdf executed documents) at 10:00 a.m. 
(PST) on April 1, 2021, or at such other date, time and/or place as may be mutually agreed upon by the Parties 
(“Closing Date”), provided that all conditions precedent and contingencies required to be completed as of the 
Closing Date have been or will be completed on such date.  The closing shall be deemed to have occurred and be 
effective between the Parties as of 12:01 a.m. on April 1, 2021. 

1.8 Further Assurances.  Each Party, both before and after the Closing Date, shall: (i) use all reasonable efforts to take 
all actions proper or advisable to complete the transaction described in this Agreement; (ii) execute any documents 
that may be reasonably necessary to carry out the transaction described in this Agreement; and (iii) cooperate with 
each other in connection with the foregoing. 

ARTICLE 2.  GENERAL PROVISIONS 

2.1 No Payment for Referrals.  This Agreement shall not be construed to require SVMHS or SFP to make referrals of 
patients to one another. No payment is made under this Agreement in return for the referral of patients or in return 
for the ordering, purchasing or leasing of products or services from SVMHS. 

2.2 Termination.  This Agreement may be terminated prior to the Closing Date: (i) in the event of a material breach 
of this Agreement by a Party that is not cured within ten (10) days of delivery of written notice to the breaching 
Party of the breach; or (ii) upon the mutual written consent of SFP and SVMHS. 

2.3 Records Access and Cooperation.  The Parties shall cooperate with and make available to each other during normal 
business hours, all books and records remaining in existence after the Closing Date that are necessary or useful in 
connection with any tax inquiry, audit, investigation, dispute, or litigation, or any other matter requiring any such 
books and records for any reasonable business purpose. 

2.4 Governing Law/Venue.  This Agreement shall be governed, construed, interpreted and the rights of the Parties 
determined in accordance with the laws of the State of California.  Venue shall be in Monterey County, California. 

2.5 No Third-Party Beneficiaries.  This Agreement shall not be construed to confer any rights or benefits to any person, 
firm, group, corporation or entity other than the Parties. 

2.6 Waiver.  Waiver of any term or condition in this Agreement must be in writing and signed by the Parties. Waiver 
of any term or condition shall not be construed as a waiver of any other terms or conditions in this Agreement. 
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2.7 Partial Invalidity.  If any provision of this agreement is held by a court of competent jurisdiction to be invalid, 
void, or unenforceable, the remaining provisions will continue in full force and effect without being impaired or 
invalidated in any way. 

2.8 Expenses.  Each Party shall bear its own expenses in connection with the preparation and execution of this 
Agreement and in connection with the transactions contemplated by this Agreement. 

2.9 Amendments.  Except as specifically provided in this Agreement, neither this Agreement nor any term of this 
Agreement may be amended, waived, discharged or terminated orally or by any act or failure to act, but only by a 
written instrument signed by the Party against whom enforcement of any such amendment, waiver, discharge or 
termination is sought. 

2.10 Assignment.  Neither this Agreement nor any of the rights or obligations under this Agreement may be assigned 
by either Party without the prior written consent of the other Party. 

2.11 Notices.  All notices and other communications under this Agreement shall be in writing and shall be deemed to 
have been given when personally delivered, transmitted by telecopy, electronic or digital transmission subject to 
acknowledgement of receipt by the receiving Party or if mailed, on the third (3rd) day after mailing by first-class 
mail, postage prepaid, addressed to each Party at the respective addresses set forth in this Agreement. 

2.12 Entire Agreement.  This Agreement and the exhibits and schedules attached to this Agreement constitute the full 
and entire understanding between the Parties with regard to the subject matter of this Agreement, and supersede 
all prior and contemporaneous agreements and representations of the Parties. 

 
The Parties have executed this Agreement as of the Effective Date first set forth above.  
 
SVMHS      SFP 
Salinas Valley Memorial Healthcare System  Salinas Family Practice Medical Clinic, Inc. 
 
 
By:       By:      

Pete Delgado, President/CEO         Douglas C. Cambier, MD, President/CEO 
 
Date:       By:      

Mark J. Adame, MD, CFO 
 

Date:      
 
Address for Notice:     Address for Notice: 
Salinas Valley Memorial Healthcare System  Salinas Family Practice Medical Clinic, Inc. 
Attn: Office of the President/CEO   Attn: Group President 
450 East Romie Lane     _________________________ 
Salinas, CA  93901     _________________________ 
 

CHM 
CHM Leasing 

 
 

By:      
      ________________ 

 
Date:      

 
Address for Notice: 
CHM Leasing 
Attn: General Partner 
_________________________ 
_________________________ 
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Exhibit A 
 

Assets 
 
 
DATA/PHONE-FAX LINES.  Included in Assets under this Agreement are the following phone, fax lines, and data 
services to SVMC which SVMHS shall acquire directly from SFP or SFP shall transition to SVMHS. 
 
Data: 
 
Phone Lines      Fax lines 
 
Phone #   Purpose    Fax #   Location 
(831) 757-8081  Main Line   (831) 757-0625  Main Fax Line 
(831) 757-4668   Postage    (831) 757-3180 
(831) 757-8019   Phone Tree   (831) 757-8135 
(831) 757-8007  Modem    (831) 757-0625 
 
 
Assets 
 
FILING CABINETS 
FILING CABINETS 
AUSONIO CONSTRUCTION 
CABINETS 
CABINET AND CHAIR 
FISH TANK 
#315 CHAIRS 
MCW ROLLTOP DESK 
NEWPORT END TABLES 
NEWPORT COCKTAIL TAB 
DESK CHARGER 
FETAL DOPPLER 
OPTHALMOSCOPES 
PEDI SCALE 
EXAM TABLES 
#207 BENCHES 
WHEEL CHAIR 
EXAM STOOLS 
MAYO STANDS 
OTOSCOPES 
WALL EXAM LIGHTS 
WALL BLOOD PRESSURE 
DESK & CHAIR 
COMMERCIAL CHAIR 
MEDICAL EQUIPMENT 
DESK 
FILE CABINET 
WALL UNIT 
FILE CABINET 
MEDICAL EQUIPMENT 
MIDMARK EXAM TABLES 
BERGEN EXAM TABLE 
PBI FILE CABINETS 
ANDERSON OFFICE SAFE 
KECKLER  MICROTYMP 
MICROSCOPE BINOCULAR 
FETAL DOPPLEX 

HEWLETI PACKARD EKG 
SPIROMETER 
BUDGET-PATTYS CREDEN 
LIQUID NITRO CYLIND 
TAB-PROD TRACK FILES 
3 2DR HON FILING CAB 
CRYOCAUTERY UNIT 
CHARGER DESK/OTOSCOP 
CAST SAW - DURR 
HON LATERAL FILE - PBI 
HON LATERAL FILE - PBI 
PBI - 2 HON FILE PUTTY 
PBI - 2 HON 42" LAT FILE 
HEMOCUE PHOTOMETER 
HYFRECTRA  PLUS 
EKG MACHINE 
1328 B-1 NATIVIDAD BUILDING 
SURGICAL TABLE 
OAK MILL SINGLE PED DESK 
OAK MILL HUTCH/COMBODESK 
COAST LASER HP2100 TN 
AUTOCLAVE ULTRA STERIL 
TAB PRODUCTS FILE SYSTEM 
15" CTI< LCD ANALOG DISPLY 
AUTOCLAVE ULTRCLAV PRI 
TAB PRODUCTS FILING SYS 
SPOT V BP SIGN MACHINE 
SEARS REFRIG 21 CF 
15" FLAT PANEL VIDEO 
HUNT-FD2 DOPPLER FETAL 
RENAISSANCE IISP 
7 SYS P4 2.2 GHZ COMPUTER 
8 LAMP WALL EXAM LIGHT 
1SYS P4 2.2 GHZ LCD 17" 
MEDICAL MANAGER 
HARDWARE 
COMMUNICATION  EXPANSION 

MEDICAL MANAGER SERVER 
NEW BLINDS 
2 NEW COMPUTERS 
MAGIC CONSULTING PURCH 
MAGIC CONSULTING PURCH 
MONTEREY BAY OFFICE PROD 
HARD DRIVE PROCESSOR 
PHONE TREE 
MOBILE BP UNIT 
6 DELL OPTIPLEX PC 
MURATEC FAX F525 
SAGE MEDICAL MANAGER UPGR 
VINYL TILE FOR LOBBY 
CARPET FOR RECEP & OFFICE 
CFC CUSTOM FLOORING 
JAMES SHOOK FURNITURE 
DESK TOP HARDDRIVE 
NAT BUS FURN CHAIRS 
COMM SPECIALIST EQUIP 
PINNACLE MONITOR/OPTI PLEX 
MICHAEL EWING COFFEETABLE 
PHONE SYSTEM 
PINNACLE TECH WORKSTATI ON 
DELL OPTIPLEX FOR NURSE  
PINNACLE TECH COMPUTER 
4 VX 520 TERMINALS 
KONICA MINOLTA  BH4050 
DELL OPTIPLEX 7040 
KONICA MINOLTA BIZHUB MFP 
DELL OPTIPLEX 5040 PC 
CISCO SMALL BUS DESKTOP S 
DELL 7050 SFF TOWER PC 
EKG MACHINE MID VALLEY SU 
PINNACLE TINAS PC 
CFC CUSTOM FLOORING PATIE 
PINNACLE NURSES PC 
DEVEERA COMPUTERS 
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Exhibit B 
 

Assumed Liabilities for Loans and Leases 
 
 

None 
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Exhibit C 
 

Bill of Sale 
 
 
For good and valuable consideration, the receipt and adequacy of which are hereby acknowledged, Salinas Family 
Practice Medical Clinic, Inc. (“SFP”) and CHM Leasing (“CHM”), hereby transfers, sells, assigns and delivers to 
Salinas Valley Memorial Healthcare System, a California local health care district (“SVMHS”), all right, title and 
interest of SFP and CHM in and to the Assets, as defined and set forth in the Agreement for Purchase of Assets with an 
effective date of February 1, 2021, between SFP, CHM and SVMHS (“Agreement”) which provides for a Closing Date 
of April 1, 2021. 

SFP and CHM hereby covenants and agrees that SFP and CHM will do, execute, acknowledge and deliver or cause to 
be done, executed, acknowledged and delivered, such further acts, deeds, assignments, transfers, conveyances and 
assurances as may be necessary in order to assign, transfer, convey, assure and confirm unto and vest in SVMHS, its 
successors and assigns, title to the Assets sold, conveyed, transferred and delivered by this Bill of Sale. 

This Bill of Sale is executed as of the date below and effective as of April 1, 2021. 
 
 
SVMHS/BUYER 
Salinas Valley Memorial Healthcare System 
 
 
 
 
By:       

Pete Delgado, President/CEO 
 
 
 
 
Date:       
 

SFP/SELLER 
Salinas Family Practice Medical Clinic, Inc. 
 
 
 
 
By:       

Douglas C. Cambier, MD, President 
 
 
 
 
Date:       
 

 CHM/SELLER 
CHM Leasing 
 
 
 
 
By:       

James K. Hoffman, MD, President 
 
 
 
 
Date:       
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Exhibit D 
 

Assumed Contracts 
 
 

 Clean King Janitorial Service Agreement dated June 24, 2020 
 Monterey Transfer & Storage Inc. Record Management Services Agreement 
 MBS Managed Print Services Agreement dated June 7, 2016 
 Pitney Bowes Lease #G531049010 
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LEASE AGREEMENT BETWEEN 
CHM LEASING AND 

SALINAS VALLEY MEMORIAL HEALTHCARE SYSTEM 

This Lease Agreement (“Lease”) is entered into effective April 1, 2021 (“Effective Date”) by and between CHM 
Leasing, a California partnership (“Landlord”), and Salinas Valley Memorial Healthcare System, a California local 
health care district (“Tenant”). 

A. Landlord is the owner of certain property located at 1328 Natividad Road, Salinas, California 93906.  The 
property is more particularly described in Exhibit A attached to this Lease.  The property, medical clinic, parking 
area, and other improvements located on the property constitute the “Premises.” 

B. Landlord desires to lease to Tenant and Tenant desires to lease from Landlord the entirety of the Premises on the 
terms and conditions set forth in this Lease. 

C. Landlord is a Tenant under a Ground Lease with the County of Monterey, dated May 26, 1981, as amended, with 
a termination date of December 31, 2038.  Landlord’s duties and responsibilities are administratively managed by 
Valle Verde Condominium Association which assesses Landlord with costs pursuant to the Trust on a proportional 
basis, including rent, associated with the Ground Lease. 

In consideration of the mutual terms, covenants and conditions contained in this Lease and for other good and valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as follows: 

1. Lease.  Landlord leases to Tenant and Tenant leases from Landlord the Premises on the terms and conditions set 
forth in this Lease. 

2. Term of Lease/Delivery of Possession.  The term of this Lease (“Term”) shall be for a period of five (5) years 
commencing on April 1, 2021 (“Commencement Date”), and ending on March 31, 2026, unless sooner terminated 
pursuant to the terms of this Lease (“Termination Date”). Landlord shall deliver physical possession of the 
Premises to Tenant on the Commencement Date. 

3. Option to Extend Term.  Tenant shall have one (1) option to extend the Term of this Lease for a period of five 
(5) years beyond the initial Term of the Lease.  Should Tenant elect to exercise this option to extend the Lease 
Term, Tenant shall provide notice to Landlord at least ninety (90) days prior to the Termination Date of the Lease. 
Upon Tenant’s notice to Landlord of the exercise of Tenant’s option to extend the Lease, the parties shall mutually 
agree on a fair market rent for the extended Term. 

4. Early Termination by Tenant.  Tenant shall have the right to terminate this Lease without stating a cause or 
reason and without cost or penalty after the second (2nd) anniversary of the Effective Date of this Lease upon ninety 
(90) days prior written notice to Landlord. 

5. Monthly Rent.  Rent shall be paid by Tenant to Landlord as follows: 

5.1 For the first twelve (12) months of the Term, the monthly rent shall be in the amount of Six Thousand Eight 
Hundred Forty Eight Dollars ($6,848.00) (“Initial Monthly Rent” and, as adjusted from time to time, 
“Monthly Rent”).  Monthly Rent shall be payable in advance on the first (1st) day of each month at the 
address set forth in Section 31 or such other address as Landlord may from time to time designate by written 
notice to Tenant. 

5.2 On each anniversary of the Commencement Date during the Term of the Lease (each an “Adjustment Date”), 
Monthly Rent shall be adjusted to an amount equal to the greater of: 

(a) Monthly Rent in effect immediately prior to the Adjustment Date (without regard to temporary 
abatement of rent then or previously in effect pursuant to the provisions of this Lease), or 

(b) The product obtained by multiplying the Initial Monthly Rent by a fraction, the numerator of which 
is the Index, as defined below, published nearest but prior to the Adjustment Date and the denominator 
of which is the Index published nearest but prior to the Commencement Date. 

In no event shall the adjustment in the Monthly Rent at the Adjustment Date exceed three percent (3.0%) 
above the Monthly Rent for the year prior to the Adjustment Date. 
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5.3 The term “Index” as used in this Lease shall mean the Consumer Price Index for All Urban Consumers, San 
Francisco - Oakland - San Jose Metropolitan Area published by the Bureau of Labor Statistics of the United 
States Department of Labor. 

If the Index is changed so that the base year differs from that used as of the date immediately preceding the 
Commencement Date, the Index shall be converted in accordance with the conversion factor published by 
the United States Department of Labor, Bureau of Labor Statistics.  If the Index is discontinued or revised 
during the Term, such other index or computation with which it is replaced shall be used in order to obtain 
substantially the same result as would be obtained if the Index had not been discontinued or revised. 

6. Use.  Tenant shall occupy and use the Premises as a medical clinic primarily providing primary care medical 
services, including exam rooms, physician offices, and administrative space and all other operations incident to 
the conduct of that business. 

6.1 Tenant shall not commit any acts on the Premises, or use the Premises in any manner that will increase the 
existing rates for or cause the cancellation of any fire, liability, or other insurance policy carried by Landlord 
insuring the Premises or the improvements on the Premises.  Tenant shall, at Tenant’s own cost and expense, 
comply with all requirements of Landlord’s insurance carriers necessary for the continued maintenance at 
reasonable rates of fire and liability insurance policies on the Premises. 

6.2 Tenant shall not commit any waste or any public or private nuisance upon the Premises.  Tenant shall comply 
with all laws, rules, and orders of all federal, state, and municipal governments or agencies that may be 
applicable to use of the Premises.  Tenant agrees not to use the Premises for any unlawful purpose. 

7. Hazardous Materials. 

7.1 Tenant shall comply with all environmental laws, regulations, and ordinances and shall not, except as 
hereinafter provided, cause or permit substances or materials defined as hazardous, toxic, or environmentally 
unsafe under the law, regulation, or ordinance to be brought upon, kept or used in, on, or about the Premises, 
without the written consent of Landlord, except that Landlord’s consent shall be unnecessary for those items 
constituting Hazardous Materials, stored, sold or used by Tenant in the ordinary course of Tenant’s business 
as a health care provider.  Tenant shall cause the use and storage of such Hazardous Materials brought upon, 
kept or used by tenant in or about the Premises to comply with all environmental laws, regulations and 
ordnances.  Without limiting the foregoing, if the presence of any Hazardous Materials brought upon, kept 
or used by Tenant results in any contamination of the Premises, Tenant shall take all actions, at Tenant’s 
sole expense, that are necessary to comply with all environmental laws, regulations and ordnances.  Tenant 
shall give immediate written notice to Landlord of (i) any action, proceeding or inquiry by any governmental 
authority or any third party with respect to the presence of any Hazardous Material on the Premises, or (ii) 
any spill, release or discharge of Hazardous Materials that occurs with respect to the Premises. 

7.2 Tenant shall be responsible, at Tenant’s sole cost and expense, for the proper handling, storage and removal 
of potentially infectious medical waste generated in the Premises, and Tenant shall provide disposal of such 
waste.  Tenant’s failure to properly dispose of such waste or failure to comply with environmental laws, 
regulations and ordinances shall be deemed a default of this Lease. 

7.3 Tenant shall indemnify and hold harmless Landlord, and its respective members, partners, directors, officers, 
employees, agents, successors and assigns (“Landlord Parties”) from and against any and all actions, suits, 
demands or judgments, losses, damages, penalties, expenses, fees, claims, costs, and liabilities, arising out 
of or connected with (i) the violation of any environmental law, rule or regulation with respect to the 
Premises during the term of this Lease (including any period of holding over, occupancy or possession by 
Tenant or any subtenant or assignee of Tenant after the expiration of the Lease Term); or (ii) the “release” 
or “threatened release” of or failure to remove Hazardous Materials from the Premises, any portion or 
portions thereof or any adjacent or surrounding areas.  The indemnity shall include all costs, fines, penalties, 
judgments, losses, attorney’s fees, expenses and liabilities incurred by Landlord Parties for any such claim 
or any action or proceeding brought thereon.  This indemnity shall survive the expiration or termination of 
this Lease.  In any action or proceeding brought against Landlord Parties by reason of any such claim, 
Landlord Parties shall promptly notify Tenant of the same, and upon notice from Landlord, Tenant shall 
defend the same at Tenant’s expense by counsel reasonably satisfactory to Landlord. 
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7.4 The term “Hazardous Material” shall mean any substance or material which has been determined by any 
state, federal or local governmental authority to be capable of posing a risk of injury to health, safety or 
property, including all of those materials and substances designated as hazardous or toxic by the city in 
which the Premises are located, the U.S. Environmental Protection Agency, the Food and Drug 
Administration, the California Water Resources Control Board, the Regional Water Quality Control Board, 
Central Coast Region, the California Air Resources Board, CAL/OSHA Standards Board, Division of 
Occupational Safety and Health, the California Department of Health Services, and any federal agencies that 
have overlapping jurisdiction with such California agencies, or any other governmental agency now or 
hereafter authorized to regulate materials and substances in the environment.  Without limiting the generality 
of the foregoing, the term “Hazardous Material” shall include all of those materials and substances defined 
as “hazardous waste,” “extremely hazardous waste,” or “restricted hazardous waste” in the Hazardous Waste 
Control Act as the same shall be amended from time to time. 

8. Utilities/Common Area Expenses.  During the Term, Tenant shall pay, before delinquency, all charges or 
assessments for internet, telephone, water, sewer, gas, heat, electricity, garbage disposal, trash disposal, and all 
other utilities and services of any kind that may be used by Tenant on the Premises.  Tenant acknowledges that 
certain expenses will be in the form of an assessment by the Val Verde Condominium Associations for costs 
apportioned to Landlord by virtue of its membership in said Association related to its status as an owner of a 
Leasehold interest in the Premises and/or Association’s obligations pursuant to the Ground Lease between 
Landlord and the County of Monterey.  It is the intent of the parties that all such costs and expenses incurred by 
Landlord are the obligation of, and shall be paid by Tenant, pursuant to this Section. 

9. Taxes. 

9.1 Subject to Section 9.4, Tenant shall pay to the public authorities charged with the collection on or before the 
last day on which payment may be made without penalty or interest, as additional rent, all taxes, permit, 
inspection, and license fees, and other public charges of whatever nature that are assessed against the 
Premises or arise because of Tenant’s occupancy, use, or possession of the Premises (including but not 
limited to taxes on Tenant’s personal property), subsequent to the commencement of the Term, and all 
installments of assessments that are due during the Term. 

9.2 Landlord agrees to give appropriate written instructions to public authorities for taxes, assessments, and 
public charges payable by Tenant to make sure that statements and billings will be mailed directly by public 
authorities to Tenant at the address set forth in Section 30.  Tenant shall deliver to Landlord, on demand, 
original receipts or photocopies evidencing payment of all taxes, assessments, and public charges payable 
by Tenant.  Provided that Tenant has received notice of the levying of a tax, assessment or charge, if Tenant 
fails to pay taxes, assessments, and charges on or before the last day on which payment may be made without 
penalty or interest, other than as provided for in this Section 9, Landlord may, but shall not be obligated to, 
pay those taxes, assessments, or charges, together with interest and penalties.  Any amounts that Landlord 
may pay pursuant to this provision, together with interest at the rate of ten percent (10%) per annum, shall 
be repaid to Landlord by Tenant on demand as additional rent. 

9.3 All real estate taxes levied on the Premises for the tax year in which the Commencement Date falls shall be 
appropriately prorated between Landlord and Tenant, so that Tenant’s share will reflect the portion of that 
tax year in which Tenant had possession of the Premises under this Lease.  Tenant shall pay Tenant’s share 
of the taxes directly to Landlord and not to the public authorities charged with the collection.  That payment 
shall constitute full performance by Tenant, and Landlord shall pay from those funds and Landlord’s own 
funds all of the taxes for that tax year.  Taxes levied on the Premises for the tax year in which the Termination 
Date occurs shall be similarly prorated between Landlord and Tenant to reflect the period of Tenant’s 
possession of the Premises during that tax year.  Tenant shall pay Tenant’s share of those taxes to Landlord 
directly rather than to the public authorities, and that payment shall constitute full performance under this 
Lease with respect to this tax liability. 

9.4 Tenant shall not be required to pay, discharge, or remove any tax (including penalties and interest), 
assessment, tax lien, forfeiture, or other imposition or charge against the Premises or any part of the Premises 
or any improvements, so long as Tenant diligently and in good faith contests the validity or the legality of 
the assessment, levy, or charge by appropriate legal proceedings, which should prevent the collection of the 
tax, assessment, imposition, or charge contested; provided however, that Tenant, prior to the date that the 
tax, assessment, imposition, or charge is due and payable, shall either have paid it under protest or shall 
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have, (i) in the case of real estate taxes, posted a bond with Landlord sufficient to cover the amount of the 
taxes and penalties and interest and, (ii) in the case of taxes other than real estate taxes, given to Landlord a 
letter executed by an officer of Tenant assuring Landlord that the tax, assessment, imposition, or charge will 
be paid when and to the extent that the legal proceedings conclude in a final determination that the tax, 
assessment, imposition, or charge is valid, legal and owing.  Upon such final determination, Tenant agrees 
to immediately pay the contested tax, assessment, imposition, or charge, together with all interest and 
penalties, if any, and remove and discharge any lien or forfeiture arising from the prior nonpayment.  
Tenant’s right to contest taxes as provided in this Lease shall not extend beyond the point where Landlord’s 
title to the Premises could be lost.  Tenant shall notify Landlord in advance of any tax contest proceedings 
that Tenant intends to initiate and shall then inform Landlord of all significant developments in the 
proceedings as they may occur. 

9.5 If Tenant has not paid any tax, assessment, or public charge required by this Lease to be paid by Tenant 
before its delinquency, or if a tax, assessment, or public charge is contested by Tenant and that tax, 
assessment, or public charge has not been paid within thirty (30) days after a final determination of the 
validity, legality, or amount of the tax, assessment or public charge, then Landlord may, but shall not be 
required to, pay and discharge the tax, assessment, or public charge.  If a tax, assessment, or public charge, 
including penalties and interest, are paid by Landlord, the amount of that payment shall be due and payable 
to Landlord by Tenant with the next succeeding installment of rent, and shall bear interest at the rate of ten 
percent (10%) per annum from the date of the payment by Landlord until repayment by Tenant. 

9.6 If any assessments for local improvements become a lien after the Commencement Date, Tenant shall pay 
only the installments of the assessments that become due and payable during the Term.  On the request of 
Tenant, Landlord shall cooperate or join with Tenant in any application that may be necessary to permit the 
payment of the assessments in installments. 

9.7 The covenants to pay taxes by Tenant in this Section 9 shall not be deemed to include the payment of any 
inheritance, estate, succession, transfer, gift, franchise, corporation, income, or profit tax, or capital levy that 
is or may be imposed on Landlord. 

10. Condition of Premises.  Except as otherwise expressly provided herein, Tenant acknowledges that neither 
Landlord nor any agent of Landlord has made any representation or warranty of any kind whatsoever with respect 
to fitness for use or purpose, design, value, quality of material or workmanship, merchantability, or the condition 
of the Premises, or any part thereof, or with respect to the suitability for the conduct of Tenant’s business.  This 
Lease is being entered into after full investigation of the Premises by Tenant and Tenant is relying solely upon the 
results of Tenant’s own inspections.  Tenant acknowledges that the Premises and improvements are in good order, 
repair and condition and Tenant accepts the condition of the Premises in its “as is, with all faults” condition. 

11. Repairs and Maintenance. 

11.1 Landlord’s Repairs and Services.  Landlord shall at Landlord’s expense maintain the structural soundness 
of the structural beams of the roof, foundation and exterior walls of the Premises in good repair, reasonable 
wear and tear and casually damaged excepted.  The term “exterior walls” shall not include windows, glass 
or plate glass, doors, storefronts of office entries.  Landlord shall perform on behalf of Tenant the 
maintenance, repair or replacement (as determined by Landlord in its sole discretion) of the roof and roof 
membrane.  Any damage caused by or repairs necessitate by any act or omission of Tenant or Tenant’s 
Parties may be repaired by Landlord at Landlord’s option and at Tenant’s expense, and the costs incurred 
by Landlord, together with interest at the Applicable Interest Rate from the date incurred, shall be paid to 
Landlord by Tenant as Additional Rent upon demand.  Tenant shall immediately give Landlord written 
notice of any defect or need for repairs after which Landlord shall have a reasonable time within which to 
repair the same.  Landlord’s liability with respect to defects, repairs, or maintenance for which Landlord is 
responsible under this Lease shall be limited to the cost of such repairs or maintenance. 

11.2 Tenant’s Repairs and Maintenance.  Tenant shall, at Tenant’s expense, promptly make all necessary repairs, 
and use diligence to keep in good and safe condition, the entire Premises, including without limitation to 
personal property, windows, mirrors, glass panels, doors, walls and wall finishes, fixtures and hardware, 
floor covering, heating and air conditioning systems, plumbing and electrical systems and fixtures, light 
fixtures, alarm system and fire sprinklers, excluding only those items of maintenance or repair which are the 
responsibility of Landlord under Section 11.1.  Tenant shall be responsible for the cost of all consumable 
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items used within the Premises, including but not limited to toilet tissue, Kleenex, paper towels and light 
bulbs.  Tenant shall at Tenant’s expense also perform regular removal of trash and debris except as provided 
by routine service provided by Landlord.  Tenant shall not damage the integrity of any wall in the premises. 

12. Alterations. 

12.1 Tenant shall have the right to make alterations to the building and improvements on the Premises only with 
the prior written consent of the Landlord, which shall not be unreasonably withheld.  Tenant shall provide 
to Landlord of a set of plans and specifications for the alterations no later than forty-five (45) days prior to 
the scheduled construction.  The plans and specifications shall be deemed approved if Landlord does not 
provide written objection to Tenant on or before thirty (30) days after receipt of Tenant’s plans and 
specifications.  Tenant shall construct the alterations and improvements solely in accordance with the plans 
and specifications which are approved by Landlord.  All improvements, additions, and alterations shall be 
made using only contractors licensed to perform such work in the State of California, in accordance with 
applicable laws, and at Tenant’s own expense.  Tenant shall indemnify and defend Landlord for all liens, 
claims, or damages caused by remodeling, improvements, additions or alterations. 

12.2 All alterations and improvements made to the Premises shall become the property of Landlord and shall 
remain on and be surrendered with the Premises at the expiration or sooner termination of this Lease, 
including any renewals or extensions. 

12.3 At least ten (10) days before any construction commences or materials are delivered for any alterations that 
Tenant is making to the Premises, Tenant shall give written notice to Landlord as to when the construction 
is to commence or the materials are to be delivered.  Landlord shall then have the right to post and maintain 
on the Premises any notices that are required to protect Landlord and Landlord’s interest in the Premises 
from any liens for work and labor performed or materials furnished in making the alterations; provided, 
however, that it shall be Tenant’s duty to keep the Premises free and clear of all liens, claims, and demands 
for work performed, materials furnished, or operations conducted on the Premises at the request of Tenant. 

12.4 Tenant will not at any time permit any mechanics’, laborers’, or materialmen’s liens to stand against the 
Premises for any labor or material furnished to Tenant or claimed to have been furnished to Tenant or 
Tenant’s agents, contractors, or subtenants, in connection with work of any character performed or claimed 
to have been performed on the Premises by or at the direction or sufferance of Tenant; provided, however, 
that Tenant shall have the right to contest the validity or amount of any lien or claimed lien, upon giving to 
Landlord a letter executed by Tenant assuring that the lien or claimed lien will be paid, when and to the 
extent that the lien is finally determined to be valid and owing.  Tenant’s right, however, to contest these 
liens shall not extend beyond the point where Landlord’s title to the Premises could be lost.  On final 
determination of the lien or claim of lien, Tenant will immediately pay any final judgment rendered, with 
all property costs and charges, and shall have the lien released or judgment satisfied at Tenant’s own 
expense.  If Tenant fails to pay the judgment promptly or otherwise fails to prevent any sale, foreclosure, or 
forfeiture of the Premises because of a lien, Landlord shall have the right, upon five (5) days’ written notice 
to Tenant, to pay or prevent this action, and the amount paid by Landlord shall be immediately due and 
payable to Landlord, and shall bear interest at the rate of ten percent (10%) per annum from the date of 
payment by Landlord until repayment by Tenant. 

13. Entry.  Tenant shall permit Landlord or Landlord’s agents, representatives, and employees to enter the Premises 
at all reasonable times and upon reasonable notice to inspect the Premises to determine whether Tenant is 
complying with the terms of this Lease and to do other lawful acts that may be necessary to protect Landlord’s 
interest in the Premises under this Lease or to perform Landlord’s duties under this Lease. 

14. Surrender of Premises; Holding Over.  On the Termination Date or the end of any extension or renewal of this 
Lease, Tenant shall promptly surrender and deliver the Premises to Landlord in as good condition as they are now 
at the date of this Lease, reasonable wear and tear excepted. 

15. Indemnity.  Tenant agrees to indemnify, defend and hold Landlord harmless from and against any claims, 
demands, and causes of action of any nature and any expense incident to the defense, for injury to or death of 
persons or loss of or damage to property occurring on the Premises that arise out of or are connected with Tenant’s 
use or occupancy of the Premises or the condition of the Premises during the Term.  Tenant’s obligations under 
this Section shall survive termination of this Lease. 
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16. Insurance. 

16.1 At all times during the Term, Landlord shall maintain in full force and effect insurance on the building and 
improvements that may be built or placed on the Premises, against the hazard of fire, with all standard 
extended coverage, in an amount equal to their full insurable value, with a replacement cost endorsement, 
excluding the cost of excavation and of foundation below the level of the ground and such other insurance 
as Landlord considers necessary or appropriate.  Tenant shall pay to Landlord as additional rent the insurance 
premium costs for the insurance which Landlord maintains under this Section 16.  Tenant shall pay Landlord 
for the insurance premium cost that Tenant is obligated to pay under this Section 16 in one of the following 
ways.  The selection of a method described below shall be the method by which Tenant shall pay shall be in 
the sole discretion of Landlord and may be changed by Landlord from time to time throughout the Term. 

(a) Landlord may estimate and bill to Tenant the amount to be paid by Tenant on account of the insurance 
premium cost hereunder, and Tenant shall make monthly payments to Landlord, in the same manner 
that Tenant pays the Monthly Rent. 

(b) In the alternative, Landlord may bill Tenant, and Tenant shall pay, as follows.  At the commencement 
of each policy period for each such policy of insurance, Landlord shall notify Tenant of the insurance 
premium costs for that policy of insurance and that policy period.  Tenant shall pay to Landlord the 
insurance premium costs within thirty (30) days after written notice from Landlord to Tenant of the 
amount of the required premium payment. 

16.2 Tenant shall procure and maintain commercial general liability insurance designating Landlord as a named 
insured against any and all claims for bodily injury and property damage occurring in, or about the Premises 
(including without limitation damage or injury to vehicles or persons in the parking lot located on the 
Premises) or arising out of Tenant’s use or occupancy of the Premises.  Such insurance shall have a combined 
single limit of not less than two million dollars ($2,000,000) per occurrence with a five million dollar 
($5,000,000) aggregate limit.  Such liability insurance shall be primary and not contributing to any insurance 
available to Landlord and any insurance maintained by Landlord shall be excess thereto.  In no event shall 
the limits of such insurance be considered as limiting the liability of Tenant under this Lease. 

16.3 Each policy of insurance shall be issued by a responsible insurance company authorized to do business in 
California, and shall be issued in the names of Landlord, Tenant, and any beneficiary under any deed of trust 
covering the Premises, if required by the deed of trust, as their respective interests may appear.  Tenant shall 
deliver a certificate for each insurance policy to Landlord with all relevant endorsements.  Each policy of 
insurance shall be primary and noncontributory with any policies carried by Landlord and, to the extent 
obtainable, any loss shall be payable notwithstanding any act or negligence of Landlord that might otherwise 
result in forfeiture of insurance.  Each insurance policy shall provide that a thirty (30) day notice of 
cancellation and of any material modification of coverage shall be given to all named insureds.  The 
insurance coverage required under this Section may be carried by Tenant under a blanket policy insuring 
other locations of Tenant’s business, provided that the Premises covered by this Lease are specifically 
identified as included under that policy. 

16.4 Tenant shall, during the Term and any renewals or extensions, maintain at Tenant’s own cost and expense, 
an insurance policy insuring against damage or destruction by fire, theft, or elements for their full insurable 
value all fixtures and equipment on the Premises at any time during the Term or any renewal or extension. 

16.5 At all times during the Term and any extensions or renewals, Tenant agrees to keep and maintain, or cause 
Tenant’s agents, contractors, or subcontractors to keep and maintain, workers’ compensation insurance and 
other forms of insurance as may from time to time be required by law or may otherwise be necessary to 
protect Landlord and the Premises from claims of any person who may at any time work on the Premises, 
whether as a servant, agent, or employee of Tenant or otherwise. 

16.6 Landlord agrees that it will tender and turn over to Tenant or to Tenant’s insurers the defense of any claims, 
demands, or suits instituted, made, or brought against Landlord or against Landlord and Tenant jointly, 
within the scope of this Section.  However, Landlord shall have the right to approve the selection of legal 
counsel, to the extent that selection is within Tenant’s control, which approval shall not be unreasonably 
withheld.  In addition, Landlord shall retain the right at Landlord’s election to have Landlord’s legal counsel 
participate as co-counsel, to the extent that claims are made that may not be covered by Tenant’s insurers. 

Page 173 of 189



7 

16.7 Landlord and Tenant hereby mutually waive their respective rights of recovery against each other for any 
loss of, or damage to, either parties’ property, to the extent that such loss or damage is insured by an 
insurance policy required to be in effect at the time of such loss or damage.  Each party shall obtain any 
special endorsements, if required, whereby insurer waives its rights of subrogation against the other party. 

17. Trade Fixtures. Tenant shall have the right, at any time and from time to time during the Term and any renewals 
or extensions, at Tenant’s sole cost and expense, to install and affix on the Premises items for use in Tenant’s trade 
or business, which Tenant deems advisable (collectively “Trade Fixtures”).  Trade Fixtures installed in the 
Premises by Tenant shall remain the property of Tenant and may be removed at the expiration of the Term or any 
extension, provided that any damage to the Premises caused by the removal of the Trade Fixtures shall be repaired 
by Tenant, and provided that if Tenant elects to abandon any Trade Fixtures, Landlord shall have the right to either 
keep any abandoned Trade Fixtures or require Tenant to remove the Trade Fixtures that Tenant has otherwise 
elected to abandon. Any Trade Fixtures that are not removed from the Premises by Tenant within thirty (30) days 
after the Termination Date shall be deemed abandoned by Tenant and shall automatically become the property of 
Landlord as owner of the real property to which they are affixed. 

18. Signs.  Tenant shall not place, maintain, or permit on any exterior door, wall, or window of the Premises any sign, 
awning, canopy, marquee, or other advertising without the express written consent of Landlord.  For purposes of 
this Agreement, Landlord shall be deemed to have consented to signage to be displayed near the main entrance of 
the Premises indicating the Premises as the location of “Salinas Valley Medical Clinic.”  If Landlord consents to 
any sign, awning, canopy, marquee, decoration, or advertising matter, Tenant shall maintain it in good appearance 
and repair at all times during this Lease. 

19. Damage and Destruction. 

19.1 If the Premises are damaged or destroyed by any casualty then Landlord may, but shall have no obligation 
to, elect to repair, reconstruct or restore the Premises after any such damage or destruction thereto, by giving 
notice of such election in writing to Tenant within sixty (60) days after the occurrence of the event causing 
the damage or destruction.  If Landlord elects to repair, reconstruct or restore in accordance with this Section 
19.1, this Lease shall continue in full force and effect and Landlord shall proceed with due diligence to 
complete the repair, reconstruction or restoration so far as practicable and allowed by applicable law.  If 
Landlord elects not to repair, reconstruct or restore the Premises after any such damage or destruction, 
Landlord shall have the right to terminate this Lease.  If Landlord shall not elect to terminate this Lease, this 
Lease shall remain in full force and effect; provided, however, that if the damage or destruction of the 
Premises is such that the Premises have been rendered untenantable (and Landlord has not elected to repair, 
reconstruct or restore), Tenant shall have the right to terminate this Lease by written notice to Landlord 
given within thirty (30) days following the expiration of such sixty (60)-day period.  If this Lease shall be 
terminated as provided herein, all amounts paid or payable by Tenant to Landlord shall, where applicable, 
be prorated between Landlord and Tenant as of the date of such damage or destruction; provided, that if 
Tenant remains open for business following the date of such damage or destruction this Lease shall continue 
in effect until the date actual notice of termination is given as provided herein and all amounts hereunder 
shall be prorated as of the date of such notice. 

19.2 If Landlord elects under Section 19.1 to repair, reconstruct or restore the Premises after any damage or 
destruction thereto, Tenant shall, at its own expense, as soon as reasonably practicable replace or fully repair, 
reconstruct or restore its fixtures, improvements, furniture, equipment, signs and all other property to the 
condition existing immediately prior to the damage or destruction, to the extent practicable and permitted 
by applicable law. 

19.3 Tenant shall have no interest in or any claim to any portion of the proceeds of any insurance maintained 
pursuant to Section 16.1. 

19.4 If damage to the Premises or repair or rebuilding of the Premises after such damage renders the Premises 
untenantable in whole or in part, and Landlord repairs such damage pursuant to the provisions of Section 
19.1, then a proportionate abatement of the Monthly Rent shall be allowed from the date on which such 
damage occurs until the date the damage is repaired by Landlord under Section 19.1.  The proportionate 
abatement shall be computed on the basis of the relation which the gross square foot area of space rendered 
untenantable bears to the total square footage of the Premises. 
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20. Condemnation. 

20.1 If, during the Term or any renewal or extension, the whole of the Premises shall be taken pursuant to any 
condemnation proceeding, this Lease shall terminate as of 12:01 a.m. of the date that actual physical 
possession of the Premises is taken, and after that, both Landlord and Tenant shall be released from all 
obligations under this Lease. 

20.2 If, during the Term or any renewal or extension, only a part of the Premises is taken pursuant to any 
condemnation proceeding and the remaining portion is not suitable or adequate for the purposes for which 
Tenant was using the Premises prior to the taking, or if the Premises should become unsuitable or inadequate 
for those purposes by reason of the taking of any other property adjacent to the Premises pursuant to any 
condemnation proceeding, or if by reason of any law or ordinance the use of the Premises for the purposes 
specified in this Lease shall become unlawful, then and after the taking or after the occurrence of the other 
described events, Tenant shall have the option to terminate this Lease.  The option can be exercised only 
after the taking or after the occurrence of the described events by Tenant giving ten (10) days’ written notice 
to Landlord, and rent shall be paid only to the time when Tenant surrenders possession of the Premises. 

20.3 If only a part of the Premises is taken pursuant to any condemnation proceeding under circumstances that 
Tenant does not have the option to terminate this Lease as provided in this Section, or having the option to 
terminate, Tenant elects not to terminate, then Landlord shall at Landlord’s expense promptly proceed to 
restore the remainder of the Premises to a self-contained architectural unit, and the Monthly Rent payable 
shall be reduced effective as of the date of the taking to an amount that shall be in the same proportion to 
Monthly Rent payable prior to the taking, as the number of square feet of floor area within the building 
remaining after the taking bears to the number of square feet of floor area within the building immediately 
prior to the taking. 

20.4 If the whole or any part of the Premises are taken pursuant to any condemnation proceeding, then Landlord 
shall be entitled to the entirety of any condemnation award except that portion allocable to Tenant’s 
unsalvageable Trade Fixtures. 

21. Assignment and Subletting.  Tenant shall not assign this Lease or sublet any portion of the Premises without the 
prior written consent of Landlord, which shall not be unreasonably withheld.  Subsequent to any approved 
assignment, Tenant shall remain primarily liable for the rent to be paid under this Lease and the performance of 
all terms and conditions of this Lease. 

22. Default.  Any of the following events or occurrences shall constitute a material breach of this Lease by Tenant 
and, after the expiration of any applicable grace period, shall constitute an event of default (“Event of Default”): 

22.1 The failure by Tenant to pay any amount in full when it is due under the Lease or failure by Tenant to 
perform any obligation under this Lease, which Tenant has no capacity to cure; 

22.2 The failure by Tenant to perform any other obligation under this Lease, if the failure has continued for a 
period of ten (10) days after Landlord demands in writing that Tenant cure the failure.  If, however, by its 
nature the failure cannot be cured within ten (10) days, Tenant may have a longer period as is necessary to 
cure the failure, but this is conditioned upon Tenant’s promptly commencing to cure within the ten (10)-day 
period and thereafter diligently completing the cure; 

22.3 A general assignment by Tenant for the benefit of Tenant’s creditors; any voluntary filing, petition, or 
application by Tenant under any law relating to insolvency or bankruptcy, whether for a declaration of 
bankruptcy, a reorganization, an arrangement, or otherwise; the abandonment, vacation, or surrender of the 
Premises by Tenant without Landlord’s prior written consent; 

22.4 The appointment of a trustee or receiver to take possession of all or substantially all of Tenant’s assets; or 
the attachment, execution or other judicial seizure of all or substantially all of Tenant’s assets located at the 
Premises or of Tenant’s interest in this Lease, unless the appointment or attachment, execution, or seizure is 
discharged within thirty (30) days; or the involuntary filing against Tenant of a petition to have Tenant 
declared bankrupt, or a petition for reorganization or arrangement of Tenant under any law relating to 
insolvency or bankruptcy, unless, in the case of any involuntary filing, it is dismissed within sixty (60) days; 

22.5 The abandonment of the Premises by Tenant. 
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23. Remedies.  Upon the occurrence of an Event of Default, Landlord, in addition to any other rights or remedies 
available to Landlord at law or in equity, shall have the right to 

23.1 Terminate this Lease and all rights of Tenant under this Lease by giving Tenant written notice that this Lease 
is terminated, in which case Landlord may recover from Tenant the aggregate sum of 

(a) the worth at the time of award of any unpaid rent that had been earned at the time of termination; 

(b) the worth at the time of award of the amount by which (A) the unpaid rent that would have been earned 
after termination until the time of award exceeds (B) the amount of the rental loss, if any, as Tenant 
affirmatively proves could have been reasonably avoided; 

(c) the worth at the time of award of the amount by which (A) the unpaid rent for the balance of the term 
after the time of award exceeds (B) the amount of rental loss, if any, as Tenant affirmatively proves 
could be reasonably avoided; 

(d) any other amount necessary to compensate Landlord for all the detriment caused by Tenant’s failure 
to perform Tenant’s obligations or that, in the ordinary course of things, would be likely to result from 
Tenant’s failure; and 

(e) all other amounts in addition to or in lieu of those previously set out as may be permitted from time to 
time by applicable California law. 

As used in clauses (i) and (ii) of Section 23.1, the worth at the time of award is computed by allowing interest 
at the rate of ten percent (10%) per annum.  As used in clause (iii) of Section 23(a), the worth at the time of 
award is computed by discounting that amount at the discount rate of the Federal Reserve Bank of San 
Francisco at the time of award plus one percent (1%).  As used in this Section, the term rent shall include 
Monthly Rent and any other payments required by Tenant under this Lease. 

23.2 Continue this Lease, and from time to time, without terminating this Lease, either (i) recover all rent and 
other amounts payable as they become due or (ii) relet the Premises or any part on behalf of Tenant on terms 
and at the rent that Landlord, in Landlord’s sole discretion, may deem advisable, all with the right to make 
alterations and repairs to the Premises, at Tenant’s cost, and apply the proceeds of reletting to the rent and 
other amounts payable by Tenant.  To the extent that the rent and other amounts payable by Tenant under 
this Lease exceed the amount of the proceeds from reletting, the Landlord may recover the excess from 
Tenant as and when due. 

23.3 Upon the occurrence of an Event of Default, Landlord shall also have the right, with or without terminating 
this Lease, to re-enter the Premises and remove all persons and property from the Premises.  Landlord may 
store the property removed from the Premises in a public warehouse or elsewhere at the expense and for the 
account of Tenant. 

23.4 None of the following remedial actions, alone or in combination, shall be construed as an election by 
Landlord to terminate this Lease unless Landlord has in fact given Tenant written notice that this Lease is 
terminated or unless a court of competent jurisdiction decrees termination of this Lease: any act by Landlord 
to maintain or preserve the Premises; any efforts by Landlord to relet the Premises; any re-entry, 
repossession, or reletting of the Premises; or any re-entry, repossession, or reletting of the Premises by 
Landlord pursuant to this Section. 

23.5 If Landlord relets the Premises, Landlord shall apply the revenue from the reletting as follows: first, to the 
payment of any indebtedness other than rent due from Tenant to Landlord; second, to the payment of any 
cost of reletting, including without limitation finder’s fees and leasing commissions; third, to the payment 
of the cost of any maintenance and repairs to the Premises; and fourth, to the payment of rent and other 
amounts due and unpaid under this Lease.  Landlord shall hold and apply the residue, if any, to payment of 
future amounts payable under this Lease as the same may become due and shall be entitled to retain the 
eventual balance with no liability to Tenant.  If the revenue from reletting during any month, after application 
pursuant to the previous provisions, is less than the sum of (i) Landlord’s expenditures for the Premises 
during that month and (ii) the amounts due from Tenant during that month, Tenant shall pay the deficiency 
to Landlord immediately upon demand. 
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23.6 After the occurrence of an Event of Default, Landlord, in addition to or in lieu of exercising other remedies, 
may, but without any obligation to do so, cure the breach underlying the Event of Default for the account 
and at the expense of Tenant.  However, Landlord must by prior notice first allow Tenant a reasonable 
opportunity to cure, except in cases of emergency, where Landlord may proceed without prior notice to 
Tenant.  Tenant shall, upon demand, immediately reimburse Landlord for all costs, including costs of 
settlements, defense, court costs, and attorneys’ fees that Landlord may incur in the course of any cure. 

23.7 No security or guaranty for the performance of Tenant’s obligations that Landlord may now or later hold 
shall in any way constitute a bar or defense to any action initiated by Landlord for unlawful detainer or for 
the recovery of the Premises, for enforcement of any obligation of Tenant, or for the recovery of damages 
caused by a breach of this Lease by Tenant or by an Event of Default. 

23.8 Except where this is inconsistent with or contrary to any provisions of this Lease, no right or remedy 
conferred upon or reserved to either party is intended to be exclusive of any other right or remedy, or any 
right or remedy given or now or later existing at law or in equity or by statute.  Except to the extent that 
either party may have otherwise agreed in writing, no waiver by a party of any violation or nonperformance 
by the other party of any obligations, agreements, or covenants under this Lease shall be deemed to be a 
waiver of any subsequent violation or nonperformance of the same or any other covenant, agreement, or 
obligation, nor shall any forbearance by either party to exercise a remedy for any violation or 
nonperformance by the other party be deemed a waiver by that party of the rights or remedies with respect 
to that violation or nonperformance. 

24. Late Charge.  Tenant acknowledges that Tenant’s failure to pay any installment of the Monthly Rent or any other 
amounts due under this Lease as and when due may cause Landlord to incur costs not contemplated by Landlord 
when entering into this Lease, the exact nature and amount of which would be extremely difficult and impracticable 
to ascertain.  Accordingly, if any installment of the Monthly Rent or any other amount due under the Lease is not 
received by Landlord as and when due, then, without any notice to Tenant, Tenant shall pay to Landlord an amount 
equal to five percent (5.0%) of the past due amount, which the parties agree represents a fair and reasonable 
estimate of the costs incurred by Landlord as a result of the late payment by Tenant. 

25 Default Interest.  If Tenant fails to pay any amount due under this Lease as and when due, that amount shall bear 
interest at ten percent (10.0%) per annum from the due date until paid. 

26. Waiver of Breach.  Any express or implied waiver of a breach of any term of this Lease shall not constitute a 
waiver of any further breach of the same or other term of this Lease; and the acceptance of rent shall not constitute 
a waiver of any breach of any term of this Lease, except as to the payment of rent accepted. 

27. Estoppel Certificates.  At any time, with at least fifteen (15) days’ prior notice by Landlord, Tenant shall execute, 
acknowledge, and deliver to Landlord a certificate certifying: 

(a) Commencement Date and Term; Amount of the Monthly Rent; and Dates to which rent and other charges 
have been paid; 

(d) That this Lease is unmodified and in full force or, if there have been modifications, that this Lease is in 
full force, as modified, and stating the date and nature of each modification; 

(e) That no notice has been received by Tenant of any default by Tenant that has not been cured except, if any 
exist, those defaults must be specified in the certificate, and Tenant must certify that no event has occurred 
that, but for the expiration of the applicable time period or the giving of notice or both, would constitute an 
Event of Default under this Lease; 

(f) That no default of Landlord is claimed by Tenant, except, if any, those defaults must be specified in the 
certificate; and 

(g) Other matters as may be reasonably requested by Landlord. 

Any certificate may be relied on by prospective purchasers, mortgagees, or beneficiaries under any deed of trust 
on the Premises or any part of it. 

// 
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28. Attorneys’ Fees.  If any action at law or in equity is brought to recover any rent or other sums under this Lease, 
or for or on account of any breach of or to enforce or interpret any of the covenants, terms, or conditions of this 
Lease, or for the recovery of the possession of the Premises, the prevailing party shall be entitled to recover from 
the other party as part of prevailing party’s costs reasonable attorneys’ fees, the amount of which shall be fixed by 
the court and shall be made a part of any judgment rendered.  Each party shall bear its own attorneys’ fees and 
costs incurred in the negotiation and implementation of this Lease. 

29. Authority.  Each person signing this Lease on behalf of a party expressly represents and warrants that he or she 
has received full and complete authority to sign this Lease on behalf of that party, whether the party is an individual 
or an entity, by the exercise of any necessary powers governing the execution of contracts by that party and that 
no further approval of any kind is necessary to bind that party to this Lease. 

30. Notices.  Notices or other communications required or permitted by this Lease or by law to be served on or given 
to either party to this Lease by the other party shall be in writing and shall be deemed served when personally 
delivered to the party to whom they are directed, or in lieu of the personal service, upon deposit in the United 
States Mail, certified or registered mail, return receipt requested, postage prepaid, addressed to: 

Tenant at:  Salinas Valley Memorial Healthcare System 
Attn: Office of the President/CEO 
450 East Romie Lane 
Salinas, California 93901 

Landlord at: _______________________________ 
_______________________________ 
_______________________________ 
_______________________________ 

Either party, Tenant or Landlord, may change the address for the purpose of this Section by giving written notice 
of the change to the other party in the manner provided in this Section. 

31. Successors and Assigns.  Without waiver of the provisions of this Lease concerning assignment, each and all of 
the rights, benefits, duties, liabilities, and obligations of the parties under this Lease shall inure to the benefit of, 
and be binding upon, their respective successors and permitted assigns. 

32. Partial Invalidity.  Whenever possible, each provision of this Lease shall be interpreted in such manner as to be 
effective and valid under applicable law.  Any provision of this Lease held to be void or unenforceable under 
applicable law shall be deemed stricken and all remaining provisions of this Lease shall continue to be valid and 
binding upon the parties. 

33. Entire Agreement/Amendment.  This instrument constitutes the sole agreement between Landlord and Tenant 
respecting the Premises, the leasing of the Premises to Tenant, and the specified lease term, and correctly sets forth 
the obligations of Landlord and Tenant.  Any agreement or representations respecting the Premises or their leasing 
by Landlord to Tenant not expressly set forth in this instrument are void.  No addition, alteration, amendment, 
change, or modification to this Lease shall be binding upon the parties, or any of them, unless reduced to writing 
and signed by each and all of the parties. 

34. Time of Essence.  The time limits stated in this Lease are of the essence of this Lease.  The performance of the 
obligations of the parties within the times set forth in this Lease is a material term of this Lease.  All time periods 
expiring on a specified date or period in this Lease shall be deemed to expire at 5:00 p.m. Pacific Time on such 
specified date or period. 

35. Subordination. 

35.1 This Lease shall be subordinate to any ground lease, mortgage, deed of trust, or any other hypothecation for 
security now or later placed upon the Premises and to any advances made on the security of it or Landlord’s 
interest in it, and to all renewals, modifications, consolidations, replacements, and extensions of it.  
However, if any mortgagee, trustee, or ground landlord elects to have this Lease prior to the lien of its 
mortgage or deed of trust or prior to its ground lease, and gives notice of that to Tenant, this Lease shall be 
deemed prior to the mortgage, deed of trust, or ground lease, whether this Lease is dated prior or subsequent 
to the date of the mortgage, deed of trust, or ground lease, or the date of recording of it.  If any mortgage or 
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deed of trust to which this Lease is subordinate is foreclosed or a deed in lieu of foreclosure is given to the 
mortgagee or beneficiary, Tenant shall attorn to the purchaser at the foreclosure sale or to the grantee under 
the deed in lieu of foreclosure.  If any ground lease to which this Lease is subordinate is terminated, Tenant 
shall attorn to the ground landlord.  Tenant agrees to execute any documents, in form and substance 
reasonably acceptable to Tenant, required to for the subordination, to make this Lease prior to the lien of 
any mortgage or deed of trust or ground lease, or to evidence the attornment. 

35.2 If any mortgage or deed of trust to which this Lease is subordinate is foreclosed or a deed in lieu of 
foreclosure is given to the mortgagee or beneficiary, or if any ground lease to which this Lease is subordinate 
is terminated, this Lease shall not be barred, terminated, cut off, or foreclosed.  Neither shall the rights and 
possession of Tenant under this Lease be disturbed, if Tenant is not then in default in the payment of rent 
and other sums due under this Lease or otherwise in default under the terms of this Lease. 

36. Third-Party Rights.  This Lease has been made and is made solely for the benefit of the parties and their 
respective permitted successors and assigns.  Nothing in this Lease, express or implied, is intended to confer upon 
any individual or entity, other than the parties and their respective permitted successors and assigns, any rights or 
remedies, nor is anything in this Lease intended to relieve or discharge the obligation or liability of any third 
persons to any party to this Lease, nor shall any provision give any third persons any right of subrogation or action 
over or against any party to this Lease. 

37. Governing Law.  This Lease shall be governed by and construed in accordance with California law. 

38. Cooperation.  Each of the parties agrees to use reasonable and good faith efforts to take, or cause to be taken, all 
action to do, or cause to be done, and to assist and cooperate with any and all other parties in doing, all things 
necessary, proper or advisable to consummate and make effective, in the most expeditious manner practicable, the 
transactions contemplated by this Lease including signing, acknowledging, and delivering any instruments and 
documents as may be necessary, expedient, or proper, to carry out the intent and purpose of this Lease.  Each party 
agrees to exercise good faith and fair dealing in the performance of its obligations under this Lease. 

39. Drafting of Lease/Interpretation.  It is understood and agreed by the parties that this Lease has been arrived at 
through negotiation and deliberation by the parties, with each party having had the opportunity to review and 
revise this Lease and to discuss the terms and effect of this Lease with counsel of its choice.  Accordingly, any 
rule of law or legal decision that would require interpretation of any ambiguities in this Lease against the party 
that has drafted it is not applicable and is waived.  This Lease shall be construed as a whole and in accordance 
with its fair meaning.  The organization and format of this Lease (including the numbering of, or the captions, 
headings, or titles to, any sections or paragraphs of this Lease) are intended solely for convenience of reference 
and shall not be used to construe the scope, meaning, intent, or interpretation of any part of this Lease. 

40. Counterparts.  This Lease may be signed in any number of counterparts, each of which shall be deemed an 
original and all of which taken together shall constitute one and the same complete instrument.  The signature page 
of each counterpart may be detached from such counterpart and attached to a single document which shall for all 
purposes be treated as an original. 

41. Approval by SVMHS Board of Directors.  This Lease is contingent upon approval by the Salinas Valley 
Memorial Healthcare System’s Board of Directors.  Should this contingency not be satisfied or waived in writing 
by Lessee within thirty (30) days of Lease execution, either party may terminate this Lease. 

The parties have executed this Lease to be effective on the Effective Date first set forth above. 
 
TENANT       LANDLORD 
Salinas Valley Memorial Healthcare System,   CHM Leasing, 
A California local health care district    A California partnership 
 
 
By:               

Pete Delgado, President/CEO    James K. Hoffman, MD 
 
Date:        Date:      

Page 179 of 189



13 

EXHIBIT A 
 

Legal Description of the Premises 
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SUBLEASE AND SERVICES AGREEMENT 
 

(SVMC and Salinas Family Practice Medical Clinic) 
 

This Sublease and Services Agreement (“Agreement”) is made and entered into effective as of April 1, 2021 (“Effective 
Date”) by and between Salinas Valley Memorial Healthcare System, a California local health care district 
(“SVMHS”) operating as Salinas Valley Medical Clinic (“SVMC”), and Salinas Family Practice Medical Clinic, Inc., 
a California professional medical corporation, (“Group”). 

RECITALS 

A. SVMC provides multi-specialty medical services in multiple locations.  SVMC provides family medicine services 
at 1328 Natividad Road, Salinas, California (“SVMC Office”).  SVMC leases the SVMC Office (“Master Lease”) 
from CHM Leasing, a California partnership (“Master Landlord”). 

B. Group employs James K. Hoffman, M.D., (“Physician”) and desires to sublease office space, and obtain 
equipment and certain services, in order to establish a part-time clinic location (“Clinic”) within the SVMC Office. 

The parties agree as follows: 

1. Sublease and Services.  The parties agree that Group may operate the Clinic in the SVMC Office in accordance 
with the terms and conditions of this Agreement for up to two (2) days per week. The parties shall collaborate and 
agree  on the days and times that Group operates the Clinic. 

1.1 Office Space.  SVMC, subject to the written consent of Landlord set forth below in this Agreement, hereby 
subleases to Group a physician’s office, use of examination rooms, and access to common areas of SVMC 
Office (collectively, “Subleased Premises”). Group shall use the Subleased Premises solely for Clinic 
services. The physician’s office may be subject to occupancy only by Physician and no other physicians or 
assignees. Group shall not make any alterations or additions to the Subleased Premises without the prior 
written consent of SVMC. Repairs, maintenance, utilities and services shall be provided or arranged by 
SVMC at no cost to Group. SVMC shall maintain a policy or policies of insurance for the Subleased 
Premises in accordance with the Master Lease. SVMC shall be responsible for insuring the SVMC Office, 
providing utility services and payment of taxes, all of which shall be included in the compensation paid to 
SVMC under Section 2 below. 

1.2 Fixtures, Furniture and Equipment. 

1.2.1 SVMC shall furnish to Group certain medical equipment, office equipment, fixtures and furniture 
(“Equipment”) as may be reasonably necessary for the Clinic and the Subleased Premises, which 
shall be consistent with the equipment in other offices and examination rooms in the SVMC Office.  
Subject to its inspection of the Equipment, Group accepts the use of the Equipment, without 
representation from SVMC as to its fitness of purpose. 

1.2.2 SVMC shall maintain the Equipment in good repair, condition and working order, and provide 
preventive and routine maintenance as may be necessary and appropriate to maintain the Equipment 
in a proper state of repair and serviceability. SVMC, at its cost, shall insure the Equipment against 
loss, theft or damage, and public liability and property damage insurance covering the Equipment. 

1.2.3 The Equipment shall at all times be and remain the sole property of SVMC, and shall not be removed 
from the SVMC Office by Group at any time. 

1.2.4 SVMC shall pay fees, assessments, charges, sales, use, and other taxes imposed upon the purchase, 
delivery, ownership, leasing, possession, or use of the Equipment. The cost of all such fees and taxes 
shall be considered part of the compensation paid to SVMC under Section 2 below. 

1.3 Personnel.  SVMC shall provide non-physician personnel (“SVMC Personnel”) as reasonably necessary 
for Group to provide Clinic services in the Subleased Premises. The parties shall collaborate on the types 
and scheduling of the SVMC Personnel, who shall include the part-time services of a medical assistant, 
receptionist services, and other support staff. 
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1.3.1 SVMC shall be the sole employer of the SVMC Personnel, and shall (i) manage and supervise all 
SVMC Personnel providing non-clinical support services; and (ii) hire, discipline, and fire, as solely 
determined by SVMC, and (iii) determine the salaries, fringe benefits, bonuses, health and disability 
insurance, workers’ compensation insurance and any other benefits for all SVMC Personnel. 

1.3.2 Group shall supervise all clinical SVMC Personnel when they are providing clinical services under 
this Agreement. 

1.4 Support Services.  SVMC shall provide the following support services for the Clinic during the term of the 
Agreement: 

1.4.1 Maintenance/Utilities.  SVMC shall arrange and pay for all utilities necessary for the effective 
operation of the Clinic, including gas, electricity, water, telephone, trash and hazardous waste 
disposal and janitorial services. 

1.4.2 Supplies.  SVMC shall furnish certain supplies reasonably necessary for the operation of the Clinic. 
The parties shall collaborate as to their respective obligations to provide supplies for the Clinic. 

1.4.3 Medical Records.  All medical records for Clinic patients shall be maintained separately and 
secured from medical records of SVMC. Subject to the Business Associate Agreement attached as 
Exhibit A to this Agreement, SVMC shall assist Group with the maintenance of the Clinic medical 
records. Group is required to utilize SVMC’s Epic electronic medical record software provided 
under an Electronic Medical Record Technology Services Agreement between Group and SVMHS. 

1.4.4 Patient Registration.  SVMC shall assist Group with registration of all Clinic patients, using forms 
and documents provided by Group and identifying Group as the provider of all services rendered in 
the Clinic. 

1.4.5 Other Services.  SVMC shall provide other services as the parties may mutually agree from time 
to time as may be necessary for the Clinic. 

1.5 Practice Obligations.  SVMC and Group, and their respective physicians providing services in the SVMC 
Office and the Clinic, shall each be solely and exclusively in control of all aspects of their respective services 
for their respective patients. Neither party shall have nor exercise any control or discretion over the methods 
by which the other party shall practice medicine or provide services. 

1.6 Independent Parties.  In the performance of the work, duties and obligations devolving upon them under 
this Agreement, it is mutually understood and agreed that SVMC and Group are at all times acting and 
performing as independent contractors, and nothing in this Agreement is intended nor shall be construed to 
create between SVMC and Group/Physician an employer/employee or a joint venture relationship. 

1.7 Compliance with Laws.  Each party shall comply with all applicable federal, state and local laws, rules, 
regulations and restrictions in the conduct of their respective businesses located in the SVMC Office. The 
parties acknowledge that this Agreement does not contemplate, and is not made in consideration of, the 
referral of any business between them, their shareholders, employees, members or shareholders. Any 
decisions with regard to any referrals shall be made solely by physicians according to their independent 
professional judgment and in the best interests of their patient. 

2. Compensation.  In consideration of the Subleased Premises, Equipment, and services provided by SVMC under 
this Agreement, Group shall pay to SVMC the amount of Eleven Thousand Nine Hundred Ninety Dollars 
($11,990.00) per month. 

3. Billing and Collection.  Group shall be responsible for billing and collecting all claims for Clinic services. 

4. Patient Records.  All medical records for Clinic patients are the property of Group, subject to the terms of the 
Electronic Medical Record Technology Services Agreement between Group and SVMHS. SVMC shall have 
access to such records as necessary for the provision of services to Group, subject to applicable federal and state 
laws. The parties shall maintain and safeguard confidentiality of all records, charts and other information generated 
in connection with the professional medical services provided under this Agreement in accordance with applicable 
federal and state laws, and with the provisions of Exhibit A attached to and incorporated into this Agreement. 

Page 182 of 189



3 

5. Insurance.  During the term of this Agreement, each party shall maintain professional liability insurance for claims 
against them arising from the performance of their respective services in the SVMC Office, with limits of not less 
than One Million Dollars ($1,000,000) per claim and Three Million Dollars ($3,000,000) in the annual aggregate. 

6. Indemnification.  Provided it does not otherwise invalidate insurance coverage that would otherwise apply 
because of excluded contractual indemnity, each party shall indemnify and hold harmless the other party from any 
and all liability, loss, claim, lawsuit, injury, cost, damage or expense whatsoever (including reasonable attorneys’ 
fees and court costs) arising out of, incident to, or in any manner occasioned by, the performance or 
nonperformance of any duty or responsibility under this Agreement by such indemnifying party, or any of their 
employees, agents, or subcontractors. 

7. Term and Termination. 

7.1 Term.  Subject to Section 7.2, the term of this Agreement shall commence on the Effective Date and shall 
continue for a period of one (1) year. This Agreement shall automatically renew on each anniversary of the 
Effective Date for an additional one (1) year term, unless either party gives notice of non-renewal to the 
other party at least ninety (90) days prior to the expiration of the then-current term. 

7.2 Termination.  The parties may terminate this Agreement as follows: 

7.2.1 If either party commits a material breach of this Agreement, the other party shall provide written 
notice to the defaulting party specifying the nature of the breach. In the event such breach is not 
cured within thirty (30) days after service of the notice, this Agreement shall terminate at the election 
of the non-defaulting party upon the expiration of such 30-day period. 

7.2.2 Either party may terminate this Agreement with or without stating a cause or reason and without 
cost or penalty upon thirty (30) days’ prior written notice to the other party. 

7.3 Survival.  Sections 4 (Patient Records), 5 (Insurance), and 6 (Indemnification), and the parties’ accrued 
rights and obligations under this Agreement, shall survive termination of this Agreement. 

8. Assignment.  Neither party shall assign any of its rights or delegate any of its duties under this Agreement without 
the prior written consent of the other party.  Subject to the foregoing, this Agreement shall be binding on and shall 
inure to the benefit of the parties and their respective successors and assigns. 

9. Miscellaneous Provisions. 

9.1 Notices.  Any notice or other communication required or permitted under this Agreement shall be deemed 
to have been given if delivered personally to the party to whom directed or, if mailed, by registered or 
certified mail, postage and charges prepaid, addressed as set forth after each party’s signature below. Notice 
is deemed to be given when personally delivered or, if mailed, two (2) business days after the date of mailing. 

9.2 Governing Law.  This Agreement shall be governed by and construed in accordance with California law. 

9.3 Amendment.  This Agreement may be modified or amended only by mutual written agreement of the 
parties, dated and signed by the parties and attached to this Agreement. 

9.4 Validity.  If any clause or provision of this Agreement, or the application of any such clause or provision in 
a particular context or to a particular situation, circumstance or person, should be held unenforceable, invalid 
or in violation of law by any court or other tribunal, then the application of such clause or provision in 
contexts or to situations, circumstances or persons other than that in or to which it is held unenforceable, 
invalid or in violation of law shall not be affected thereby, and the remaining clauses and provisions hereof 
shall nevertheless remain in full force and effect. 

9.5 Headings.  The headings in this Agreement are inserted for convenience only and shall not affect the 
interpretation of this Agreement. 

9.6 Waiver.  No delay or failure to require performance of any provision of this Agreement shall constitute a 
waiver of that provision as to that or any other instance. Any waiver granted by a party must be in writing, 
and shall apply solely to the specific instance expressly stated. 
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9.7 Force Majeure.  Neither party shall be liable nor deemed to be in default for any delay or failure in 
performance under the Agreement or other interruption of service or employment deemed resulting, directly 
or indirectly, from Acts of God, civil or military authority, acts of public enemy, terrorism, bioterrorism, 
bomb threats, computer virus, epidemic, power outage, acts of war, accidents, fires, explosions, earthquakes, 
floods, failure of transportation, machinery or supplies, vandalism, strikes, or other work interruptions by 
either party’s employees or any similar or dissimilar cause beyond the reasonable control of either party.  
However, both parties shall make good faith efforts to perform under this Agreement in the event of any 
such circumstance. 

9.8 Counterparts.  This Agreement may be executed in one or more counterparts, each of which shall be 
deemed to be an original, but all of which together shall constitute one and the same instrument. 

9.9 Costs and Attorneys’ Fees.  In the event of any action to enforce this Agreement or for a default under this 
Agreement, the prevailing party shall be entitled to recover reasonable attorneys’ fees and costs. 

9.10 Third-Party Beneficiaries.  There are no beneficiaries of this agreement other than the parties named above. 

9.11 Entire Agreement.  This Agreement is the entire understanding and agreement of the Parties regarding its 
subject matter, and supersedes any prior oral or written agreements, representations, understandings or 
discussions between the parties. 

The parties have executed this Agreement effective as of the Effective Date first written above. 

SVMHS 
Salinas Valley Memorial Healthcare System 
450 E. Romie Lane 
Salinas, California 93901-4029 
 
 
 
By:        Date:      

Pete Delgado, President/CEO 
 
 
 
GROUP 
Salinas Family Practice Medical Clinic, Inc. 
1328 Natividad Road 
Salinas, CA 93906 
 
 
 
By:        Date:      

Douglas C. Cambier, President 
 
 
 
Master Landlord’s Consent to the Subleased Premises: 
CHM Leasing, a California partnership 
 
 
 
      
By: __________________ 
Its: __________________ 
_______________________ 
_______________________ 
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EXHIBIT A 
 

Business Associate Agreement 
 

This Business Associate Agreement is entered into by and between Salinas Valley Memorial Healthcare System 
(“Business Associate”) and Salinas Family Practice Medical Clinic, Inc.  (“Covered Entity”), which is a covered entity 
under the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”). The parties are entering into this 
agreement to assist the Covered Entity in complying with HIPAA, and to set forth Business Associate’s obligations 
under the Health Information Technology for Economic and Clinical Health Act of 2009 (“HITECH Act”), and 45 CFR 
Parts 160 and 164, Subpart C (“Security Rule”), Subpart D (“Data Breach Notification Rule”), and Subpart E (“Privacy 
Rule”) (collectively, “HIPAA Regulations”). Terms used in this Agreement have the meanings given them in the HIPAA 
Regulations.  This agreement applies to any protected health information Business Associate receives from Covered 
Entity, or creates,  receives or maintains on behalf of Covered Entity, under its Sublease and Services Agreement with 
Covered Entity, and any other agreement between it and Covered Entity (collectively the “Principal Agreements”). 
 

AGREEMENT

1. Business Associate may use and disclose 
Covered Entity’s protected health information to 
provide Covered Entity with the goods and services 
contemplated by the Principal Agreements.  Except as 
expressly provided below, this agreement does not 
authorize Business Associate to make any use or 
disclosure of protected health information that 
Covered Entity would not be permitted to make. 

2. Business Associate will: 

(a) Not use or further disclose Covered Entity’s 
protected health information except as permitted by 
the Principal Agreements or this Agreement, or as 
required by law; 

(b) Use appropriate safeguards, and comply, where 
applicable, with the HIPAA Security Rule with 
respect to electronic protected health information, to 
prevent use or disclosure of Covered Entity’s 
protected health information other than as provided 
for by the Principal Agreements or this Agreement; 

(c) Report to Covered Entity within two business 
days of discovery any use or disclosure of Covered 
Entity’s protected health information not provided for 
by the Principal Agreements or this Agreement of 
which it becomes aware, including breaches of 
unsecured protected health information as required by 
the Data Breach Notification Rule (45 CFR § 
164.410), and any security incident of which Business 
Associate becomes aware. 

(d) Mitigate, to the extent practicable, any harmful 
effect that is known to Business Associate of a use or 
disclosure of protected health information by 
Business Associate in violation of this Agreement or 
the HIPAA Regulations. 

(e) Ensure that any of Business Associate’s 
subcontractors that create, receive, maintain, or transmit 
protected health information on behalf of the Business 
Associate agree in writing to the same restrictions and 

conditions that apply to Business Associate with respect 
to such information, including compliance with the 
HIPAA Security Rule with respect to electronic 
protected health information; 

(f) Make any protected health information in a 
designated record set available to Covered Entity to 
enable Covered Entity to meet its obligation to provide 
access to the information in accordance with 45 CFR § 
164.524; 

(g) Make any protected health information in a 
designated record set available for amendment and 
incorporate any amendments to protected health 
information as directed by Covered Entity pursuant to 45 
CFR § 164.526; 

(h) Make available to Covered Entity the information 
concerning disclosures that Business Associate makes of 
Covered Entity’s protected health information required to 
enable Covered Entity to provide an accounting of 
disclosures in accordance with 45 CFR § 164.528; 

(i) To the extent that Business Associate carries out 
Covered Entity’s obligations under the Privacy Rule, 
comply with the requirements of the Privacy Rule that 
apply to Covered Entity in the performance of such 
obligations; 

(j) Make Business Associate’s internal practices, 
books, and records relating to Business Associate’s use 
and disclosure of protected health information received 
from Covered Entity, or created or received by Business 
Associate on behalf of Covered Entity, available to the 
Secretary of the United States Department of Health and 
Human Services for purposes of determining Covered 
Entity’s compliance with the HIPAA Regulations, and to 
the Covered Entity for purposes of determining Business 
Associate’s compliance with this Agreement; 

 

 

Page 185 of 189



 

 

(k) Limit its requests for and uses and disclosures 
of Covered Entity’s protected health information to 
the minimum necessary, and comply with any 
minimum necessary policies and procedures that 
covered entity provides to Business Associate; 

(l) Upon termination of the Principal Agreements, 
return or destroy all Covered Entity’s protected 
health information that Business Associate still 
maintains in any form and retain no copies of such 
information or, if return or destruction is not 
feasible, extend the protections of this agreement to 
that information and limit further use and disclosure 
to those purposes that make the return or destruction 
of the information infeasible.  

3. Business Associate may use Covered Entity’s 
protected health information for the management 
and administration of Business Associate’s company 
and to carry out Business Associate’s own legal 
responsibilities, and Business Associate may 
disclose the information for these purposes if 
Business Associate is required to do so by law, or if 
Business Associate obtains reasonable assurances 
from the recipient of the information (1) that it will 
be held confidentially, and used or further disclosed 
only as required by law or for the purpose for which 
it was disclosed to the recipient, and (2) that the 

recipient will notify Business Associate of any 
instances of which the recipient is aware in which 
the confidentiality of the information is breached. 

4. If Covered Entity determines that Business 
Associate has violated a material term of this 
agreement, and if Business Associate fails to cure 
such violation within ten (10) days of delivery of 
written notice thereof, Covered Entity may 
immediately terminate the Principal Agreements. 
This Agreement shall remain in effect as long as 
Business Associate maintains or has access to 
Covered Entity’s protected health information, 
regardless of the termination of the Principal 
Agreements.  

5. Each party to this Agreement shall defend, 
indemnify and hold the other harmless against any 
claim, cost or liability arising from the negligence or 
willful misconduct of the indemnifying party in 
connection with the performance of its obligations 
under this Agreement, or its breach of any provision 
of this Agreement. 

6. This Agreement shall be interpreted in 
accordance with HIPAA, the HITECH Act, and the 
regulations promulgated thereunder, as amended 
from time to time. 

 
 
Business Associate      Covered Entity 
Salinas Valley Memorial Healthcare System   Salinas Family Practice Medical Clinic, Inc. 
 
 
 
             
Signature       Signature 
 
Pete Delgado, President/CEO     Douglas C. Cambier, President 
 
 
 
             
Date        Date 
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Finance Committee Board Paper 

 
 
 
Agenda Item: Consider Recommendation for Board Approval of Epic Community Connect 

Project and Program Budget 
 
Executive Sponsor: Allen Radner, MD, Chief Medical Officer 

 Augustine Lopez, Chief Financial Officer 
 Clint Hoffman, Chief Administrative Officer, Physician Integration & Business Development 
 Audrey Parks, Chief Information Officer 
 Josh Rivera, Director Ambulatory Informatics 
 
Date: January 13, 2021 
 
 
Executive Summary 
 
 In April of 2020, Salinas Valley Medical Clinic (SVMC) and Taylor Farms Family Health & Wellness Center 
(TFFHWC) implemented Epic electronic medical record (EMR) software. Through this significant investment in a 
consolidated EMR system, we now have the ability to extend our EMR system to community practices affiliated 
with SVMHS. Our initial expansion of Epic will include thirty-four (34) providers in the following practices: Doctors 
on Duty, CSUMB Student Health Center, James Dacus, MD and James Hoffman, MD. 
 
 Adoption of Epic by these practices is made possible, in part, through a Stark Law exception and Anti-
Kickback Statute safe harbor that allows for hospitals and health systems to subsidize up to eighty-five (85%) of 
the costs of implementing an interoperable EMR system. This exception has been in place since 2006 and is 
currently scheduled to expire on December 31, 2021; however, historically there have been extensions of this 
exception when it has expired in the past, and we are hopeful it will continue. 
 
 In order to identify and allocate appropriate expenses related to our expansion of Epic and to ensure that 
community practices cover at least fifteen percent (15%) of the costs related to their use of Epic, SVMHS 
commissioned Impact Advisors to create a detailed budget and pricing model for our Epic Connect offering. The 
total project budget for these practices is four million one hundred sixty thousand two hundred sixty-five dollars 
($4,160,265) over five (5) years, inclusive of Epic software licensing fees, necessary third-party software licensing 
fees, hardware costs and incremental staffing for the project inclusive of training, implementation and ongoing 
support. Revenues related to the practice share of expenses for Epic, which include an up-front payment of six 
thousand three hundred seventy-two dollars ($6,372) and monthly payments of three hundred three dollars 
($303), is budgeted at seven hundred seventy-three thousand eight hundred twenty three dollars ($773,823) over 
five (5) years. 
 
Timeline/Review Process to Date: 
 

April 2020:         Epic Go-Live for SVMC and TFFWHC 
January 2021:    Epic Team Develops and Creates Epic Community Connect Cost Model with Impact Advisors 
January 2021:    Community Connect Project is presented to the SVMHS Board for approval 
April 2021:         James Hoffman, MD Go-live Date 
July 2021:          Doctors on Duty/CSUMB Student Health Center Go-live Date 
October 2021:  James Dacus, MD Go-live Date 

 
Meeting our Mission, Vision, Goals 
Strategic Plan Alignment: 
 
Implementation of the Epic Community Connect Project provides a unified platform for integrating the care of 
patients across our region.  This implementation will also provide significant enhancements to population health 
management capability, critical to our future financial success. 
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Pillar/Goal Alignment 
 

 Service         People       Quality       Finance       Growth       Community 
 
Financial/Quality/Safety/Regulatory Implications:  
 

 
 
 
Recommendation 
 
Consider Recommendation for Board Approval of Epic Community Connect Project and 
Program Budget of four million one hundred sixty thousand two hundred sixty-five dollars 
($4,160,265) over five (5) years 

Year 1 One-
Time

Annual
5-Year Total

5 Year Total
All Costs

Epic Software 459,361$    596,845$     1,056,207$  

Third Party Software 62,220$      201,018$     263,238$     

Interfaces and Data Conversion 15,455$      11,148$       26,603$       

Epic Hardware and Data Center 15,476$      1,675,637$  1,691,113$  

Implementation and Support Services 578,165$    11,246$       589,410$     

Training Costs 3,869$        -$                 3,869$         

Security and Privacy Monitoring -$                53,091$       53,091$       

Program Costs 250,318$    13,273$       263,591$     

5% Contingency 72,901$      140,240$     213,142$     

Total Net New Costs 1,457,765$ 2,702,499$  4,160,265$  

Provider Revenue 216,662$    557,161$     773,823$     

Incremental Cost Net of Provider Revenue 1,241,103$ 2,145,338$  3,386,442$  

SVMHS Share of DOD Costs 162,496$    417,871$     580,367$     

Total Incremental Expense to SVMHS 1,403,600$ 2,563,209$  3,966,809$  

SVMHS Community Connect
 5 Year Cost Model 

SVMHS Cost Summary
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ADJOURNMENT – THE FEBRUARY 2021  

FINANCE COMMITTEE MEETING  

IS SCHEDULED FOR MONDAY,  

FEBRUARY 22, 2021, AT 12:00 P.M.  

Page 189 of 189


	Notice
	01 25 21 Finance Notice.docx

	Agenda
	01 25 21 Finance Agenda.docx

	1.  Approval of Minutes from the Finance Committee Meeting of December 14, 2020
	12 14 20 Finance minutes.docx

	2.	Consider Recommendation for Board Approval of Change Order in Disaster Recovery Services from CloudWave as Sole Source Justification and Contract Award
	Change Order from CloudWave for Disaster Recovery Services

	3.	Informational Update Regarding Contract for Construction Management Services with Kitchell CEM Incorporated for the SVMHS Parking Garage Annex Design-Build Project and Make Ready Work Project 
	Construction Management Services with Kitchell

	4.	Review Balanced Scorecard – November 2020
	FY21 YTD November Balanced Scorecard for Finance Committee.pptx

	5.  Financial and Statistical Review
	Finance Committee - December 20 Finance Presentation.pptx
	December 2020 Summary Financials.pdf
	December 2020 Financial Statements.pdf
	December 2020 Budget Comparison.pdf
	December 2020 Statistics.pdf

	6.  Public Input
	Public Input.doc

	7.  Closed Session
	Closed Session.doc

	8.  Reconvene Open Session/Report on Closed Session 
	Reconvene Open Session.doc

	9.	Consider Recommendation for Board Approval of Project Budget and Lease Agreements for Development of 212 San Jose Street Suites 100 and 201 
	Board Paper - 212 San Jose Street Development
	MBEC Lease Agreement
	Monterey Bay GI Consultants Medical Group Lease Agreement 

	10.	Consider Recommendation for Board Approval of Agreements Necessary for the Transition of Salinas Family Practice Medical Clinic, Inc. to Salinas Valley Medical Clinic 
	Board Paper - Transition of Salinas Family Practice Medical Clinic, Inc.
	Clinic PSA - Mark Adame, MD
	Clinic PSA - Douglas Cambier, MD
	Agreement for Purchase & Sale of Assets
	Lease Agreement
	Sublease and Services Agreement

	11.	Consider Recommendation for Board approval of Epic Community Connect Project and Program Budget 
	Epic Community Connect Project

	12.  Adjournment
	Adjournment.doc


