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FILE NO. 231146 RESOLUTION NO.

[Agreement Amendment - McKesson Corporation - Group Purchasing Organization Purchase
of Pharmaceuticals - Not to Exceed $977,652,155]

Resolution approving Amendment No. 1 to the Group Purchasing Organization
pharmaceutical Agreement between McKesson Corporation and the Department of
Public Health (DPH), under Administrative Code, Chapter 21A.2, to increase the
Agreement sum by $596,269,164 for a not to exceed amount of $977,652,155; extend
the term by four years and five months from February 1, 2024, for a total term of
February 1, 2020, through June 30, 2028; and to authorize DPH to enter into
modifications of the Agreement that do not materially increase the City’s obligations or
liabilities and are necessary to effectuate the purposes of the Agreement or this

Resolution.

WHEREAS, The Department of Public Health (DPH) has an ongoing need to buy a
broad range of pharmaceuticals for use in the daily delivery of care to patients in various DPH
programs; and

WHEREAS, DPH procured the Agreement as authorized under Administrative Code,
Chapter 21A.2 (Membership in Group Purchasing Organizations); and

WHEREAS, Charter, Section 9.118, provides that contracts entered into by a
department requiring anticipated expenditures by the City of ten million dollars or the
modification or amendments to such contracts having an impact of more than $500,000 shall
be subject to approval of the San Francisco Board of Supervisors by Resolution; and

WHEREAS, The San Francisco Board of Supervisors approved the Agreement in an
amount not to exceed $381,382,991 by Resolution No. 123-20 (File No. 200012); and

WHEREAS, DPH wishes to amend the Agreement to extend the term by four years

and five months, from February 1, 2024, for a total term of February 1, 2020, through June 30,

Department of Public Health
BOARD OF SUPERVISORS Page 1
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2028, and increase the Agreement sum by $596,269,164, for a total not to exceed amount of
$977,652,155; now, therefore, be it

RESOLVED, That the San Francisco Board of Supervisors hereby authorizes the
Director of Health to execute Amendment No. 1 to the Agreement to extend the term by four
years and five months, from February 1, 2024, for a total term of February 1, 2020, through
June 30, 2028, and increase the Agreement sum by $596,269,164, for a total not to exceed
amount of $977,652,155; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes DPH to enter into
any amendments or modifications to the Agreement that the Department determines, in
consultation with the City Attorney, are in the best interests of the City, do not otherwise
materially increase the City’s obligations or liabilities, are necessary to effectuate the
purposes of the Agreement and this resolution, and are in compliance with all applicable laws;
and, be it

FURTHER RESOLVED, That within thirty (30) days of Amendment No. 1 being fully
executed by all parties, the Director of Health shall provide the final Amendment No. 1 to the

Clerk of the Board for inclusion into the official File No. 231146.

RECOMMENDED
/s/

Dr. Grant Colfax

Director of Health

Department of Public Health
BOARD OF SUPERVISORS Page 2



BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 6, 2023

Items 12 & 13 Department:
Files 23-1146 & 23-1147 Public Health (DPH)

Legislative Objectives

e File 23-1146 isa resolutionapprovingan amendmentto the agreement between McKesson
Corporation and the Department of Public Health (DPH) for the purchase of
pharmaceuticals, increasingthe not to exceed amount by $596,269,164 for a total amount
not to exceed $977,652,155 over an extended term of four years and five months beginning
February 1, 2024—for a total term from February 1, 2020 through June 30, 2028.

e File 23-1147 isa resolutionapprovingan amendmentto the agreement between McKesson
Plasma and Biologics, LLC—a subsidiary of McKesson—and DPH for the purchase of
specialty drugs increasing the not to exceed amount by $1,170,803,034 for a total amount
not to exceed $1,466,737,824 over an extended term of four years and five months
beginning February 1,2024—for a total term from February 1, 2020 through June 30, 2028.

Key Points

e A Group Purchasing Organization (GPO) is an entity that is created to enable member
organizations interested in buying similar products to combine their purchasing power for
the purpose of procuring discounts and to reduce administrative burden for large
organizations. DPH is a member of the Vizient GPO, which gives the Department access to
three pharmaceutical wholesale vendors—McKesson Corporation, Cardinal Health, and
AmerisourceBergen—enablingthe Department to procure discounts on pharmaceuticals.

e DPH selected McKesson to provide pharmaceutical products based on its ability to comply
with Administrative Code contracting requirements to do business with the City; pricing and
volume discounts; ability to deliver products ina timely manner; and reporting and analytics
capabilities. The Departmentsought a quote from Cardinal, which was not competitive, and
AmerisourceBergen was not responsive to their request for information.

Fiscal Impact

e The total cost of the proposed amendments is $1.8 billion over the 4.4-year extension
period. However, insurance reimbursements will likely reduce the net cost to the City to
roughly $88 million during the proposed extension. Net costs would be funded by the
General Fund.

e The contracts have annual inflation factors, 15 percent for McKesson and 44 percent for
McKesson Plasma and Biologics, as well as contingencies for new drugs, which appear
reasonable given the City’s recent spending and other analysis of drug market dynamics.

Recommendation

e Approve the proposed resolutions.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 6, 2023

MANDATE STATEMENT

City Charter Section 9.118(b) requires that the Board of Supervisors approve by resolution all City
agreements in excess of $10 million and/or that have a term of 10 years or more.

BACKGROUND

A Group Purchasing Organization (GPO) is an entity that is created to enable member
organizations interested in buying similar products to combine their purchasing power for the
purpose of procuring discounts on goods and services and to reduce the administrative burden
associated with the procurement process for large organizations. GPOs are found in various
industries, such as government and healthcare. In return, wholesale distributors gain increased
market share and access to decision-makers at customer organizations. The City first authorized
the Department of Public Health (DPH) to join a GPO in 1997. Originally, Administrative Code
Section 21A.2 only authorized DPH to be a member of the healthcare GPO known as University
HealthSystem Consortium (UHC),* which limited DPH’s ability to compare costs against other
GPOs in order to determine whether the Department was procuring healthcare goods and
services for the best value. In 2015, Section 21A.2 was amended to clarify that DPH could procure
information technology products and services through a number of GPOs. In 2020, the Board of
Supervisors approved an ordinance (File 19-1237) that amended Chapter 21A.2 of the
Administrative Code to enable DPH to join any healthcare GPO and continue its practice of
obtaining healthcare goods and services from GPO vendors without going through a competitive
solicitation. The Administrative Code also requires DPH to evaluate its GPO memberships every
five years beginningin 2025 and provide the Health Commission with an evaluation report no
later than January 31, 2025 in order to determine “which GPO memberships offer DPH the best
value.” DPH is a member of the Vizient GPO for the purposes of purchasing pharmaceuticals.

Selection of Vendor

As a result of DPH’s membership in the Vizient GPO, the Department has access to three
pharmaceutical wholesale vendors—McKesson Corporation, Cardinal Health, and
AmerisourceBergen Corporation. The DPH’s Chief Pharmacy Officer reported that a preliminary
analysis of the three pharmaceutical vendors indicated that McKesson would continue to provide
the best valuein terms of the followingfactors: (1) its ability to comply with Administrative Code
contracting requirements to do business with the City and County of San Francisco, (2) pricing
including volume-based discounts, (3) ability to deliver productsin a timely and accurate manner
given DPH’s substantial purchasing volume and distribution requirements, and (4) reportingand
analytics capabilities related to the use of drugs across DPH’s departmental units. The

1In 2015, the University HealthSystem Consortium merged with two other healthcare networks, VHA Inc. and
Novation, and later with MedAssets to form one of the nation’s largest healthcare GPOs —known as Vizient, of which
DPH is currently a member.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 6, 2023

Department reported that it sought a quote from Cardinal in 2022, prior to seeking an extension
of its contract with McKesson. Accordingto the Department, the Cardinal quote did not provide
additional savings, when taking into account the substantial operational cost to switch vendors.
The Department reported that the third vendor AmerisourceBergen was not responsive to their
request for information.

Current Agreements

In March 2020, the Board of Supervisors approved two agreements between DPH and McKesson
for pharmaceuticals (File 23-0012) and with McKesson Plasma and Biologics, LLC for
pharmaceutical products, biologics?, and specialty drugs (23-0013). Each agreement had a term
from February 1, 2020 through January 31, 2024 and a combined not-to-exceed amount of
$677,317,781.

The agreements allow DPH to purchase medications forall hospitaland clinical facilities operated
by the City.

‘ DETAILS OF PROPOSED LEGISLATION

File 23-1146: The proposed resolution would approve an amendmentto the agreement between
McKesson Corporation and DPH for the purchase of pharmaceuticals, increasing the not to
exceed amount by $596,269,164 for a total amount not to exceed $977,652,155 over an
extended term of four years and five months beginning February 1, 2024—for a total term from
February 1, 2020 through June 30, 2028.

Under the proposed agreement, DPH is required to purchase 90 percent of its pharmaceutical
supply from McKesson in order to receive discount pricing for bulk purchases. McKesson is a
wholesale distributor of pharmaceuticals, meaning that it obtains drugs from a number of
manufacturers and delivers them to DPH.

File 23-1147: The proposed resolution would approve an amendmentto the agreement between
McKesson Plasma and Biologics, LLC—a subsidiary of McKesson Corporation—and DPH for the
purchase of pharmaceutical products, biologics, and specialty drugs, increasing the not to exceed
amount by $1,170,803,034 for a total amount not to exceed $1,466,737,824 over an extended
term of four years and five months beginning February 1, 2024 —for a total term from February
1, 2020 through June 30, 2028.

Like the agreement with McKesson Corporation, DPH is required to purchase 90 percent of its
pharmaceutical products, biologics, and specialty drugs from McKesson in order to receive
discount pricing for bulk purchases.

2 Biologic drugs are drugs synthesized from organic sources (animals, plants, microorganisms) or made up of
components such as sugars, proteins, DNA, cells or tissues. Examples of biologics are (1) a long-acting form of human
insulin, (2) monoclonal antibodies used to treat rheumatoid arthritis and other auto-immune diseases, and (3)
monoclonal antibodies used to treat certain forms of cancer.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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The Department reports procuringabout 97 to 98 percent of its pharmaceuticals via McKesson.

Each agreement retains a holdover provision that allows the contract to continue for up to 12
months beyond the end date until a new drug purchasing agreement is in place.

‘ FISCAL IMPACT

As detailed below, the total cost of the proposed amendments is $1.8 billion over the 4.4-year
extension period. However, insurance reimbursements will likely reduce the net cost to the City
to roughly $88 million during that period.

Exhibit 1: Summary of Fiscal Impact

Current Proposed

(4 years) (4.4 years) Total
McKesson (File 23-1146) 381,382,991 596,269,164 977,652,155
McKesson Plasma and Biologics (File 23-1147) 295,934,790 1,170,803,034 1,466,737,824
Total 677,317,781 1,767,072,198 2,444,389,979
Avg. Spending per year 169,329,445 400,360,864 569,690,309
Assumed Insurance Reimbursement (95%)! 643,451,892 1,678,718,588 2,322,170,480
Net Cost to City 33,865,889 88,353,610 122,219,499

Source: DPH and BLA
! The assumed reimbursement of 95 percent is based on BLA review of cost recovery for outpatient non-acute
settings (see Cost Recovery section below), and the actual reimbursement rate may vary from this assumption.

Impact of Purchasing Agreement Discounts

The appendices to the respective agreements detail the discount valuesthat DPH receives based
on the volume of purchases, invoice payment schedules, rebates and discounts, and other cost
provisions; these discount values were redacted in the public documents. According to the City
Attorney’s Office, discount values in the respective purchasing agreements are considered
confidential because vendors are competing in the marketplace. While the specific financial
terms of the amended agreements are also redacted, our office has had an opportunity to
confidentially review the proposed financial terms.

Discount Monitoring

According to DPH’s Director of Supply Chain and Chief Pharmacy Officer, discounts that DPH
receives under the respective agreements are monitored by DPH via quarterly compliance
meetings. DPH Pharmacy staff also review purchases using an on-demand web interface system
to ensure that discounts are properly applied. The Chief Pharmacy Officer also reported that
inventory controls are in place to ensure that invoices match items and quantities received and
that items received are added to pharmacy inventory tracking systems.

Purchasing Agreement Budget

Exhibit 2 below shows the spendingplan for the proposed amendment with McKesson (File 23-
1146). According to DPH’s Chief Pharmacy Officer, the budget is based on recent historical

spendingand consideration of upcomingtreatment trends, such as payment for COVID vaccines,
SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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injectable HIV prevention, and gene therapy for hemophilia. The budget also includes an annual
inflation factor of 15 percent for all departmental units to account for anticipated drug cost
increases based on the average increase for pharmaceuticals that DPH has experienced in recent
years. (The initial agreement used an inflation factor of 11 percent.)

Exhibit 2: Proposed Budget for McKesson Amendment (File 23-1146)

FY 2023-24
(2/1/2024- FY 2024-25 FY 2025-26 FY 2026-27 FY 2027-28 Subtotal
6/30/2024)
SF General
Hospital $13,581,842 $36,725,300 $42,234,095 $48,569,209 $55,854,590 | $196,965,036
Laguna
Honda
Hospital 8,305,941 22,459,265 25,828,154 29,702,377 34,157,733 | 120,453,470
Jail Health
Services 2,127,285 5,752,179 6,615,005 7,607,255 8,748,343 30,850,067
Primary Care 1,372,953 3,712,465 4,269,334 4,909,734 5,646,194 | 19,910,680
Community
Behavioral
Health 4,862,498 13,148,194 15,120,423 17,388,486 19,996,758 70,516,359
Public Health
Division 419,406 1,134,074 1,304,185 1,499,812 1,724,783 6,082,260
Subtotal $30,669,925 $82,931,477 $95,371,196 $109,676,873 $126,128401 | $444,777.872
Current Agreement (annual budgeted amounts) $234,564,860
Pharmaceutical Innovation Initiatives (2/1/2020-6/30/2028)* $64,443,706
Subtotal of All Pharmaceuticals $743,786,438
Taxes? $150,000
Contingency (12%) 588,668,056
Subtotal $832,604,494
Holdover Amount? $145,047,661
Guaranteed Maximum Cost $977,652,155
Source: DPH

LEmerging specialty drugs are expected to be available over the course of the agreement term. However, because
the final drug costs are unknown at this time, the values are not budgeted on an annual basis.

2 Only over-the-counter drugs are taxable.

3 Aholdoveramountto enable continuation of theagreement for upto 12 months after it expires onJune 30,2028 —
from July 1, 2028 to June 30, 2029—is calculated based on the last 12 months of the agreement ($126,128,401) plus
a 15 percent inflation factor. This would enable 12 months of access to pharmaceutical purchases in the event that
DPH seeks to switch to a different vendor or enters into protracted contract negotiations, according to the
Department.

As shown in Exhibit 2 above, the spending plan for the proposed amended agreement with
McKesson shows the annual breakdown of $444.8 million in spending expected across six DPH
divisions through June 2028. In addition, the spending planincludes a total of $64.4 million—an
addition of $30,047,751 over the prior amount of $34,395,955—for “specialty” drugs that are
expected to be available duringthe agreement term, but for which annual spendingamounts are
unknown at this time. In addition, the spending plan has a 12 percent contingency of $88.7 million
as well as a “Holdover Amount” of $145.0 million to allow the agreement to extend one year
beyond the agreement end date of June 30, 2028. Thisamountis based on the expected spending

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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in the final 12 months of the agreement ($126,128,401) escalated by 15 percent. Section 2.2 of
the agreement allows the contract to extend in holdover status for up to 12 months beyond the
end of the term.

Exhibit 3 below shows the spending plan forthe agreement with McKesson Plasma and Biologics
forspecialtyand gene therapy drugs. The budget includes anannualinflation factor of 44 percent
to reflect the escalating cost of specialty and gene therapy drugs. (Theinitial agreement used an
inflation factor of 40 percent.)

Exhibit 3: Proposed Budget for McKesson Plasma and Biologics, LLC (File 23-1147)

FY 2023-24

(2/1/2024- FY 2024-25 FY 2025-26 FY 2026-27 FY 2027-28 Subtotal

6/30/2024)
Specialty /
'(I?::reapy $27,988,800 $95,161,920 $137,033,164 $197,327,756 $284,151,968 $741,663,608
Drugs
Current Agreement (annual budgeted amounts) $148,947,200
Specialty Drugs / Gene Therapy Innovation Initiatives? $53,691,688
Contingency (12%) $113,256,495
Subtotal $1,057,558,991
Holdover Amount? $409,178,833
Guaranteed Maximum Cost $1,466,737,824

Source: DPH

!Emerging specialty drugs are expected to be available over the course of the agreement term. However, because
the final drug costs are unknown at this time, the values are not budgeted on an annual basis.

2 Aholdoveramounttoenable continuation oftheagreement for up to 12 months after it expires on June 30,2028 —
from July 1, 2028 to June 30, 2029—is calculated based on the last 12 months of the agreement ($284,151,968) plus
a 44 percent inflation factor. This would enable 12 months of access to pharmaceutical purchases in the event that
DPH seeks to switch to a different vendor or enters into protracted contract negotiations, according to the
Department.

As with the spending plan for the McKesson agreementin Exhibit 2, the spendingplanin Exhibit
3 includes $53.7 million for “specialty” drugs that are expected to be available during the
agreement term, but for which annual spendingamountsare unknown at this time. In addition,
the spending plan hasa 12 percent contingency of $113.3 million as well as a “Holdover Amount”
of $409.2 million to allow the agreement to extend one year beyond the agreement end date of
June 30, 2028. This amount is based on the expected spending for the final 12 months of the
agreement ($284,151,968) escalated by 44 percent. Section 2.2 of the agreement allows the
contract to extend in holdover status for up to 12 months beyond the end of the term.

Expenditures

The Department provided the total actual expenditures for the initial contract term through FY
2022-23, which shows expenditures increasing by 25 percent in FY 2021-22 and in FY 2022-23
over the prior year, suggesting that the annual inflation factors used for the amended
agreements—15 percent for McKesson and 44 percent for McKesson Plasma and Biologics—are
reasonable. The annual increases reflect overall cost growth of 53 percent from FY 2019-20
through FY 2022-23.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Drug Price Increases

According to a September 2022 Issue Brief from the U.S. Department of Health and Human
Services Office of Health Policy, the average list price for pharmaceuticalsincreased 7.8 to 10
percent, on average, between 2016 and 2022, however 1,200 drugs had cost increases of 31.6
percent on average between 2021 and 2022.

As noted above, the agreements with McKesson and McKesson Plasma and Biologics build in
annual costincreases of 15 percent and 44 percent, respectively. The DPH Chief Pharmacy Officer
reported thatadvancesin the treatment of certain conditions, such as HIV/AIDS, rheumatologic
conditions, cancer, and hepatitis, are leading to rapidly growing costs for these specialty drugs.
Some examples of rare high-cost drugs include a novel oncology therapy known as Car T-cell,
which costs from $500,000 to S1 million per patient, and gene therapy for hemophilia,a genetic
disorder. In recent years, two gene therapy medications for hemophilia became available for $2.9
to $3.2 million per dose, accordingto the Department. The DPH reports that these specialty drugs
represent 2 percent of overall drug purchases, but 50 percent of drug expenditures.

Other drugs are more commonly prescribed, yet still expensive. For example, the Department
reported that the HIV pre-exposure prophylaxis drug Apretude costs $29,000 per patient
annually, a drug for treating substance use disorder costs $21,000 annually (51,800 monthly),
and injectable antipsychotic drugs may cost up to $36,000 per year (53,000 per month).

Cost Recovery

Costs for theamended agreement will be partially offset from health insurance payors, including
Medi-Cal, Medicare, and privateinsurance. The Department reportedthe following patient mix:
60 percent Medi-Cal, 30 percent Medicare, 7 percent uninsured, and 3 percent private
insurance.® Uninsured patients may benefit from patient assistance programs in which
pharmaceuticals are provided for free by the manufacturer, according to DPH. The Department
provided our office with an analysis of its pharmaceutical cost recovery for outpatient non-acute
settings from FY 2019-20 through FY 2022-23, which indicates that the majority of
pharmaceutical costs in this setting are reimbursed by payors, ranging from 85 percent to as
much as 98.7 percent. The Department reported that it is unable to provide the same
reimbursement datafor acute care and other clinical settings, which comprise approximately half
of all pharmaceutical expenditures, due to bundled billing that precludes the ability to isolate
pharmaceutical reimbursement. Assuming a 95 percent insurance reimbursement rate, the net
cost to the City from these agreements would be approximately $88 million during the extension
term. Net costs would be funded by the General Fund.

3 According to DPH, the expansion of Medi-Cal beginning January 2024 will likely cause the percentage of
uninsured patients to decrease and the percentage of Medi-Cal-insured patients to increase, yielding greater cost
recovery.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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‘ RECOMMENDATION

Approve the proposed resolutions.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Contract Amend ments

SFBOS Budget & Finance Commlttee

December 6, 2023
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DavidSmith PharmD

Chlef Pharmacy Officer —




Overview

Two proposed contract amendments over 4.5 years:
1. McKesson Plasma and Biologics for $1.466B
2. McKesson Pharma for $977M

Goals of proposed contract amendments:
1. Improving quality & experience of care
2. Improving the health of populations and patients

3. Reducing expenses related to medications

2019-23 e Holdover

+ Contingency/Initiative

Contract Proposed Budget

TOTALS

Budget Authority Authority

Plasma/Biologics S149M S742M S409+ S166M

Pharma $235M $445M $145M + $152M

$1.466B

S997M



How This Serves San Franciscans

This is how DPH obtains medications for ALL those we serve in
SFDPH, includes San Francisco Health Network patients as well as
community-based events:

e COVID and MPX response in community

Prevent and treat HIV and HepC across the city

Zuckerberg San Francisco General — cancer, surgery, critically ill
Laguna Honda Hospital

Behavioral Health System — Substance Use Disorder, Mental Health
Primary & Specialty Care

Jail Health System



SF Health Network Patients

S

Marina

R

Viestern Addibon/Ja

Inner Richmond 3138
1842

Outer Richmond

3007 Hayes Valley/

Haght-Ashbery
2,359

Castrov
Sunset 1
3654

Twin Peaks- _‘_gmgﬁ;ssmﬁemal Heights
1.407

13750

ParksdeForest Ml .
> an

St Francis WoodMiraloma/West Port
697

Bayview-Hurlers Pant
isitacion Valey/Sunnydale 13918

Lake Mercad 9919

2,733

ingeiside-Excelsiorn'Crocker-Amazon
15512

Over 125,000

Enrolled




Medications at SFDPH

In the past 12 months:

e 269,000 anti-retroviral pills were purchased to treat/prevent HIV
* Approximately 680 patients from Ward 86 had medication filled monthly
e Last year, over 2,000 pills purchased to help cure Hepatitis C
* Prepared over 62,500 IV medications at ZSFG
* Dispensing over 10,000 doses per day for LHH residents
* 1,393 prescriptions dispensed for COVID and MPX treatment from
ZSFG Outpatient pharmacy

Across all sites, DPH purchased ~20 million pills, packets, tubes, or vials



McKesson's Role

* McKesson is a wholesale distributor
* Single, efficient place to procure >95% of all medications for DPH
* They do not determine or negotiate medication prices

* Allows us to be reliable, nimble, and responsive when we need to be
* Drug shortages, emergency responses of all types

One of the largest distributors in U.S (over 5,000
hospitals), delivering 1/3 of all medications in North America



Why is a Distributor Needed?

e Distributors are the industry standard, ubiquitous and essential part of
healthcare systems

* Distributors streamline the procurement process

* Efficiency - saves staff time at every steps in supply chain
* Provide greater access and more flexibility

e Supports the City to maintain industry standards for medication
procurement in healthcare



Key Points

* BOS previously approved these contracts with McKesson in FY 19/20. This
request is for extension for additional 4.5 years.

* While the proposed overall contract authority is large, the actual spending is
approved by the BOS during annual budget process

* Proposed contract amendments ensure sufficient budget
authority to respond to unforeseen circumstances, rapid increase in prices

 COVID pandemic, MPX
* New, novel treatments that may cost >S3 M/dose
* High-cost Specialty medications

 What has changed in these amendments: Better terms for City

* SFDPH receives reimbursements from insurance for medications



Cost-Effective Methods for Purchasing Medications

Methods
e Using discounts via DPH’s Group Purchasing Organization

* For those without insurance, using drug manufacturers’ Patient Assistance
Program to pay for high-cost medications insurance

* Governor Newsom’s State Pharmaceutical Purchasing program

* 340b Federal Drug Discount Program

In addition, McKesson provides mark down on drug cost
 McKesson uses their bulk purchasing and agreements to pass on discounts to DPH

» We pay less using a distributor

What we pay McKesson = cost of medications = cost of contract



Being Good Fiscal Stewards

Recouping Costs with Revenue:

spend vs Revenue in Outpatient Setting * Increasing costs of medications is a

national challenge

$60

Millions

$50

240 * DPH receives reimbursement
$30 from insurance (Medicare, Medi-
$20 Cal) for medications

$10

e Revenue helps DPH minimize use of
19-20 20-21 21-22 22-23 General Fund

—e—DPH Non-acute spend —e—DPH Non-acute revenue

Acute care: not possible to parse out medication from non-medication reimbursement



Performance Monitoring

Methods to monitor:
* DPH reviews pricing and information for all medications
* Quarterly compliance meetings
* On-demand reporting via web interface

McKesson has been a strong partner:
 Vital for navigating national medication-shortages, minimizing effect on our patients

* Support us to find lower costs — e.g., Governor Newsom State
Pharmaceutical Program



Proposed Contract Amendments

* DPH agrees with BLA recommendations

 DPH requests approval of proposed resolutions

Thank you!
Any questions?



DocuSign Envelope ID: 5194406C-340D-4EEE-8704-C5864BADFB7B

City and County of San Francisco
Office of Contract Administration
Purchasing Division

First Amendment

THISAMENDMENT (this“Amendment”) is made as of February 1, 2024, in San Francisco,
California, by and between M cK esson Cor poration (“Distributor”), and the City and County of
San Francisco, amunicipa corporation (“ City”), acting by and through its Director of the Office
of Contract Administration.

Recitals
WHEREAS, City and Distributor have entered into the Agreement (as defined below); and

WHEREAS, City and Distributor desire to modify the Agreement on the terms and conditions
set forth herein to extend the performance period and increase the contract amount; and

WHEREAS, this Agreement was procured as required by San Francisco Administrative Code
Chapter 21A.2, including the requirement that the City buy ninety percent (90%) of its
pharmaceutical supply from Distributor in order to obtain Prime Vendor pricing from
Distributor; and

WHEREAS, this Contract is deemed exempt from Chapter 14B of the San Francisco
Administrative Code and thereisno Local Business Entity (“LBE”) subcontracting participation
requirement for this Agreement; and

WHEREAS, the City’s Department of Public Health Board of Supervisors approved the Original
Agreement by Resolution No. 123-20 (File No. 200012) on March 24, 2020 (attached).

WHEREAS, the City’ s Board of Supervisors approved this First Amendment to the Agreement by
Resolution No. on

NOW, THEREFORE, Distributor and the City agree as follows:
Articlel Definitions
The following definitions shall apply to this Amendment:

1.1  Agreement. Theterm“Agreement” shall mean the Agreement dated February 1, 2020
between Distributor and City.

1.2  Other Terms. Terms used and not defined in this Amendment shall have the meanings
assigned to such terms in the Agreement.

Article2 M odifications of Scope to the Agreement
The Agreement is hereby modified as follows:

21  Article2 Term of Agreement. Section 2.1 Term of the Agreement currently reads as
follows:

The term of this Agreement shall commence on February 1, 2020 and expire on January
31, 2024, so long Distributor has a GPO Base Agreement in place, unless earlier terminated as
otherwise provided herein. Both Parties understand and agree that within one year in advance of
the expiration date, the City must commence its process to renew and/or replace this Agreement.

GPO Contract # DPMCK
McKesson Corporation February 1, 2024
P-650 (1-22; Distribution Agreement) 1 Contract | D# 1000013809
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In the event that such renewal is not completed before the expiration of the Term, the Holdover
Extension of Section 2.2 will apply.

Such section is hereby amended in its entirety to read as follows:

The term of this Agreement shall commence on February 1, 2020, and expire on June 30,
2028, so long Distributor has a GPO Base Agreement in place, unless earlier terminated as
otherwise provided herein. Both Parties understand and agree that within one year in advance of
the expiration date, the City must commence its process to renew and/or replace this Agreement.
In the event that such renewal is not completed before the expiration of the Term, the Holdover
Extension of Section 2.2 will apply.

2.2 Section 3.4 Guaranteed M aximum Price. Section 3.4 Guaranteed M aximum Price of
the Agreement currently reads as follows:

Section 3.4 Guaranteed Maximum Price.

Distributor shall provide an invoice to the City on amonthly basis for Services completed
in the immediate preceding month, unless adifferent schedule is set out in Appendix B,
"Calculation of Charges." Compensation shall be made for Servicesidentified in the invoice that
the Director of Health, in his or her sole discretion, concludes has been satisfactorily performed
in material conformance with the requirements set forth in this Agreement. Payment shall be
made in conformance with Appendix A, Attachment 3, unless the City notifies the Distributor
that a dispute as to the invoice exists in accordance with Section 11.6.1. In no event shall the
amount of this Agreement exceed THREE HUNDRED EIGHTY ONE MILLION THREE
HUNDRED EIGHTY TWO THOUSAND NINE HUNDRED NINETY ONE ($381,382,991).

The breakdown of charges associated with this Agreement appears in Appendix B, “ Calculation
of Charges,” attached hereto and incorporated by reference as though fully set forth herein.
Contested Amounts shall be resolved pursuant Section 11.6 (Dispute Resolution). Late payment
charges, if applicable, shall be resolved pursuant to Appendix A, Attachment 3, of the
Agreement in accordance with to the Base Agreement terms, and may be paid from budgeted
contingency funds as appropriate.

Such section is hereby amended in its entirety to read as follows.
Section 3.4 Guaranteed Maximum Price.

Distributor shall provide an invoice to the City on amonthly basis for Services completed
in the immediate preceding month, unless adifferent schedule is set out in Appendix B,
"Calculation of Charges." Compensation shall be made for Services identified in the invoice that
the Director of Health, in his or her sole discretion, concludes has been satisfactorily performed
in material conformance with the requirements set forth in this Agreement. Payment shall be
made in conformance with Appendix A, Attachment 3, unless the City notifies the Distributor
that a dispute as to the invoice exists in accordance with Section 11.6.1. In no event shall the
amount of this Agreement exceed NINE HUNDRED SEVENTY SEVEN MILLION SIX
HUNDRED FIFTY TWO THOUSAND ONE HUNDRED FIFTY FIVE ($977,652,155). The
breakdown of charges associated with this Agreement appears in Appendix B, “Calculation of
Charges,” attached hereto and incorporated by reference as though fully set forth herein.
Contested Amounts shall be resolved pursuant Section 11.6 (Dispute Resolution). Late payment
charges, if applicable, shall be resolved pursuant to Appendix A, Attachment 3, of the
Agreement in accordance with to the Base Agreement terms, and may be paid from budgeted
contingency funds as appropriate.

GPO Contract # DPMCK
McKesson Corporation February 1, 2024
P-650 (1-22; Distribution Agreement) 2 Contract | D# 1000013809
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2.3  Appendix A. Appendix A is hereby replaced in its entirety by Appendix A dated October
2, 2023, and attached to this Amendment and fully incorporated within the Agreement. To the
extent the Agreement refers to Appendix A in any place, the true meaning shall be Appendix A,
which isa correct and updated version.

24  Attachment 1to Appendix B-1. Attachment 1 to Appendix B-1 dated October 2, 2023 is
hereby attached to this Amendment and fully incorporated within the Agreement.

25  Recognize attached Revision to Program Budget Form approved on September 30, 2020.
2.6  Attach Resolution No. 123-20 (File No. 200012) dated March 24, 2020.
Article3 Updates of Standard Termsto the Agreement (Reserved)

The following provisions are hereby added to Article 10 of the Agreement and incorporated
herein by reference:

10.20 Consideration of Salary History. Contractor shall comply with San Francisco
Administrative Code Chapter 12K, the Consideration of Salary History Ordinance or “Pay Parity
Act.” Contractor is prohibited from considering current or past salary of an applicant in
determining whether to hire the applicant or what salary to offer the applicant to the extent that
such applicant is applying for employment to be performed on this Agreement or in furtherance
of this Agreement, and whose application, in whole or part, will be solicited, received, processed
or considered, whether or not through an interview, in the City or on City property. The
ordinance aso prohibits employers from (1) asking such applicants about their current or past
salary or (2) disclosing a current or former employee’ s salary history without that employee’s
authorization unless the salary history is publicly available. Contractor is subject to the
enforcement and penalty provisionsin Chapter 12K. Information about and the text of Chapter
12K is available on the web at https://sfgov.org/ol se/consideration-salary-history. Contractor is
required to comply with al of the applicable provisions of 12K, irrespective of the listing of
obligations in this Section.

10.21 Protection of Private Infor mation. If this Agreement requires City to disclose
“Private Information” to Contractor within the meaning of San Francisco Administrative Code
Chapter 12M, Contractor and subcontractor shall use such information only in accordance with
the restrictions stated in Chapter 12M and in this Agreement and only as necessary in performing
the Services. Contractor is subject to the enforcement and penalty provisions in Chapter 12M.

10.22 Disposition of Confidential Information. Upon request of City or termination or
expiration of this Agreement, and pursuant to any document retention period required by this
Agreement, Contractor shall promptly, but in no event later than thirty (30) calendar days, return
all data given to or collected by Contractor on City’s behalf, which includes all original media.
Once Contractor has received written confirmation from City that City’s Data has been
successfully transferred to City, Contractor shall within ten (10) business days clear or purge all
City Datafrom its servers, any hosted environment Contractor has used in performance of this
Agreement, including its subcontractors environment(s), work stations that were used to process
the data or for production of the data, and any other work files stored by Contractor in whatever
medium. Contractor shall provide City with written certification that such purge occurred within
five (5) business days of the purge. Secure disposal shall be accomplished by “clearing,”
“purging” or “physical destruction,” in accordance with National Institute of Standards and
Technology (NIST) Specia Publication 800-88 or most current industry standard.

GPO Contract # DPMCK
McKesson Corporation February 1, 2024
P-650 (1-22; Distribution Agreement) 3 Contract | D# 1000013809
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Article4 Effective Date
Each of the modifications set forth in Articles 2 and 3 shall be effective on and after February 1,
2024

Article5 L egal Effect

Except as expressly modified by this Amendment, all of the terms and conditions of the
Agreement shall remain unchanged and in full force and effect.

GPO Contract # DPMCK
McKesson Corporation
P-650 (1-22; Distribution Agreement) 4

February 1, 2024
Contract | D# 1000013809



DocuSign Envelope ID: 5194406C-340D-4EEE-8704-C5864BADFB7B

IN WITNESS WHEREOF, Distributor and City have executed this Amendment as of the date
first referenced above.

CITY DISTRIBUTOR
Recommended by: M cK esson Corporation
DocuSigned by:
Swﬁ‘ Mmt,
76442F566FD0426... 10/30/2023
Grant Colfax, MD Scott Kemme President, McKesson Health Systems
Director of Health PO Box 936279
Atlanta GA 31193

Department of Public Health
City Supplier Number: 0000015454
Approved asto Form:

David Chiu
City Attorney David E. Smith

By:
Louise S. Simpson
Deputy City Attorney
GPO Contract # DPMCK
February 1, 2024
Contract | D# 1000013809

McKesson Corporation
P-650 (1-22; Distribution Agreement)
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

APPENDIX A TO THE P-250 - SUPPLY AGREEMENT
For Pharmacy Distribution Services
1. PRIME VENDOR COMMITMENTS:

a. PrimeVendor for Wholesale Phar maceuticals. Throughout the Agreement Term, in order to
receive the Member Markup, City must not order less than ninety percent (90%) of all dollars
spent on Products by using Distributor as its Prime Vendor for the purchase of such Products
normally purchased through wholesale pharmaceutical distributors.

b. Prime Vendor for Non-Injectable Generic Products: In addition, as a further and separate
condition to a Customer’s access to the terms and pricing of this Agreement, Customer must
purchase not less than ninety percent (90%) of Customer's requirements of Non-Injectable
Generic Products through the Enhanced Vizient OneStop Products or Pathway OneStop Products
portfolio (as such termisdefined in Exhibit K to the Base Agreement) available from Distributor
as its prime vendor for the purchase of such products normally purchased through wholesale
pharmaceutical distributors (“OneStop Prime Vendor”); provided, however, that to the extent that
Distributor is unable to supply such products, those purchases shall be excluded from the ninety
percent (90%) calculation. Customer’s compliance with the ninety percent (90%) OneStop Prime
Vendor commitment of this paragraph will be measured during each quarter during the Term,
beginning on the Agreement Effective Date. Upon request by Distributor, Customer shall make
internal documentation denoting total purchase dollars available to Distributor for audit in order
to verify compliance with the OneStop Prime Vendor commitment set forth above. If Distributor
believes that a Customer is not using Distributor as the OneStop Prime Vendor, then (1)
Distributor shall provide evidence supporting such belief to Customer; (2) Distributor and
Customer shall promptly meet to discuss in good faith such Customer’s continued participation
under this Agreement, and (3) Distributor may discontinue the Customer’s ability to purchase
from the Enhanced Vizient OneStop Products or Pathway OneStop Products portfolio pursuant
to this Agreement.

Citys compliance with the ninety percent (90%) Non-Injectable Generics Prime Vendor
commitment of this paragraph will be measured during each quarter during the Term, beginning
on the Agreement Effective Date. Upon request by Distributor, City shal make internal
documentation denoting total purchase dollars available to Distributor for audit in order to verify
compliance with the Non-Injectable Generics Prime Vendor commitment set forth above. If
Distributor believes that City is not using Distributor as the Non-Injectable Generics Prime
Vendor, then (1) Distributor shall provide evidence supporting such belief to City; (2) Distributor
and City shall promptly meet to discuss in good faith City’s continued participation under this
Agreement, and (3) Distributor may discontinue the City’s ability to purchase from the Non-
Injectable Generics Products at the pricing set forthinin this Agreement. Distributor will provide
City with aminimum of thirty (30) dayswritten notice. The Parties shall work together to identify
the cause of City’s noncompliance.

2. AuToMATIC ALTERNATE ||

City and County of San Francisco — Supply Agreement
MHS 10.2.2023
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

3. COST REPORTING:

City will comply with all laws, including reporting or reflecting discounts, rebates and other price
reductions pursuant to 42 U.S.C. 81320a-7b(b)(3)(A) on cost reports or claims submitted to federal or state
healthcare programs, retaining invoices and related pricing documentation and making them available on
regquest to healthcare program representatives. Thus, City or any Fecility, if applicable, will accurately
report, under any state or federal program which provides cost or charge based reimbursements for the
Products and services covered by this Agreement, the net cost actually paid by City or any Facility.
Distributor will comply with al laws, including requirements under 42 U.S.C. §1320a-7b(b)(3)(A) to (i)
disclose on invoices or statements the amount of all discounts, rebates and other price reductions on
Products purchased hereunder, and (ii) provide City with notice of City’s obligationsto report and disclose
such discounts, rebates and other price reductions. City and any Facility, if applicable, will each accurately
report pricing, together with any reductionsin price, in connection with any federal or state pricing survey
(e.g., National Average Drug Acquisition Cost Survey).

4. CHANGE IN MEMBER STATUS:

Distributor understands and agrees that if during the Term of this Agreement the City’s status as a GPO
member changes, any change to the terms of this Agreement will require as appropriate a new agreement
or a Forma Amendment pursuant to Section 3.3.1 of the Agreement.

5. OWN USE:

City and Facilities represent and warrant that (i) prescription Products being purchased for dispensing or
administration to patients pursuant to a legitimate prescription, and (ii) any subsequent resale by City or any
Facility will bein compliance with applicable law and to alicensed healthcare provider for its dispensing or
administration to patients pursuant to alegitimate prescription. City and Facilities shall defend, indemnify
and hold Distributor harmless from any and all liability arising out of or due to nonadherence with such
representation and warranty.

City and County of San Francisco — Supply Agreement
MHS 10.2.2023
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

ATTACHMENT 1-LIST OF CITY FACILITIES

UNDER PUBLIC RECORDS LAWS

Thefollowing list may be updated quarterly by informal agreement pursuant to Section 3.3.2:

Number of
Scheduled
Deliveries per
GPO City ID | Facility Name Address Week
SAN FRANCISCO 1001 POTRERO AVE RM1P2
40169 GH PHCY PUR SAN FRANCISCO, CA 94110 6
SFGH SFCC TOM
WADDELL PUR 1001 POTRERO AVE. RM 1P2
40170 SAN FRANCISCO CA 94110 6
LAGUNA HONDA 375 LAGUNA HONDA BLVD
40172 HOSPITAL SAN FRANCISCO, CA 94116 5
CBHS PHARMACY
40174 SERVICES 1380 HOWARD ST, STE 130
SAN FRANCISCO CA 5
SFCOUNTY JAIL 425 7TH STREET
40175 #38 PHCY SAN FRANCISCO, CA 94103 5
SFCITY JAIL #7 1 MORELAND DRIVE
40176 PHCY SAN BRUNO, CA 94066 5
SFDPH/ADULT 101 GROVE STREET ROOM 102
103230 IMCL/STIER SAN FRANCISCO, CA 94102 5
WALG/03185/SFCCC | 825 MARKET STREET
40170 PHS SAN FRANCISCO CA 94103 5
WALG/03711/SF 1189 POTRERO AVE
853297 GEN HOS PHS SAN FRANCISCO CA 94110 5
WALG/03711/SFCCC | 1201 TARVAL
853429 PHS SAN FRANCISCO CA 94116 5
WAL G/13666/SF 1300 BUSH STREET
853551 GEN HOS PHS SAN FRANCISCO CA 94109 5
WALG/04609/SF 1301 MARKET STREET
854407 GEN HOS PHS SAN FRANCISCO CA 94103 5
WAL G/00893/SF 1344 STOCKTON
852694 GEN HOS PHS SAN FRANCISCO CA 94133 5
WALG/07150/SF 965 GENEVA AVE
40169 GEN HOS PHS SAN FRANCISCO CA 94122 5
WALG/13583/SF 901 HYDE STREET
40169 GEN HOS PHS SAN FRANCISCO CA 94109 5
WALG/02153/SF 790 VAN NESSAVE
855653 GEN HOS PHS SAN FRANCISCO CA 94102 5

4
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

UNDER PUBLIC RECORDS LAWS

WALG/03849/SF 745 CLEMENT STREET

848550 GEN HOS PHS SAN FRANCISCO CA 94118
WALG/05487/SFGEN | 5300 3RD STREET

848548 HOS PHS SAN FRANCISCO CA 94124
WALG/13667/SF 5280 GEARY STREET

40172 GEN HOS PHS SAN FRANCISCO CA 94118
WALG/01283/SF 500 GEARY STREET

40172 GEN HOS PHS SAN FRANCISCO CA 94102
WALG/02244/SF 3801 3RD STREET SUITE 550

1901112 GEN HOS PHS SAN FRANCISCO CA 94124
WALG/04318/SF 4129 18TH STREET

40169 GEN HOS PHS SAN FRANCISCO CA 94114
WALG/1120/SF GEN | 4645 MISSION STREET

852694 HOS PHS SAN FRANCSICO CA 94112
WALG/01327/SF 498 CASTRO STREET

2240080 GEN HOS PHS SAN FRANCISCO, CA 94114
PRK SFCR SFGH 4060 BUSINESS PARK DR

1901112 PHY PUR PHS COLUMBUS OH 43204
WALG/00890/SF 135 POWELL STREET

853272 GEN HOS PHS SAN FRANCISCO, CA 94102
WAL G/02866/SF 1363 DIVISADERO STREET

1900696 GEN HOS PHS SAN FRANCISCO, CA 94115
WALG/13668/SFCCC | 1496 MARKET STREET

851499 PHS SAN FRANCISCO, CA 94102
WALG/01393/SF 1630 OCEAN AVE

1900696 GEN HOS PHS SAN FRANCISCO, CA 94112
WALG/03869/SF 1750 NORIEGA STREET

852534 GEN HOS PHS SAN FRANCISCO CA 94122
WALG/01126/SF 1979 MISSION STREET

851499 GEN HOS PHS SAN FRANCISCO CA 94103
WALG/06557/SFCCC | 199 PARNASSUS

1900696 PHS SAN FRANCISCO CA 94103
WALG/02705/SF 2050 IRVING STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94122
WALG/15296/SF 2262 MARKET STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94114

City and County of San Francisco — Supply Agreement
MHS 10.2.2023
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WALG/01626/SF 2494 SAN BRUNO AVE

1901112 GEN HOS PHS SAN FRANCISCO CA 94134 5
WALG/03475/SF 25 POINT LOBOS AVE

1901112 GEN HOS PHS SAN FRANCISCO CA 94121 5
WALG/04231/SF 2690 MISSIONS STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94110 5
WALG/01054/SF 3398 MISSION AVE

1901112 GEN HOS PHS SAN FRANCISCO CA 94110 5
WALG/03849/SF 3400 CESAR CHAVEZ STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94110 5

City and County of San Francisco — Supply Agreement
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

UNDER PUBLIC RECORDS LAWS

ATTACHMENT 2-MEMBER MARKUP AND COMMITMENTS

1. PRODUCT CATEGORIES. For pricing purposes, the following additional definitions shall

apply:
1.

ANDA Products. A Product that is approved through an Abbreviated New Drug
Application (“ANDA"), shall be referred to as an “ANDA Product.”

BLA Products. “BLA” means biologics license application. A Product that has been
licensed by the FDA through a marketing application or supplement under Section 351(a)
of the Public Health Service Act (42 U.S.C. 262(k)) (“Act”) shall bereferredtoasa“BLA
Product” (including those brand or innovator products deemed to be licensed under Section
351(a) of the Act as of March 2020 pursuant to the Biologics Price Competition and
Innovation Act of 2009).

Biosimilar Products. “Biosimilar Product” means (i) any Product for which a biologics
license application has been licensed under Section 351(k) of the Act, including Products
that the FDA has deemed to be either “biosimilar to” but not “interchangeable with” an
FDA-licensed reference product (“Biosimilar Biological Product”), or Products that the
FDA has deemed to be ‘interchangeable with” an FDA-licensed reference product
(‘Interchangeable Biosimilar Biological Product’) and (ii) any Product subject to an
approved application deemed to be a license under Section 351(k) of the Act pursuant to
the Biologics Price Competition and Innovation Act of 2009. As used herein, the terms
“biosimilar” and “interchangeable” shall have the meanings set forth in Section 351 of the
Act. Determination of biosimilarity or interchangeability shall be made by consulting the
FDA's “Lists of Licensed Biological Products with Reference Product Exclusivity and
Biosimilarity or Interchangeability Evaluations’ (the “Purple Book”), available at
https://www.fda.gov/drugs/therapeuti c-bi ol ogi cs-applications-bla/purple-book-lists-
licensed-biol ogi cal -products-reference-product-excl usi vity-and-biosimil arity-or.

OTC Products. “OTC Product” means a*“ nonprescription drug” as defined at FDC Act 8§
760(a)(2) and any nonprescription NDA or ANDA drugs approved by the FDA.

GLP-1 Products.

2. CUSTOMER MARKUP:

City and County of San Francisco — Supply Agreement
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1. In lieu of any other price reductions available in the Base Agreement, commencing on
the Effective Date for the entire duration of the Agreement Term, Customer Product
purchases will be priced (receive a Customer markup) as follows:

a) BLA Products. BLA Products shall be priced at - (‘BLA Customer
Markup”).

b) Biosimilar Products. Notwithstanding the foregoing, Biosimilar Products shall be
priced at -( Biosimilar Customer Markup”).

C) GLP-1 Products. GLP-1 Products shall be priced at - including 340B
products. (“GLP-1 Product Markup™).

d) OTCProducts. OTC Productsshall be priced at - (*OTC Product Markup”).

€) FluVaccines. BLA Products that are flu vaccines shall be priced at - and
shall not be eligible for any Customer markup or adjustments described in this
Section B.

f) Products sold through the Enhanced Vizient OneStop Product portfolio shall
receive a Customer markup of - (“OneStop Customer Markup”).

g) 340B Accounts. Products purchased through 340B Accounts (including BLA

(“340B Customer Markup”).

h) All other Products, including ANDA Products that do not fall under the OTC
Products definition and are not sold through the Pathway OneStop Product
portfolio OR Enhanced Vizient OneStop Product portfolio, shall receive a

(“ Customer Markup™).

2. Customer Markup Adjustment. Pricing for Products eligible for the Customer
Markup, the OneStop Customer Markup, and the 340B Customer Markup shall be adjusted
further based upon Customer’s average total monthly Net Purchase Volume over the prior
calendar quarter (“Customer Markup Adjustment”) as set forth below:

City and County of San Francisco — Supply Agreement
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Customer Markup

Monthly Net Purchase Vol .
onthly urchase Volume Adjustment

T

™

T

*Note: MPB sales count towardsvolumetiers, but COGs does not apply to MPB business

3. Payment Term Adjustment. Pricing for Products eligible for the Customer Markup,
the Enhanced Vizient OneStop Product portfolio, BLA Products, Biosimilar Products
GLP-1 Products and purchases made through 340B accounts shall be adjusted further

based on Customer Payment Term (“Payment Term Adjustment”) as set forth bel ow:

Payment Term Payment Term Adjustment

N B

I
.
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Next Day Pay

Weekly Statement Pay

Semi-monthly Statement Pay

Monthly Statement Pay

ii.  al MPB products will be priced in accordance with the Plasma Product Distribution
Agreement between MPB and Vizient effective May 1, 2015 (as may be amended,
modified, supplemented, renewed, replaced, restated or extended, the MPB
Agreement”), and not any Customer markup under this Agreement.

For purposes of clarification, (a) MPB will pay administrative fees on MPB products as
provided in the MPB Agreement; and (b) Distributor will continue to pay Vizient
Adminigrative Fees on all Products, including drop ship products, as provided in the Base
Agreement. Notwithstanding anything to the contrary contained in the Base Agreement,
Distributor shall have no obligation to drop ship blood plasma products from vendors other
than MPB.

For purposes of this Attachment 2, “Net” shall mean net of returns, credits and
adjustments (but, for clarification, not net of rebates).

Notwithstanding anything else herein, Drop Shipped Products and Specially Priced
Products shall be priced as set forth in the Base Agreement, and shall not be eligible for
any Customer markup or adjustments described in this Section B.

10
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MINIMUM COMMITMENTS: Customer markups are conditioned upon Customer

maintaining, and Customer agrees to and shall maintain, the following minimum commitments
(“Minimum Commitments’):

1 a minimum monthly Net purchase volume equal to or greater than _
(“Net Purchase Volume”);

2. a minimum total quarterly Net purchase volume for all generic contract Products
purchased, excluding generics Products contracted directly by Member (individual, GPO
or vendor-driven) (“McKesson Generics Volume’ or “MGV”) equal to or greater than

(“Minimum McKesson Generic Volume™ or “Minimum MGV”). Notwithstanding the
foregoing, 340B Prime Vendor Distributor contracted Products (if applicable) and
Distributor’s private label generic Products will be included in the MGV, and

3. for non-340B accounts, participate in the automatic substitution program for Products
ordered through the Enhanced Vizient OneStop Product portfolio.

If Customer fails to meet the Minimum Commitments during any calendar quarter during the
Agreement Term, in addition to other remedies herein, Distributor will have the right to open
negotiations to reasonably adjust Customer markups. As soon as practicable after receipt of such
markup adjustment request by Customer, Distributor and Customer shall meet and begin good faith
negotiations. If, at the end of the sixty (60) days following receipt of the adjustment request by
Customer, Distributor and Customer have been unable to agree on satisfactory pricing or other
terms, Distributor shall have the right to terminate this Agreement, upon sixty (60) days prior
written notice to Customer.

If Member fails to meet the Minimum MGV during any calendar quarter during the Addendum
Term, Distributor will adjust pricing for the following calendar quarter for Products eligible for the
Member Markup, the OneStop Member Markup, and the 340B Member Markup by

below the Minimum MGV, plus an additional t

below the Minimum MGV the Member fals during such calendar quarter (the “MGV
Adjustment”). For the avoidance of doubt, Distributor will measure MGV and apply MGV
Adjustments as applicable based on such MGV on a calendar quarter basis. The MGV Adjustment
is not cumulative from one calendar quarter to the next calendar quarter.

PAYMENT TERMS: The above listed payment terms, as more fully described in the Base
Agreement, will be made available to Customer so long as justified under Distributor’s general
credit policies. Customer may elect to move to another payment term by providing written notice

11
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to Distributor. Distributor reserves the right to adjust pricing to the corresponding payment term
that most closely matches Customers demonstrated payment history by providing notice to
Customer.

PAYMENT VIA AUTOMATED CLEARING HOUSE (“‘ACH”) OR ELECTRONIC
FUNDS TRANSFER (“*EFT"): The Customer Markup is conditioned upon payment being made
via ACH or EFT or other acceptable EFT method that provides Distributor with immediately
available funds. If Customer does not use ACH or EFT with its payment terms, the Customer
Markup will be increased by five basis points (+0.05%).

CSOSMarkup. Intheevent aCustomer or IDN elects not to remit ordersfor Schedule 11 Products
using Distributors electronic controlled substance ordering system (CSOS), Distributor shall
INCREA SE the Customer Markup by five basis points (+0.05% ) for such Customers or IDNs.

RETURN GOODS POLICY: The Customer Markup is conditioned upon Customer utilizing
Distributor standard returns goods policy set forth in Exhibit E of the Base Agreement.

DELIVERY FREQUENCY: The Customer Markup is conditioned upon each Facility receiving
no more than the number of scheduled deliveries per week set forth on Attachment 1, excluding
Sundays or holidays.

REBATES/DISCOUNTS.

b. Rebate Earning and Payment. Each rebate in this Agreement shall be paid via credit memo
(unless Distributor and Customer agreeto a different manner of payment) no later than thirty (30)
days following the end of the period in which such rebate is earned. Monthly and quarterly
rebates shall be paid on acalendar basis, prorated for any partial periods. Not-to-exceed amounts
will be prorated for any partial periods. Rebates that are subject to a not-to-exceed (“NTE”)
amount terminate when the NTE amount is earned and Digtributor shall have no liability for
payment of any amount in excess of the NTE amount. No rebates are paid on BLA Products or
Biosimilar Products hereunder, unlesstheindividua rebate is subject to aNTE amount, or unless
otherwise set forth in this Agreement.

CONDITION FOR REBATES/DISCOUNTS: To qudlify for the rebates and discounts in this
Agreement, Customer and Facilities must meet the Minimum Commitments throughout the
Agreement Term. In the event of any default or breach by Customer or any Facility of its

12
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obligations under this Agreement, such Facility’s (or Facilities) digibility for the rebates and
discounts in this Agreement may be suspended, upon Distributor’s notice (verbal or via email) to
Customer and/or Facility(ies), until such time as Customer and/or Facility(ies) cure such default or
breach. In the event of termination of this Agreement by any party for any reason whatsoever
during the Agreement Term hereof, Customer and Facilities' eligibility for rebates and discounts
shall immediately cease (for the avoidance of doubt, Distributor’s obligation to pay any rebate
earned prior to such termination would survive). For purposes of clarification, nothing herein shall
obligate Customer to pay back any discounts or rebates received from Distributor under this
Agreement. Rebates shall not be paid on Drop Shipped Products and Products with a Cost over
$30,000, unless otherwise set forth in the Agreement.

K. TAXES: If any federal, state, or local tax currently or in the future is levied on Distributor in a
jurisdiction where Distributor, Customer or any Facility does business and such tax relates or
applies to the Products, transactions or business activity covered by this Agreement (excluding
taxes imposed on Distributor’s net income), Distributor may request in writing (a “Request”) the
right to (i) separately invoice the applicable tax liability to Distributor associated with Customer’s
or a Facilitys (as applicable) purchases in such jurisdiction where alowed or (ii) renegotiate
pricing and/or other terms of this Agreement so as to reflect the effect of such tax. The Request
shall identify the tax and set forth the general nature and the specific adjustment(s) requested. As
soon as practicable after receipt of such Request by Customer, Distributor and Customer shall meet
and begin good faith negotiations. If, at the end of the sixty (60) days following receipt of a Request
by Customer, Distributor and Customer have been unable to agree on satisfactory pricing or other
terms, Distributor shall have the right to terminate this Agreement upon one-hundred twenty (120)
days' prior written notice to Customer.

L. INCREASE IN FUEL SURCHARGE: In the event that either (a) the “U.S. Regular Gasoline
Retail Prices (Cents per Gallon)’; as reported by the Department of Energy in “This Week in
Petroleum” (the “Index Price”), is greater than $5.50 or (b) Distributor is assessed a fuel surcharge
or other increase related to increased cost of fuel by its couriers, Distributor shall have the right to
charge a delivery surcharge (the “Fuel Surcharge”) of (i) $1.00 where the Index Price is between
$5.50 and $6.00, and (ii) $2.00 where the Index Price is greater than or equal to $6.00. The Fuel
Surcharge shall be assessed for each delivery stop made by avehicle, even if such stops are within
the same Facility or occursin the same location but at multiple times on the same day or otherwise.
Thus, for illustration purposes, if a Facility receives a morning and afternoon delivery which
requires that the driver deliver Products to two (2) locations within the Facility, the Fuel Surcharge
assessed would be $8.00 if the Index Price is $6.75. In the event that Distributor imposes a Fuel
Surcharge or removes the same pursuant to this section, such action will be effective upon five (5)
days written notice to Customer.

13
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ATTACHMENT 3-CITY PAYMENT TERMS

For all payment plans, the funds must be received by the Distributor at the designated remittance address
on or before the dates due. Payments due on Saturday shall be due on the preceding Friday. Payments due
on a Sunday shall be due on thefollowing Monday. Payments due on a holiday shall be due on the preceding
business day except when the holiday falls on a Monday. In that instance, payments shall be due on the
following business day.

In the event City chooses to utilize an electronic payment program or card-based platform for the payment
of Products ("E-Payable Program"), the Distributor shall participatein City's E-Payable Program, will offer
its full and timely cooperation in assisting City, or its designate, to make such E-Payable Program operate
successfully, and shall not impose any additiona fees, costs, penalties, surcharges or other chargesto City
based upon E-Payable Program utilization.

a. LatePayment Charges. Any service chargeson past due amounts will accrue only on the unpaid
balance of undisputed amounts at a daily rate not to exceed - per month (- Annual
Percentage Rate). At the City’s request, Distributor may waive late payment charges acting in its
sole discretion.

b. Disputed Invoices. Should the City dispute an invoice in good faith, City may report the issue
to Distributor within thirty (30) business days of invoice date. Distributor shall promptly research
the disputed invoice and City and Distributor shall use good faith to resolve the dispute. Disputed
invoicesare not subject to late fees or penalties during the resol ution of the dispute. Upon resolution
of such dispute, late fees or penalties applicable may be appliedif City was not justified in disputing
the applicable item(s) on invoice.

C. Revocation of Credit Privileges. Notwithstanding any other provision of the Agreement,
should City have an excessive late payment history or a substantial past due balance, Distributor
shall notify GPO and City in writing of the problem prior to Distributor removing City's credit
privileges. If Distributor rescinds City's credit privileges, the City shall be entitled to continue to
purchase Products and Services from Distributor on a C.O.D. basis.

d. Set-Off. Distributor shall set off any amount owing at any time from City against any amount
payable at any time by Distributor to City (i.e., credits-on-account as set forth in the Agreement
shall be deducted from amounts due before calculating any late payment penalties owed by the
City).

Thefollowing payment termswill be made availableto City so long asjustified under Distributor's general
credit policies. The City may elect to move to another payment term by providing written notice to the
Distributor. Distributor reserves the right to adjust pricing to the term that most closely matches City’s
demonstrated payment history.

REGULAR PAYMENT TERMS

PAYMENT TERMS BEYOND THE TERMS STATED HEREIN SHALL BE NEGOTIATED
BETWEEN THE CITY AND THE DISTRIBUTOR and Distributor will disclose the termsto GPO during
the reporting process set forth in the Base Agreement.

14

City and County of San Francisco — Supply Agreement
MHS 10.2.2023



DocuSign Envelope ID: 5194406C-340D-4EEE-8704-C5864BADFB7B

CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

1. WEEKLY STATEMENT PAYMENT

2. 15-DAY INVOICE PAYMENT

3. SEMI-MONTHLY STATEMENT PAYMENT

4. MONTHLY STATEMENT PAYMENT

5. PAYMENT UPON DELIVERY (C.0.D.)
Subject to Attachment 3, Section (c) (Revocation of Credit Privileges) above.

15

City and County of San Francisco — Supply Agreement
MHS 10.2.2023



DocuSign Envelope ID: 5194406C-340D-4EEE-8704-C5864BADFB7B

CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS
ATTACHMENT 4 - PRODUCT RETURN POLICY

1. RETURNED GOODS
Subject to any separate policy and/or terms and conditions for returned goods adopted by Distributor for
purposes of complying with any applicable federal and/or state law, rule or regulation (including without
limitation laws, rules and regulations of the State of Florida), Distributor will process returned goods for

items purchased by City from Distributor, in accordance with Distributor’s Returned Goods Policy (which
is subject to change by Distributor, effective on thirty (30) days prior notice to City, as follows:

2. DEFINITIONS

(a) Saleable Products shall include the following:

1) Products are determined saleable by Distributor based on the ability to resell the item without
specia handling, refurbishing or other expense; or

2) Sdeable Products must have dating of current month plus six (6) months remaining until
expiration. Exceptionsto this dating policy are:

A) Refrigerated and other temperature-controlled Products; or

B) Products deemed permanently short-dated by Distributor and
manufacturers/vendors.

In the above-gpecified indance as set forth in Subsection (8)(2)(B) above, City shdl be permitted to return the
Productswith current month plusthree (3) monthsremaining until expiration.

(b) Unsaleable Products:

1) Products with less than current month plus six (6) months remaining until expiration (except
as otherwise provided in Subsection (1)(a));

2) Torn or damaged packaging;

3) Labelsattached (prescription or price sticker);
4) Soiled, stained or worn;

5) Safety or security seals not intact; or

6) Prescription Products returned to Distributor that does not include City’'s signature on the
returns authorization form to assure that such Products have been stored and protected under
proper conditions specified by the manufacturer/vendor.

Digributor reservestheright to determine whether Products are Saleable or Unsaleable on ingpection
of thereturned item.

3. PRODUCTSAUTHORIZED FOR RETURN TO DISTRIBUTOR
City must provide signed verification certifying that proper conditions for storage, handling and shipping
have been maintained for all Products returned to Distributor.

a) Saeable and Unsaleable Products that were purchased from Distributor unless otherwise blocked
for return (determined by manufacturer/vendor or Distributor);

b) If prescription (“Rx”) Products, City has attested that each specific unit of returned Rx Products
was purchased from Distributor and that the conditions specified by the manufacturer/vendor for
16
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storage, protection, handling, and shipping have been maintained at all times. Returned Rx
Products must also include the original invoice number in order to be Saleable, in compliance with
the Drug Supply Chain Security Act.

Unsaleable Products purchased from Distributor which can be returned by Distributor to the
manufacturer/vendor according to their policy;

Distributor Private Label Merchandise (Valu-Rite®, Health Mart®, Sunmark®, etc); and

Manufacturer/vendor recall or market withdrawal in original manufacturer containers. Authorized
returns of partials require City to include pill counts, NDC expiration date and lot number for any
Products not returned in its original manufacturer container.

EXCLUDED MERCHANDI SE:

Products not purchased from Distributor;

Products not physically carried by Distributor;

Products not eligible for return to the manufacturer/vendor or deemed collectible by Distributor;
Saleable Products returned that do not meet proper storage conditions;

Unsaleable returns on City’s or its buying group’s private label Products;

Products not in their original container;

Overbagged or “robot-ready” Products;

Products requiring refrigeration except for Products shipped by Distributor in error or received
damaged,;

Repackaged Products that have less than nine (9) months dating or are defined as Unsaleable
Products;

ScanPakTM Unit Dose and ScanPakTM Multi Dose Products that have less than nine (9) months
dating or are defined as Unsaleable Products;

Products discontinued by manufacturer/vendor and no longer stocked by Distributor;
Controlled Substances containing hazardous materias;

Partial bottles, liquids and other containers except for recalls of Products other than Controlled
Substances,

Schedule |1 Controlled Substances will be evaluated on individual return requests;
Products damaged or defaced at the City facility location or on the shelf; and

Home Healthcare Hub Products unless said Products were received damaged by City from
Distributor or said Products have been recalled/withdrawn by the manufacturer/vendor.

PRODUCT SHORTAGESAND MISPICKS

Distributor will provide credit for Product shortages and mispicks, provided that (x) City provides
Distributor the applicable invoice number and (y) any claim is submitted within five (5) business days
of the original invoice date. Claimsfiled after five (5) business days will not be considered.
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6. CREDITSISSUED

Didributor will provide the following credit based on the pricing rules outlined below in Subsection (6) as
caculated from invoice date to credit request date:

Salesble I I
N N
Received  Damagec |
or Short-dated
N nllln
[
I

Recall* if and to the extent Digtributor
recovers an equa percent from the

manufacturer/vendor.

Unsaleable Products if and to the extent Distributor
Eligible for Return to recovers an equa percent from the
Digributor* manuf acturer/vendor.

* Notwithstanding anything in this Agreement to the contrary, with regard to Unsaleable Products, recalls,
market withdrawals and any other manufacturer/vendor initiated returns (collectively, "Unsdegble and
Recdled Merchandise"), in the event a pharmaceutical manufacturer/vendor fails for any reason to pay
Didtributor for the cost of or any amounts due with respect to any Unsdeable or Recalled Merchandise returned
to Distributor by City or City’ s agent, City agreesthat City will be responsible for the collection of any unpaid
monies due from the manufacturer/vendor, and shall fully reimburse Digtributor for any credits or other forms
of advance, including deductions, that have dready been paid to or received by City for such Unsadeable or
Recalled Merchandise.

7. CITY ELIGIBILITY

Distributor reserves the right to designate if the Products returned by City are eligible for return, and
to determine the appropriate percentage of credit to be provided.

8. PRICING ON RECALLED AND RETURNED GOODS

Distributor will use the invoice price when City provides avalid invoice number.

If no invoice number is provided, the lowest price determined under the following pricing rules will

apply:

(&) City will be credited the contract price for Products which are Contract Products on the date that
return authorization is created.

(b) City will be credited a weighted average price based on City’s past twelve (12) month purchase
history for Non-Contract Rx/OTC Products.

(c) City will be credited the lowest price paid by City over the past twelve (12) months for Non-
Contract Generics Products.
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(d) City will be credited the manufacturer's’'vendor's published acquisition cost (exclusive of cash
discounts) on the date of the return authorization for Non-Contract Products purchased more than
twelve (12) months prior to the date the return authorization is created.

Any handling charges will apply where appropriate to the determined price.

Final credit will be issued based on the condition and timing of the returned goods to Distributor.
9. NOTIFICATION OF CHANGES

Distributor reserves the right to change the above stated Returned Goods Policy at any time with
thirty (30) days notification to City, including without limitation implementing modifications

required to meet applicable federal and/or state laws, rules and regulations, FDA and other regulatory
guidelines, and any additional restrictions applicable to returned Products.
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ATTACHMENT 5-DISTRIBUTOR’S CUSTOMER-FACING MANAGEMENT REPORTING
SYSTEM CAPABILITIES

This Exhibit sets forth the minimum specifications required for purchase history and management
reporting systemsthat shall be provided by Distributor (" Reporting Systems").

1. Distributor's Reporting Systems shall include a minimum twenty-four (24) months of City's
purchase history, detailed by month, to include actual prices paid, quantities purchased, and
quantities returned or credited, contract type indicator (e.g., GPO, individual, etc.) and Product
description.

2. The Reporting Systems shall include all Productsin the Ordering System's catalog in addition to
the Products that have purchase history. Such Reporting Systems shall clearly identify and
distinguish Product |abels to facilitate such identification. Such Product identification and
distinction shall be obviousto a customer familiar with Distributor's Reporting Systems.

3. The Reporting System shall create reports at the individual facility level and roll up sales history
to summarize sales at the IDN level. City shall be able to define which Distributor account
numbers to combine/include when creating a sales history report.

4. Reserved.

5. The Reporting Systems shall include an advanced report-writing function that City shall be able
to use to create and customize reports as needed. Examples of reports that are available
include:

a 80/20 velocity report

b. Purchases by Supplier

C. Purchases by therapeutic class

d. Purchases by generic name

e Controlled substance purchases

f. Contract priced Product listing, with delineation by contract type

g. Purchases by Product category, such as: branded vs. generic Product, single source
vs. multiple source Product, Rx vs. non-Rx Product

h. Purchases by Orange Book bioequivalence codes

6. The Reporting System shall accommodate user-defined query parameters, including time-period of
purchase history and the ability to limit the report by Supplier and contract type. The Reporting
System shal have the capability to generate a purchase history report for al City Net Salesover a
prior twelve (12) month period, including Product NDC, Product description, total units purchased,
current price WITHOUT Member Markup (the price the City would be invoiced WITHOUT
Member Markup if City ordered the Product that day), and current price WITH Member Markup
(the price the City would be invoiced if City ordered the Product that day).

7. Reports shall be viewable on-screen, printed, or downloaded/exported in a standard format that

iseasily imported into Microsoft Excel.
20
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8. City shall be able to access the Reporting Systems via multiple logins to the Reporting Systems,
and each such login shall have a separate password and secure access.
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ATTACHMENT 6- NON-INJECTABLE GENERICSAUTO-SHIP PROGRAM DESCRIPTION

Non-I njectable Generics Auto-Ship Program Description

I
=
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ATTACHMENT 7: DISASTER RESPONSE PLAN

Distributor will submit a comprehensive Disaster Response Plan (substantively addressing the
topicsidentified below) to City as part of this Agreement.

Planning for an Emergency

l. Introduction

[I.  Corporate Objective

[11. Definition of an Emergency

V. Review Internal Plans and Policies

V.  Establish an Evacuation Procedure

VI. Meet with Community Experts

VII. Identify Specific Codes and Regulations

VIII. Identify critical Products, Operations and Services
IX. Locate Company Specific Resources for Emergencies
X.  Traning

Xl. Distribution of the Plan

Procedures during an Emer gency

XII. Procedure for Reporting Emergencies

X111, Procedure for Evaluating Severity of an Emergency
XIV. Emergency Response Team

XV. Communications During an Emergency

XVI. Procedure for Handling Emergencies

XVII. Contacting Outside Service

XVI1l. Hazardous Materias

XIX. Evacuation Procedure

XX.  First Aid

Action following an Emer gency
XXI. Recovery and Restoration
XXI1. Evaluation and Modification of the Plan

Appendixes

Appendix | Persons Qualified to Act as Emergency Coordinators
Appendix I Outside Agencies--Emergency Telephone Listing
Appendix I11 Internal Emergency Phone Call List Sample

Appendix IV Evacuation Routes

Appendix V Emergency Assembly Reporting Procedure

Appendix VI Job Descriptions

Appendix VII Persons Responsible for Hazardous Waste Management
Appendix VI Emergency Checklists

Appendix IX Guidance for Preparation of Spillage Confirmation Report
Appendix X Business Continuity and Disaster Preparedness Websites
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE UNDER PUBLIC RECORDS LAWS

APPENDIX B -CALCULATION OF CHARGES

Department Unit FY 18 19 FY 19 20 FY 20 21 FY 2122 Estimated Total
Zuckerberg San Francisco General Hospital 36,341,212.00 39,248,508.96 42,388,389.68 117,978,110.64
Laguna Honda Hospital 12,674,574.00 13,688,539.92 14,783,623.11 41,146,737.03
Jail Health Services 3,246,164.00 3,505,857.12 3,786,325.69 10,538,346.81
Primary Care 2,095,079.00 2,262,685.32 2,443,700.15 6,801,464.47
Community Behavioral Health 1,351,399.00 1,459,510.92 1,576,271.79 4,387,181.71
Public Health Division
55,708,428.00 60,165,102.24 64,978,310.42 180,851,840.66

Taxes

Sub Total (All Units) 180,851,840.66

Contingency 21,702,220.88

Guaranteed Maximum Cost 202,554,061.54

Appendix A — Supply Agreement 26 of 33
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ATTACHMENT 1 to APPENDIX B-1 : MCKESSON PHARMA MOD#1 BUDGET SUMMARY

Total Contract

Line# Departmental Unit FY 2324 FY 24 25 FY 25 26 FY 26 27 FY 27 28 Value of Amendment #1 Budgeted Amount

2/1/2024 - 7/1/2024 - 7/1/2025 - 7/1/2026 -

6/30/2024 6/30/2025 6/30/2026 6/30/2027 7/1/2027 - 6/30/2028 Calender Year 2023 2/1/2020 - 6/30/2028

Zuckerberg San Francisco General Ho$  13,581,842.00 $ 36,725,300.00 $ 42,234,095.00 $ 48,569,209.00 $ 55,854,590.00 $ 196,965,036.00 $ 300,839,523.00

Laguna Honda Hospital $ 8,305,941.00 $ 22,459,265.00 $ 25,828,154.00 $ 29,702,377.00 $ 34,157,733.00 $ 120,453,470.00 $ 183,977,653.00

Jail Health Services $ 2,127,285.00 $ 5,752,179.00 $ 6,615,005.00 $ 7,607,255.00 $ 8,748,343.00 $ 30,850,067.00 $ 47,119,635.00

Primary Care $ 1,372,953.00 $ 3,712,465.00 $ 4,269,334.00 $ 4,909,734.00 $ 5,646,194.00 $ 19,910,680.00 $ 30,411,080.00

Community Behavioral Health $ 4,862,498.00 $ 13,148,194.00 $ 15,120,423.00 $ 17,388,486.00 $ 19,996,758.00 $ 70,516,359.00 $ 107,704,943.00

Public Health Division $ 419,406.00 $ 1,134,074.00 $ 1,304,185.00 $ 1,499,812.00 $ 1,724,783.00 $ 6,082,260.00 $ 9,289,898.00

$ 30,669,925.00 $ 82931,477.00 $ 95,371,196.00 $ 109,676,873.00 $ 126,128,401.00 $ 444777,872.00 $ 679,342,732.00

Sub Total (All Units) $ 679,342,732.00

Pharmaceutical Innovation Initiatives $ 64,443,706.00

Subtotal of All Pharmaceuticals $ 743,786,438.00

Taxes (Over the Counter) $ 150,000.00

Sub Total $ 743,936,438.00

Contingency $ 88,668,056.00

Sub Total $ 832,604,494.00

Holdover Amount (Calculated from the last 12 months of the contract) $ 145,047,661.00

Guaranteed Maximum Cost $ 977,652,155.00

16

Starting FY 23/24 15% annual increase to account for anticipated drug price inflation.

Line 9: HCV in Jail Health. Funding for such services are subject to budgetary approval. Emerging Specialty Drugs expected to be ready for use on patients over the course

of the Agreement. For ammendment # 1 Carried over Pharmaceituical iniative amount

Line 11: Only Over the Counter (OTC) Drugs are taxable
Line 8: 20 % of the last 12 months of the contract will give DPH 1 year of uninterrupted service to find an alternate vendor if needed.
Holdover terms are specificed under section 2.2 of the contract. The holdover period shall be FY 28 29 (7/1/2028 - 6/30/2029)

FY 23/24 full year amounts are as follows:

Zuckerberg SFGH

Laguna Honda Hospital

Jail Health Services

Primary Care

Community Behavioral Health
Public Health Division

$31,935,044.00
$19,529,796.00
$5,001,895.00
$3,228,231.00
$11,433,213.00
$986,152.00

Total FY 23/24 Amount

$72,114,331.00

Document Date: 10/2/2023
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SAN FRANCISCO DEPARTMENT OF PUBLIC HEALTH

REVISION TO PROGRAM BUDGETS (RPB) #1

The Department of Public Health hereby requests a revision to the Program Budgets of F$P Contract | D# 10000013809,
in order to clarify standard contractual clauses.
¥k kkkkkkkkkkhkhkhkhkhkkhkkhkKhkhkhkhkhkkhkhkhkhkhkhkhkhkkhkkhkkhkkhkKhkhkhkkkhkhkkhkhkhkhkhkkkkkKk*k Kk Kk k%

WHEREAS, the City and County of San Francisco, through its Department of Public Health (“DPH"), entered
into a group purchasing distribution agreement with McK esson Corporation (“ Distributor”) dated November 1, 2019,
hereinafter referred to asthe “ Agreement,” with a not-to-exceed contract amount of $381,382,991, comprised of a base
contract amount of $232,625,513 (“Base”), aFY 20 21 Pharmaceutica Innovation Initiatives amount of $ 34,395,955
(“Pharmaceutical Innovation Initiatives”), ataxes amount of $150,000 (“Taxes"), and a contingency amount of
$32,152,595 (“ Contingency”); and

WHEREAS, the term and $381,382,991 not-to-exceed contract amount of the Agreement remain unchanged,;
NOW THEREFORE, The City and Contractor agree as follows.
1 Definitions. The following definitions shall apply to this Amendment:

l.a. Agreement. Theterm“Agreement” shall mean the group purchasing distribution agreement dated
November 1, 2019, between Contractor and City.

1.b. Other Terms. Terms used and not defined in this Amendment shall have the meanings assigned to
such terms in the Agreement.

2. Revision to Section 6.a. of Appendix A to the P-250 — Supply Agreement.
2.1,  Section 6.a. Section 6.a. “Rebates/Discounts’ of the Agreement currently reads as follows:

6. a. Monthly Rebate. Commencing on the Effective Date, City is eligible to earn amonthly (each month, an
“Earning Period”) rebate equal to 2.00% of its Product purchases from Distributor, less all returns, not to exceed $30,000
in aggregate for all Earning Periods per Contract Y ear. Each twelve (12) month period ending on the anniversary of the
Effective Date shall constitute a“Contract Year.” For clarity, the aggregate rebate over the total uninterrupted five (5)
year term of this Agreement is $150,000.

Such section shall be replaced in its entirety to read as follows:

6.a. Monthly Rebate. Commencing on the Effective Date, City is eligible to earn a monthly (each month,
an “Earning Period”) rebate equal to 2.00% of its Product purchases from Distributor, less all returns, not to exceed
$30,000 in aggregate for all Earning Periods per Contract Year. Each twelve (12) month period ending on the
anniversary of the Effective Date shall constitute a“Contract Year.” For clarity, the aggregate rebate over the total
uninterrupted four (4) year initial term of this Agreement is $120,000.

3. Legal Effect. Except as expressly revised herein, al of the terms and conditions of the Agreement shall remain
unchanged and in full force and effect.

IN WITNESS WHEREOF, the parties hereto have executed this Revision to Program Budgets on the day first mentioned

above.
CITY: CONTRACTOR:
DocuSigned by: DocuSigned by:
[?o(am( Pickons | Scott Millen
Roland Prekens ott Milfer ™"
Director, SF Health Network President, Health Systems MCKESSON
San Francisco Department of Public Health CORPORATION

Contract 1D # 1000013809 1 Revision: 09/30/2020
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FILE NG. 200012 ; . RESOLUTION NO. 123-20

[Agreement Retroaotrve McKesson Corporation ~ Group Purchasrng Drstrlbutron of
Pharmaceuticals - No’c to Exceed $381 382,991]

Resoluﬁon retroactively approving an agreement between McKesson Corporation ‘and 3

the Department oflPublic Health for a group purchasing agreement for the purchase of o .

pharmaceutlcals for a total amount not to exceed $381,382,991 for a term of five years ' 4

from February 1, 2020, through January 31, 2024.

'WHEREAS, The Department of Public Health (DPH) has the ongoing need to procure -

a broad range of pharmaceutical products for use in the daily delivery of care to patients of

 varlous Department programs; and

WHEREAS, This Agreement was procured as required by San Francisco

_ Admlnrstratrve Cod.e, Chapter 21.A.2, Membershlp in Group Purchasing Organ,lzaﬁons'; and’ -

- WHEREAS, San Francisco Charter Secﬁon 9.118(b) requires thatthe Board of
Supervrsors approve by resolutron all City contracts having an-amount in excess of ten mrllron
dollars: now, therefore, be it .

RESOLVED, That the Board of Supetrvisors hereby authorizes the Director of Public "', L
Health and the Director of the Office of Contract Administration/Purchaser, on behalf of the

Clty and County of San Francisco, o execute an agreement with McKesson Plasma and’

Brologrcs LLC for the purchase of pharmaceutical products biologics and specialty drugs for a i
 total amount not to exceed $381 382,991, for term of five years, February 1, 2020, fhrough" K
 January 31, 2024; and, be it |

‘ FURTHER RESOLVED That the Board of Supetvisors authorrzes the
Department of Public Health to enter into any amendments or modifications to the
oontract, prior to its final execution by all parties, that the Department deterrnines, in

consultatron with the City Attorney, are in the best interest of the City, do not otherwise

Department of Public Health . : ’ e
BOARD OF SUPERVISORS ' . ’ . Page 1 |
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miaterially increase the obligations or liabilities of the City, are necessary or advfsa_ble to -
effectuate the purposes of the contract, '.gnd are’in complianéé with all applicable laws;
and, be it | - |

FURTHER RESOLVED, That within thirty (30) days of the contract being fully executed
by all partiés,.the Director of Heath and/or the Director of the Office 6f Contract

'Administratioanurchasér shall provide the final contracts to the Clerk of the Board for

inclusion into the official File No. 200012 .

RECOM E‘NDED& . /

Dr. Grant Colfax

Director of Health |

Department of Public Health .
BOARD OF SUPERVISORS : ‘ * Page2
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City and County of San Francisco City Hall
1 Dr. Carlton B. Goodlett Place
Tails San Francisco, CA 94102-4689
Resolution
- File Number: 200012 Date Passed: March 24, 2020

Resolution retroactively approving an agreement between McKesson Corporation and the
Department of Public Health for a group purchasing agreement for the purchase of pharmaceuticals
for a total amount not to exceed $381,382,991 for a term of five years, from February 1, 2020,

through January 31, 2024.

February 12, 2020 Budget and Finance Committee - RECOMMENDED

March 24, 2020 Board of Supervisors - ADOPTED

Ayes: 11 - Fewer, Haney, Mandelman, Mar, Peskin, Preston, Ronen, Safai,
Stefani, Walton and Yee :

File No. 200012 | hereby certify that the foregoing
Resolution was ADOPTED on 3/24/2020 by

the Board of Supervisors of the City and
County of San Francisco.

4&.[=.D‘CAQNLA.Q@

Angela Calvillo
Clerk of the Board

48]0

London N. Breed . lDate‘Approved
Mayor

City and County of San Francisco Page 1 Printed at 4:10 pm on 3/25/20



City and County of San Francisco
Office of Contract Administration
Purchasing Division
City Hall, Room 430
1 Dr. Carlton B. Goodlett Place
San Francisco, California 94102-4685

Agreement between the City and County of San Francisco and

McKesson Corporation
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AGREEMENT

This Agreement is made this 1st day of November, 2019, in the City and County of San Francisco, State of
California, by and between McKesson Corporation (“Distributor”) and City.
Recitals

WHEREAS, the Department of Public Health (“Department”) wishes to enter into a group purchasing
distribution agreement with McKesson; and

WHEREAS, this Agreement was procured as required by San Francisco Administrative Code Chapter
21.A.2, including the requirement that the City buy ninety percent (90%) of its pharmaceutical supply in
order to obtain Prime Vendor pricing from Distributor; and

WHEREAS, the Department controls one or more “Facilities” (as defined in Article 1 below); and

WHEREAS, Distributor is engaged in the business of providing distribution services, including the
purchasing and reselling of Products for which the City’s Group Purchasing Organization (“GPO”) has
contracted with a supplier to provide City at a set price (“Contract Products™); and,

WHEREAS, Distributer represents and warrants that it is qualified to perform the Services required by
City as set forth under this Agreement; and

Now, THEREFORE, the parties agree as follows:
Article 1 Definitions
The following definitions apply to this Agreement:

1.1. "Agreement" means this contract document, including all attached appendices, which are
incorporated herein by reference.

1.2. “Base Agreement” means the current or successor pharmacy distribution services
agreement, which may be extended or renewed from time to time, between Distributor and the City’s current
GPO.

1.3.  "City" or "the City" means the City and County of San Francisco, a municipal corporation,
acting by and through both its Department of Public Health.

14. “City Program Budget Revision” means City’s reallocation of contingency amounts
available with respect to the Agreement in accordance with Article 3 of the Agreement.

1.5. “Contested Amount” means the amount of a charge from Distributor that the City disputes
in writing in good faith.

1.6. "Distributor" means McKesson Corporation, a Delaware corporation, with a place of
business at 1 Post Street, San Francisco CA 94104 (herein also referred to as “McKesson,”).

1.7. “Commencement Date” means November 1, 2019, provided this Agreement has been
approved by the Board of Supervisors and mutually executed by the Parties.

1.8. “Controller” means the Controller of the City and County of San Francisco.

1.9. "Effective Date" means the date upon which the City's Controller certifies the availability

of funds for this Agreement as provided in Section 3.2.

1.10. “Facility” means any pharmacy over which City exercises control for the selection of a
wholesale pharmaceutical distributor, whether by ownership or contract. A list of all Facilities as of the

Contract ID # 1000013809 November 1, 2019
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GPO Contract #: DPMCK 1 6



Effective Date, including their respective “ship to” addresses and number of deliveries per week is attached
to this Agreement as Attachment 1 and is incorporated herein by reference. The City may update
Attachment 1 upon the written consent of Distributor (e.g. such as via email), which consent shall not be
unreasonably withheld. Upon Distributor providing such consent, Attachment 1 shall be deemed to include
the name of the pharmacy, its “ship to” address, and number of deliveries per week (whereupon such
pharmacy shall become a Facility hereunder).

1.11. *“Guaranteed Maximum Price” or “GMP” means the total not-to-exceed contract price
certified by the Controller and detailed in Appendix B (Calculation of Charges). Any increase in the GMP
will require a Formal Amendment to the Agreement.

1.12. “Group Purchasing Organization” or “GPQO” means the current group purchasing
organization authorized to provide competitively procured items to the City under San Francisco
Administrative Code Section 21.A.2 as a member of such organization, directly or through distributers, as
of the effective date of this Agreement.

1.13. “Formal Amendment” means a fully executed written amendment to this Agreement that
has been approved by each Party in accordance with the terms of Article 3 of the Agreement. A Formal
Amendment can either increase the GMP or reallocate contingency amounts.

1.14. “Member Markup” means the adjustment for City’s average total monthly Net Purchase
Volume and invoice management practice as set forth in the markup matrix in Appendix A, Attachment 2
attached hereto.

1.15. “Net Sales” is defined as the invoice price to City, net of credits and returns, if any, but
without deduction of uncollected amounts, for each Product purchased by City.

1.16. "Party" and "Parties" mean the City and Distributor either collectively or individually.

1.17. “Prime Vendor” means McKesson as Distributor under the Base Agreement or Successor
Agreement.

1.18. *“Products” means products for which the City’s Group Purchasing Organization (“GPO”)
has contracted with Distributor to provide City at a set price, and additional products purchased at
Wholesale Acquisition Cost as necessary for City to achieve it Prime Vendor commitment;

1.19. "Services" means distribution services of Distributor provided to the City under this
Agreement, including the purchasing and reselling of Products;

1.20. “Successor Agreement” means a national pharmacy distribution services agreement
following the Base Agreement’s expiration or early termination, including as the result of the GPO’s award
to Distributor of a successor pharmacy distribution services agreement.

1.21. “Uncontested Amount” means an amount charged by Distributor that is not then a
Contested Amount.

Article 2 Term of the Agreement
2.1 Term.

The term of this Agreement shall commence on November 1, 2019 and expire on October 31, 2023, so long
Distributor has a GPO Base Agreement in place, unless earlier terminated as otherwise provided herein.
Both Parties understand and agree that within one year in advance of the expiration date, the City must
commence its process to renew and/or replace this Agreement. In the event that such renewal is not
completed before the expiration of the Term, the Holdover Extension of Section 2.2 will apply.

Contract ID # 1000013809 November 1, 2019
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2.2 Holdover Extension.

Should this Agreement expire without a new agreement in place, at that time as mutually agreed by the
Parties, this Agreement and associated budget may remain in full force and effect for a period of twelve
(12) months. The best estimated Holdover Extension budget shall be detailed in Appendix B (Calculation
of Charges). The applicable Product prices during the Holdover Extension shall be based upon the last
year’s annualized budget, plus ||| . 2s reconciled to Distributors actual Holdover
Extension pricing at the start of the Holdover Extension term. For clarity, the Holdover Extension budget
is not intended in any respect to place a cap on Distributor’s pricing and the Holdover Extension may be
exercised only if both mutually agree. The Holdover Extension term, if exercised, will be tied to the
Holdover Extension budget. i.e., If the Holdover Extension budget is exhausted, the Holdover Extension
term will expire unless otherwise mutually agreed. All terms and conditions of the Agreement shall apply
during the Holdover Extension. Should drug prices and/or Distributor’s cost of delivering Services change,
the Parties may further discuss the Holdover Extension pricing.

2.3 City Disadvantage.

City will evaluate the terms and conditions of this Agreement and the Distributor’s Successor Agreement
to determine whether City may be materially disadvantaged by the terms and conditions of this Agreement
and Successor Agreement as of the Successor Agreement Effective Date as compared to this Agreement
(“Disadvantage”). If City determines in good faith that City may be Disadvantaged, City may send
Distributor written notice thereof within ninety (90) days following the Successor Agreement Effective
Date or amendment thereto, within the direct or indirect scope of such amendment. Upon Distributor’s
receipt of such notice, City will meet with Distributor to discuss in good faith such determination and will
provide Distributor a reasonable opportunity to review and address such determination which may include
addressing value added services and programs. If Distributor is unable to address City’s determination of
a Disadvantage to City’s satisfaction, City may terminate this Agreement effective on sixty (60) days’ prior
written notice, or upon longer notice as determined appropriate by the City.

2.3.1  The determination of Disadvantage will be measured by comparing the terms
and conditions of this Agreement and the Successor Agreement, as of the Successor Agreement effective
date, exclusive of any term or condition that is a result of a regulatory change mandated to Distributor.

2.3.2  During the sixty (60) day or longer period following notice of termination
under Section 2.3 above (the “Transition Period”), City may need to establish a relationship with another
distributor to reasonably satisfy its pharmacy needs. Such relationship could cause Distributor to lose
“Prime Vendor” status with City. In this event, during the Transition Period, Distributor shall not
unilaterally increase the City markup set forth on Appendix A — Supply Agreement, Attachment 2 (“City
Markup”) or in any other way take away financial incentives or impose new fees on City as a result thereof.

2.3.3  For the avoidance of doubt, this Agreement shall be subject to the terms and
conditions of the Successor Agreement, as modified by this Agreement, as of the Successor Agreement
effective date regardless of whether City provides notice of Disadvantage or of its election to terminate this
Agreement as described in this section.

2.3.4 Notwithstanding anything to the contrary herein, determination of
Disadvantage and the decision to terminate will be made within the strict confines of the provisions of
Section 2.3 herein. Determination of Disadvantage and the decision to terminate shall specifically not
include consideration of competitor terms and conditions.
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Article 3 Financial Matters

3.1 Certification of Funds; Budget and Fiscal Provisions.

This contract is subject to the budget and fiscal provisions of City’s Charter. Charges will accrue only after
prior written authorization certified by City’s Controller and amount of City’s obligation hereunder shall
not at any time exceed the amount certified for the purpose and period stated in such advance authorization.
This section shall control against any and all other provisions of this contract.

3.2 Certification of Funds.

The City's obligation hereunder shall not at any time exceed the amount certified by the Controller for the
purpose and period stated in such certification. Except as may be provided by laws governing emergency
procedures, officers and employees of the City are not authorized to request, and the City is not required to
reimburse the Distributor beyond the agreed upon contract scope unless the changed scope is authorized by
Formal Amendment and approved as required by law. Officers and employees of the City are not authorized
to offer or promise, nor is the City required to honor, any offered or promised additional funding in excess
of the maximum amount of funding for which the contract is certified without certification of the additional
amount by the Controller. The Controller is not authorized to make payments on any contract for which
funds have not been certified as available in the budget or by supplemental appropriation. For avoidance
of doubt, the City is not permitted to continue ordering Services should funding not be certified.

Distributor and City will review the City’s expenditure rate quarterly to ensure that each understands
whether demand will exceed the Guaranteed Maximum Price currently certified by the Controller to enable
the City to seek additional funds, as appropriate.

3.3 Formal and Informal Agreement Changes.
The Parties understand and agree that budget revisions are subject to the following:

3.3.1 Formal Contract Amendment: Distributor shall not be entitled to an
increase in the Guaranteed Maximum Price or an extension of the Term unless the Parties agree to a Formal
Amendment in accordance with the San Francisco Administrative Code and Section 11.5 (Modification of
this Agreement).

3.3.2 City Revisions to Program Budgets: The City shall have authority, without
the execution of a Formal Amendment, to purchase additional Services and/or make changes to the work
in accordance with the terms of this Agreement (including such terms that require Distributor’s agreement),
not involving an increase in the GMP or the Term by use of a written City Program Budget Revision.

3.4 Guaranteed Maximum Price.

Distributor shall provide an invoice to the City on a monthly basis for Services completed in the immediate
preceding month, unless a different schedule is set out in Appendix B, "Calculation of Charges."
Compensation shall be made for Services identified in the invoice that the Director of Health, in his or her
sole discretion, concludes has been satisfactorily performed in material conformance with the requirements
set forth in this Agreement. Payment shall be made in conformance with Appendix A, Attachment 3, unless
the City notifies the Distributor that a dispute as to the invoice exists in accordance with Section 11.6.1. In
no event shall the amount of this Agreement exceed THREE HUNDRED EIGHTY ONE MILLION
THREE HUNDRED EIGHTY TWO THOUSAND NINE HUNDRED NINETY ONE ($381,382,991).
The breakdown of charges associated with this Agreement appears in Appendix B, “Calculation of
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Charges,” attached hereto and incorporated by reference as though fully set forth herein. Contested
Amounts shall be resolved pursuant Section 11.6 (Dispute Resolution). Late payment charges, if
applicable, shall be resolved pursuant to Appendix A, Attachment 3, of the Agreement in accordance with
to the Base Agreement terms, and may be paid from budgeted contingency funds as appropriate.

3.5 Discounts—Terms of Payment.
Discounts and terms of payment shall be as set forth in Appendix A - Supply Agreement, Attachment 2
(Member Markup and Commitments) of the Agreement.

3.6 Place of Manufacture.
No article furnished hereunder shall have been made in prison or by convict labor, except articles purchased
for use by City’s detention facilities.

3.7 Electrical Products. (Reserved)

3.8 Condition of Articles.
Articles offered and furnished must be new and previously unused, unless otherwise specified herein.

3.9 Inspection.

All articles supplied shall be subject to inspection and acceptance or rejection by Purchasing or any
department official charged with such duty. Non-conforming or rejected goods may be subject to
reasonable storage fees.

3.10 F.O.B.Point.
F.O.B destination in San Francisco, freight prepaid and allowed, unless otherwise specified.

3.11 Failure to Deliver. (Reserved — See Supply Agreement, Attachment 2, Section 11(e)—
Termination for Adjusted Fill Rate)

3.12 Material Safety Data Sheets. (Reserved — See Supply Agreement, Attachment 2,
Section 11(f) — Product Compliance/Quality)

3.13 Invoice Format.

Invoices furnished by Distributor under this Agreement must be in a form acceptable to the Controller and
City, sample copies of which are attached as Appendix F each to include a unique invoice number, unless
mutually agreed by the Parties.

3.14 LBE Payment and Utilization Tracking System. (Reserved — Not Applicable)
3.15 Getting paid for goods and/or services from the City.

@) All City vendors receiving new contracts, contract renewals, or contract
extensions must sign up to receive electronic payments through, the City's Automated Clearing House
(ACH) payments service/provider. Electronic payments are processed every business day and are safe and
secure. To sign up for electronic payments, visit www.sfgov.org/ach.

(b) The following information is required to sign up: (i) The enroller must be
their company's authorized financial representative, (ii) the company's legal name, main telephone number
and all physical and remittance addresses used by the company, (iii) the company's U.S. federal employer
identification number (EIN) or Social Security number (if they are a sole proprietor), and (iv) the company's
bank account information, including routing and account numbers.
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(©) Payment shall be made by City as specified in Appendix A, and this
Avrticle 3.

3.16  Audit and Inspection of Records.

The City may, upon 30 days’ advance written notice and in accordance with San Francisco Administrative
Code Section 21.34, during business hours and without disruption to Distributor’s regular business
practices, at a location to mutually agreed to by the Parties, audit the books and records of Distributer to
the extent that such books and records relate to the performance of this Agreement. Such books and records
shall be maintained by Distributor for three years from the date of final payment under this Agreement,
unless a shorter period is otherwise authorized in writing. The City understands and agrees that this audit
right is limited to books and records related to the City and does not extend to books and records of other
Distributor customers. If a third-party conducts the audit for the City, such third-party may be required to
execute a non-disclosure agreement provided and approved by Distributor.

3.17  Submitting False Claims.

Pursuant to San Francisco Administrative Code §21.35, any contractor, subcontractor or consultant who
submits a false claim shall be liable to the City for the statutory penalties set forth in that section. A
contractor, subcontractor or consultant will be deemed to have submitted a false claim to the City if the
contractor, subcontractor or consultant: (1) knowingly presents or causes to be presented to an officer or
employee of the City a false claim or request for payment or approval; (2) knowingly makes, uses, or
causes to be made or used a false record or statement to get a false claim paid or approved by the City; (3)
conspires to defraud the City by getting a false claim allowed or paid by the City; (4) knowingly makes,
uses, or causes to be made or used a false record or statement to conceal, avoid, or decrease an obligation
to pay or transmit money or property to the City; or (5) is a beneficiary of an inadvertent submission of a
false claim to the City, subsequently discovers the falsity of the claim, and fails to disclose the false claim
to the City within a reasonable time after discovery of the false claim.

Article 4 Distribution Terms

4.1 Supply Agreement.

Distributor agrees to perform the Services provided for in Appendix A, “Supply Agreement.” Officers and
employees of the City are not authorized to request, and the City is not required to reimburse the Distributor
for Services beyond the scope listed in Appendix A unless Appendix A is modified as provided in Sections
3.3 above (Formal and Informal Agreement Changes).

4.2 Assignment.

Neither this Agreement nor any obligations hereunder may be assigned or delegated by Distributor unless
first approved by City by written instrument executed and approved in the same manner as this Agreement.
Any purported assignment made in violation of this provision shall be null and void.

4.3  Warranty.

Distributor warrants to City that the Product distribution Services will be performed consistent with
commercially reasonable professional procedures and practices, and in conformance with generally
accepted standards prevailing at the time the distribution is performed so that all distribution is performed
as contemplated in this Agreement as detailed in Appendix A (Supply Agreement).
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4.4 Liquidated Damages. (Reserved — Contained in Attachment 2, Section 11(b)(i) of
Appendix A — Supply Agreement)

Article 5 Insurance and Indemnity
5.1 Insurance Policy Requirements.
511 Distributor must maintain in force, during the full term of the

Agreement, insurance in the following amounts and coverages:

@) Workers’ Compensation, in statutory amounts, with Employers’
Liability Limits not less than $1,000,000 each accident, injury, or illness;

(b) Commercial General Liability insurance that includes the Products-
completed operations hazard. Such insurance shall contain a minimum combined single limit of liability
for bodily injury and property damage in the amounts of not less than $2,000,000 per occurrence and
$10,000,000 in the aggregate. The liability limits may be satisfied through a combination of primary
and excess policies. Distributor shall provide a certificate of insurance to City within fifteen (15) days
following City’s request therefor, indicating the foregoing coverage, issued by an insurer with A.M.
Best rating of A-8 or greater authorized to do business in the state of California; and

(c) Commercial Automobile Liability Insurance with limits of $1,000,000
each occurrence, “Combined Single Limit” for Bodily Injury and Property Damage, including Owned,
Non-Owned, and Hired auto coverage, as applicable.

512 Include as Additional Insured Vendors Endorsement, with respect to the
terms of the written agreement, the City of San Francisco, its Officers, Agents, and Employees.
Commercial Liability and Commercial Automobile Liability Insurance policies are primary insurance
to any other insurance available to the City for the negligent acts, errors, or omissions solely caused by
Distributor, with respect to any claims arising out of this Agreement.

5.2 Insurance Amendments.

In the event that Distributor amends said liability insurance in a manner that would materially alter the
information contained in the insurance certificate provided to City, Distributor shall provide City with a
new certificate as soon as practicable after Distributor makes such amendment(s). All policies shall be
endorsed to provide thirty (30) days’ advance written notice to the City of cancellation for any reason,
intended non-renewal, or reduction in coverages. Notices shall be sent to the City address set forth in
Section 11.1, entitled “Notices to the Parties.” Should any required insurance lapse during the term of this
Agreement, requests for payments originating after such lapse shall not be processed until the City receives
satisfactory evidence of reinstated coverage as required by this Agreement, effective as of the lapse date.

53 Distributor Indemnification.

Distributor shall indemnify and save harmless City and its officers, agents and employees from, and, if
requested, shall defend them against any and all loss, cost, damage, injury, liability, and claims thereof for
injury to or death of a person, including employees of Distributor or loss of or damage to property, arising
directly or indirectly from Distributor’s performance of this Agreement, including, but not limited to,
Distributor’s use of facilities or equipment provided by City or others, except to the extent that such
indemnity is void or otherwise unenforceable under applicable law in effect on or validly retroactive to the
date of this Agreement, and except to the extent such loss, damage, injury, liability or claim is the result of
the active negligence or willful misconduct of City, in which case liability and damages shall be shared on
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a pro rata basis between the Parties under the California doctrine of comparative fault. The foregoing
indemnity shall include, without limitation, reasonable fees of attorneys, consultants and experts and related
costs and City’s costs of investigating any claims against the City. In addition to Distributor’s obligation
to indemnify City, Distributor specifically acknowledges and agrees that it has an immediate and
independent obligation to defend City from any claim which actually or potentially falls within this
indemnification provision, even if the allegations are or may be groundless, false or fraudulent, which
obligation arises at the time such claim is tendered to Distributor by City and continues at all times
thereafter. Distributor shall indemnify and hold City harmless from all loss and liability, including
attorneys’ fees, court costs and all other litigation expenses for any infringement of the patent rights,
copyright, trade secret or any other proprietary right or trademark, and all other intellectual property claims
of any person or persons in consequence of the use by City, or any of its officers or agents, of articles or
services to be supplied in the performance of this Agreement

54 Survival.

Section 5.3 and the obligations contained therein shall survive the expiration or earlier termination of this
Agreement.

Article 6 Liability of the Parties
6.1 Liability of City.
CITY'S PAYMENT OBLIGATIONS FOR SERVICES UNDER THE AGREEMENT SHALL BE
LIMITED TO THE AMOUNT OF THE GMP AUTHORIZED UNDER THIS CONTRACT.
NOTWITHSTANDING ANY OTHER PROVISION OF THIS AGREEMENT, IN NO EVENT SHALL
CITY BE LIABLE, REGARDLESS OF WHETHER ANY CLAIM IS BASED ON CONTRACT OR
TORT, FOR ANY SPECIAL, CONSEQUENTIAL, INDIRECT OR INCIDENTAL DAMAGES,
INCLUDING, BUT NOT LIMITED TO, LOST PROFITS OTHER THAN ANTICIPATED FEES

UNDER THIS AGREEMENT, ARISING OUT OF OR IN CONNECTION WITH THIS AGREEMENT
OR THE SERVICES PERFORMED IN CONNECTION WITH THIS AGREEMENT.

6.2 Liability of Distributor.

IN NO EVENT SHALL DISTRIBUTOR BE LIABLE TO CITY FOR ANY SPECIAL,
CONSEQUENTIAL, PUNITIVE, EXEMPLARY, INCIDENTAL OR INDIRECT DAMAGES TO CITY,
HOWEVER CAUSED, ON ANY THEORY OF LIABILITY AND WHETHER OR NOT DISTRIBUTOR
HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

6.3 Liability for Use of Equipment. (Reserved)
Article 7 Payment of Taxes

City is exempt from federal taxes except on articles for resale. Distributor will enter state and local sales
or use tax, and excise tax if applicable, on invoices.

Article 8 Termination

In addition to City’s termination right set forth in Section 2.3 (City Disadvantage) above, City or Distributor
may effect an early termination of this Agreement in the following circumstances.

In the event of any termination as set forth in this Article 8, unless otherwise agreed by the Parties or ordered
by a receiver or court of competent jurisdiction, Distributor understands and agrees that such termination
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will not become effective for a period of twelve (12) months after Distributor provides notice of termination
or until the City notifies Distributor in writing that a replacement Prime Vendor contract is in place,
whichever occurs first. However, if the Guaranteed Maximum Price budget is exhausted, termination will
become effective unless City seeks approval for additional funding.

The Parties understand that the City requires, at minimum, twelve (12) months advance notice of anticipated
budget exhaustion. Distributor and City will review current spend and purchase history during their
quarterly reviews to enable the City to determine if certification of any additional funds will be required.
For clarity, the addition of any funds beyond the GMP in excess of $500,000 will require a Formal
Amendment to this Agreement. The City understands and agrees that if additional funds are needed,
Distributor may seek repricing, and such repricing is to be mutually agreed by the Parties in accordance
with this Agreement.

8.1 Termination for Cause.

The City or Distributor may provide sixty (60) days prior written notice of an early termination of this
Agreement upon the occurrence of a material breach by the other Party, as determined in good faith by the
non-breaching Party. The non-breaching Party must give written notice to the breaching Party of the
occurrence of such breach. The notice must describe in detail the nature of the breach. The breaching Party
will have the opportunity to cure its breach to the reasonable satisfaction of the non-breaching Party during
the sixty (60) day period beginning on the date the breaching Party receives the written notice (the “Cure
Period”). In the alternative, if such breach is of a nature that it cannot be cured in sixty (60) days, the
breaching Party must commence and diligently prosecute in good faith the cure of such breach within the
Cure Period and cure such breach within ninety (90) days.

If the breach is not cured by the expiration of the Cure Period, then the non-breaching Party may provide
written notice to the breaching Party that this Agreement will be terminated in thirty (30) days following
such termination notice, or such longer period as may be mutually agreed in writing by the Parties.

8.2 External Event.

“External Event” shall mean an event or series of events external to and beyond the control of Distributor
that has had a significant adverse impact on Distributor’s business or operations. An External Event, by
way of illustration and not of limitation, may include a federal, state or local governmental law, the actual
enactment of a regulation or administrative action, or a fundamental change in a suppliers’ pricing,
economics or distribution policies. In response to an External Event, Distributor may, at its option, request
in writing (a “Request”) that the pricing and/or other terms of this Agreement be renegotiated so as to
equitably reflect the effect of the External Event, and such Request will be provided to City. The Request
shall identify the External Event and set forth the general nature and the specific adjustment(s) requested.
As soon as practicable after receipt of such Request by City, Distributor and City shall meet and begin good
faith negotiations. If, at the end of the sixty (60) days following receipt of a Request by City, Distributor
and City have been unable to agree on satisfactory pricing or other supply terms, either Party shall have the
right to terminate this Agreement, upon sixty (60) days’ prior written notice to the other.

8.3 Distributor Loss of GPO Contract.

In the event the Base Agreement or any subsequent extension or replacement between City’s current GPO
and Distributor expires or is otherwise terminated for any reason during its Term, this Agreement shall
automatically and simultaneously terminate without penalty to City or Distributor.
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8.4 Distributor or City Insolvency.

City or Distributor may immediately terminate this Agreement without penalty if the other Party (City or
Distributor, as applicable) becomes bankrupt or insolvent, makes an unauthorized assignment for the benefit
of creditors or goes into liquidation, has proceedings initiated against it for the purpose of seeking a
receiving order or winding up order, or applies to the courts for protection from its creditors.

8.5 City Right to Termination for Distributor Change of Control Event.

If Distributor experiences a “change of control”, then City may terminate this Agreement without penalty
upon sixty (60) days’ written notice. For purposes of this Section 8.5, “change of control” shall mean the
sale of all or substantially all of the assets of the Party, a merger, consolidation or acquisition of the Party
with, by or into another corporation, or any change in ownership of more than fifty percent (50%) of the
voting capital stock of the Party in one or more related transactions.

8.6 Mutual Consent.

If Distributor and City mutually agree to terminate this Agreement, then such termination will be without
penalty to Distributor or City. For the avoidance of doubt, all Uncontested Amounts owed prior to such
termination shall remain due and payable to Distributor.

Article 9 Rights In Deliverables (Reserved)
Article 10 Additional Requirements Incorporated by Reference

10.1 Laws Incorporated by Reference.

The full text of the laws listed in this Article 10, including enforcement and penalty provisions, are
incorporated by reference into this Agreement. Except as expressly reserved or modified herein, the full
text of the San Francisco Municipal Code provisions incorporated by reference in this Article and elsewhere
in the Agreement ("Mandatory City Requirements") are available at
http://www.amlegal.com/codes/client/san-francisco_ca/

10.2  Conflict of Interest. (Reserved — Not used in P-250)
10.3  Prohibition on Use of Public Funds for Political Activity.

In performing the Services, Distributor shall comply with San Francisco Administrative Code Chapter 12G,
which prohibits funds appropriated by the City for this Agreement from being expended to participate in,
support, or attempt to influence any political campaign for a candidate or for a ballot measure. Distributor
is subject to the enforcement and penalty provisions in Chapter 12G.

10.4 Reserved.
10.5 Non Discrimination Requirements.

10.5.1 Non Discrimination in Contracts: Distributor shall comply with the
provisions of Chapters 12B and 12C of the San Francisco Administrative Code. Distributor shall
incorporate by reference in all subcontracts the provisions of Sections12B.2(a), 12B.2(c)-(k), and 12C.3 of
the San Francisco Administrative Code and shall require all subcontractors to comply with such provisions.
Distributor is subject to the enforcement and penalty provisions in Chapters 12B and 12C.
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10.5.2 Non Discrimination in the Provision of Employee Benefits: San
Francisco Administrative Code 12B.2. Distributor does not as of the date of this Agreement, and will not
during the Term of this Agreement, in any of its operations in San Francisco, on real property owned by
San Francisco, or where work is being performed for the City elsewhere in the United States, discriminate
in the provision of employee benefits between employees with domestic partners and employees with
spouses and/or between the domestic partners and spouses of such employees, subject to the conditions set
forth in San Francisco Administrative Code Section 12B.2.

10.6 Local Business Enterprise and Non-Discrimination in Contracting Ordinance.
(Reserved)

10.7  Minimum Compensation Ordinance. (As Applicable)

Distributor shall pay covered employees no less than the minimum compensation required by San Francisco
Administrative Code Chapter 12P. Distributor is subject to the enforcement and penalty provisions in
Chapter 12P. By signing and executing this Agreement, Distributor certifies that it is in compliance with
Chapter 12P.

10.8 Health Care Accountability Ordinance.

Distributor shall comply with San Francisco Administrative Code Chapter 12Q. Distributor shall choose
and perform one of the Health Care Accountability options set forth in San Francisco Administrative Code
Chapter 12Q.3. Distributor is subject to the enforcement and penalty provisions in Chapter 12Q.

10.9  First Source Hiring Program.

Distributor must comply with all of the provisions of the First Source Hiring Program, Chapter 83 of the
San Francisco Administrative Code, that apply to this Agreement, and Distributor is subject to the
enforcement and penalty provisions in Chapter 83.

10.10 Alcohol and Drug-Free Workplace.

City reserves the right to deny access to, or require Distributor to remove from, City facilities personnel of
any Distributor or subcontractor who City has reasonable grounds to believe has engaged in alcohol abuse
or illegal drug activity which in any way impairs City's ability to maintain safe work facilities or to protect
the health and well-being of City employees and the general public. City shall have the right of final
approval for the entry or re-entry of any such person previously denied access to, or removed from, City
facilities. lllegal drug activity means possessing, furnishing, selling, offering, purchasing, using or being
under the influence of illegal drugs or other controlled substances for which the individual lacks a valid
prescription. Alcohol abuse means possessing, furnishing, selling, offering, or using alcoholic beverages,
or being under the influence of alcohol.

10.11 Limitations on Contributions.

By executing this Agreement, Distributor acknowledges its obligations under section 1.126 of the City’s
Campaign and Governmental Conduct Code, which prohibits any person who contracts with, or is seeking
a contract with, any department of the City for the rendition of personal services, for the furnishing of any
material, supplies or equipment, for the sale or lease of any land or building, for a grant, loan or loan
guarantee, or for a development agreement, from making any campaign contribution to (i) a City elected
official if the contract must be approved by that official, a board on which that official serves, or the board
of a state agency on which an appointee of that official serves, (ii) a candidate for that City elective office,or

Contract ID # 1000013809 November 1, 2019
P-250 (Distribution Agreement)
GPO Contract #: DPMCK 11 16



(iii) a committee controlled by such elected official or a candidate for that office, at any time from the
submission of a proposal for the contract until the later of either the termination of negotiations for such
contract or twelve months after the date the City approves the contract. The prohibition on contributions
applies to each prospective party to the contract; each member of Distributor’s board of directors;
Distributor’s chairperson, chief executive officer, chief financial officer and chief operating officer; any
person with an ownership interest of more than 10% in Distributor; any subcontractor listed in the bid or
contract; and any committee that is sponsored or controlled by Distributor. Distributor certifies that it has
informed each such person of the limitation on contributions imposed by Section 1.126 by the time it
submitted a proposal for the contract, and has provided the names of the persons required to be informed
to the City department with whom it is contracting.

10.12 Slavery Era Disclosure. (Reserved)
10.13 Working with Minors. (Reserved)
10.14 Consideration of Criminal History in Hiring and Employment Decisions.

Distributor agrees to comply fully with and be bound by all of the provisions of Chapter 12T, “City
Distributor/Subcontractor Consideration of Criminal History in Hiring and Employment Decisions,” of the
San Francisco Administrative Code (“Chapter 12T”), including the remedies provided, and implementing
regulations, as may be amended from time to time. The provisions of Chapter 12T are incorporated by
reference and made a part of this Agreement as though fully set forth herein. The text of the Chapter 12T
is available on the web at http://sfgov.org/olse/fco.  Distributor is required to comply with all of the
applicable provisions of 12T, irrespective of the listing of obligations in this Section. Capitalized terms
used in this Section and not defined in this Agreement shall have the meanings assigned to such terms in
Chapter 12T.

The requirements of Chapter 12T shall only apply to a Distributor’s or Subcontractor’s operations to the
extent those operations are in furtherance of the performance of this Agreement, shall apply only to
applicants and employees who would be or are performing work in furtherance of this Agreement, and shall
apply when the physical location of the employment or prospective employment of an individual is wholly
or substantially within the City of San Francisco. Chapter 12T shall not apply when the application in a
particular context would conflict with federal or state law or with a requirement of a government agency
implementing federal or state law.

10.15 Public Access to Nonprofit Records and Meetings. (Reserved)
10.16 Food Service Waste Reduction Requirements.

Distributor shall comply with the Food Service Waste Reduction Ordinance, as set forth in San Francisco
Environment Code Chapter 16, including but not limited to the remedies for noncompliance provided
therein.

10.17 Distribution of Beverages and Water.

10.17.1Sugar-Sweetened Beverage Prohibition. Distributor agrees that it shall not
sell, provide, or otherwise distribute Sugar-Sweetened Beverages, as defined by San Francisco
Administrative Code Chapter 101, as part of its performance of this Agreement.

10.17.2 Packaged Water Prohibition. Distributor agrees that it shall not sell, provide,
or otherwise distribute Packaged Water, as defined by San Francisco Environment Code Chapter 24, as
part of its performance of this Agreement.
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10.18 Tropical Hardwood and Virgin Redwood Ban.

Pursuant to San Francisco Environment Code Section 804(b), the City urges Distributor not to import,
purchase, obtain, or use for any purpose, any tropical hardwood, tropical hardwood wood product, virgin
redwood or virgin redwood wood product.

10.19 Preservative Treated Wood Products. (Reserved)
Article 11 General Provisions

11.1 Notices to the Parties.

Unless otherwise indicated in this Agreement, all written communications sent by the Parties may be by
U.S. mail (all notices to the City shall also be copied by e-mail), and shall be addressed as follows:
If to City:
City and County of San Francisco
1001 Potrero Ave
San Francisco, CA 94110
Attention: Chief Pharmacy Officer
david.woods@sfdph.org
jessica.galens@sfdph.org

If to Distributor:
McKesson Corporation
6555 N. State Hwy 161
Building A, 3™ Floor
Irving, TX 75039
Attention: Director, Proposal & Contract Development

With a copy to:
McKesson Corporation
One Post Street, Law Department
San Francisco, CA 94104
Attention: Counsel, MHS

Any notice of default must be sent by registered mail. Either Party may change the address to which notice
is to be sent by giving written notice thereof to the other Party. If email notification is used, the sender must
specify a receipt notice.

11.2 Compliance with Americans with Disabilities Act.

Distributor shall provide the Services in a manner that complies with the Americans with Disabilities Act
(ADA), including but not limited to Title 1I's program access requirements, and all other applicable federal,
state and local disability rights legislation.

11.3 Reserved.

11.4 Sunshine Ordinance.

Contract ID # 1000013809 November 1, 2019
P-250 (Distribution Agreement)
GPO Contract #: DPMCK 13 18



11.4.1 Public Records Request: Distributor acknowledges that this Agreement and
all records related to its formation, Distributor's performance of Services, and City's payment are subject to
the California Public Records Act, (California Government Code 86250 et. seq.), and the San Francisco
Sunshine Ordinance, (San Francisco Administrative Code Chapter 67). Such records are subject to public
inspection and copying unless exempt from disclosure under federal, state or local law.

11.4.2 Distributors Obligations: If the Department of Public Health receives a
Public Records Request pertaining to Distributor, the Department will use its best efforts to notify
Distributor of the Request and to provide Distributor with a description of the material that the Department
deems responsive and the due date for disclosure (“Response Date”). If Distributor asserts that some or all
of the material requested contains or reveals valuable trade secrets or other information belonging to
Distributor that is exempt from disclosure and directs the City in writing to withhold such material from
production (“Withholding Directive”), then the City will comply with the Withholding Directive on the
condition that Distributor seeks judicial relief on or before the Response Date. If any third-party initiates
or threatens to initiate legal action to compel the production of Distributor’s material, Distributor shall
defend, indemnify and save harmless City and its officers, agents and employees from any and all such
third party claims. Should Distributor fail to seek judicial relief on or before Response Date, the City shall
proceed with the disclosure of responsive documents.

11.4.3 Agreement not to Sue: Distributor agrees that it will not sue the City for
damages in connection with the disclosure by the City of information that Distributor asserts is exempt
from disclosure, so long as such disclosure was inadvertent and the City uses reasonable efforts to mitigate
the effects of the inadvertent disclosure and/or uses reasonable efforts to retrieve the information as
appropriate.

11.5 Maodification of this Agreement.

This Agreement may not be modified, nor may compliance with any of its terms be waived, except by
written instrument executed by the Parties and approved in the same manner as this Agreement. Distributor
shall cooperate with Department to submit to the Director of CMD any amendment, modification,
supplement or change order that would result in a cumulative increase of the original amount of this
Agreement by more than twenty percent (20%) (“CMD Contract Modification Form”).

11.6  Dispute Resolution Procedure.

11.6.1 Negotiation; Non-Binding Alternative Dispute Resolution: The Parties
will attempt in good faith to resolve any dispute or controversy arising out of or relating to the performance
or receipt of services under this Agreement, including those related to non-payment or disputed invoices,
(“Disputes”) in accordance with the following escalation process. Upon written notice by a party to the
other party of a Dispute (“Dispute Notice”), such Dispute shall first be referred to Distributor’s lead
engagement partner or, principal, or managing director (or designee) and City’s Contract Administrator (or
designee), as defined in Appendix A (Supply Agreement). If they are unable to resolve the Dispute within
ninety (90) days of the Dispute Notice, the Dispute will be escalated to Distributor’s lead client service
partner (or designee) and the Department of Public Health Chief Financial Officer (or designee). If the
Parties are still unable to resolve the dispute within ninety (90) additional days, then pursuant to San
Francisco Administrative Code Section 21.36, Distributor may submit to the Contracting Officer a written
request for administrative review and documentation of the Distributor's claim(s). Upon such request, the
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Contracting Officer shall promptly issue an administrative decision in writing, stating the reasons for the
action taken and informing the Distributor of its right to judicial review.

@) After the Parties have exhausted the informal dispute resolution process
outlined in Section 11.6.1, then, if agreed by both Parties in writing, disputes may be resolved by a mutually
agreed-upon non-binding alternative dispute resolution process. If the Parties do not mutually agree to an
alternative dispute resolution process or such efforts do not resolve the dispute, then either Party may pursue
any remedy available under California law.

(b) The status of any Dispute or controversy notwithstanding, Distributor and
City shall each proceed diligently with the performance of its obligations under this Agreement in
accordance with the Agreement. Neither Party will be entitled to legal fees or costs for matters resolved
under this Section.

11.7 Government Code Claim Requirement.

No suit for money or damages may be brought against the City until a written claim therefor has been
presented to and rejected by the City in conformity with the provisions of San Francisco Administrative
Code Chapter 10 and California Government Code Section 900, et seq. Nothing set forth in this Agreement
shall operate to toll, waive or excuse Distributor's compliance with the California Government Code Claim
requirements set forth in San Francisco Administrative Code Chapter 10 and California Government Code
Section 900, et seq.

11.8 Agreement Made in California; Venue.

The formation, interpretation and performance of this Agreement shall be governed by the laws of the State
of California. Venue for all litigation relative to the formation, interpretation and performance of this
Agreement shall be in San Francisco.

11.9 Construction.

All paragraph captions are for reference only and shall not be considered in construing this Agreement.

11.10 Entire Agreement.

The terms and conditions agreed between the Parties in this contract, including all Appendices and
Attachments, which are hereby expressly incorporated herein by reference, sets forth the entire Agreement
between the Parties, and supersedes all other oral or written provisions. This Agreement may be modified
only as provided in Section 11.5, “Modification of this Agreement.”

11.11 Compliance with Laws.

Each Party represents and warrants that to the best of its knowledge, after due inquiry, it is, and for the
Term shall be, in material compliance with all applicable Federal, state laws, and local ordinances and
regulations that are material to the performance of its obligations under this Agreement ("Legal
Requirements™), including, but not limited to, Legal Requirements pertaining to the handling and storage
of the Products and Services, occupational health and safety, environmental protection, nondiscrimination,
antitrust, health care regulation, the Health Insurance Portability and Accountability Act ("HIPAA™) and
equal employment opportunity.
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11.12 Distributor’s Compliance with Laws.

Nothing in this Agreement shall be construed as requiring Distributor to perform any obligations hereunder
or engage in any action or omission that Distributor reasonably determines to violate, or to put Distributor
in jeopardy of violating any applicable law. Without limiting the generality of the foregoing, Distributor
shall comply with all applicable laws, rules, regulations, ordinances and governmental requirements,
guidelines and pronouncements relating to controlled pharmaceutical drugs (“Controlled Substances”),
including but not limited to the Federal Controlled Substances Act and regulations promulgated thereunder
by the Drug Enforcement Administration. In the event that performance of the terms of this Agreement
would cause Distributor to be noncompliant with or in jeopardy of being noncompliant with any federal,
state or local law, rule, regulation or ordinance or any governmental requirement, guideline or
pronouncement involving Controlled Substances or any other regulated products or activities, including but
not limited to the Drug Enforcement Administration’s regulatory requirements for verifying its customers
and reporting suspicious or excessive orders. Distributor shall have the right to do any of the following:

@) Within its sole and absolute discretion, limit or deny any order for
Controlled Substances as warranted by Distributor’s established diversion monitoring program, which is
designed and implemented to take into account any federal, state or local law relating to Controlled
Substances.

(b) Immediately commence suspension proceedings against City, in whole or
in part, without liability if, in Distributor’s reasonable discretion:

(1) Continued performance of any part of this Agreement would
violate any federal, state or local law, rule or regulation, or put Distributor in jeopardy of violating any
federal, state or local law, rule or regulation regarding Controlled Substances or any other regulated
products or activities; or

(i) Distributor receives a complaint, notice, warning letter or other
communication from a governmental agency alleging noncompliance with any Controlled Substances
laws, rules or regulations in relation to Distributor’s distribution of the Products under this Agreement or
to City’s actions or omissions with respect to Controlled Substances or any other regulated products or
activities.

11.13 Federal and State Financial Participation.

11.13.1  Distributor acknowledges that some or all of the items, products, or
services that Distributor furnishes to City under this Agreement may be included, directly or indirectly, in
whole or in part, in claims submitted by City to Federal or State health care programs. By executing this
Agreement each Party certifies that it is currently not Excluded, directed to be Excluded from participation
in any Federal or State assistance programs as Excluded is defined in 42 U.S.C. § 1320a-7b(f) ("Excluded"),
or (2) debarred, suspended, declared ineligible, or voluntarily excluded by any Federal department or
agency (collectively, "Debarred"). Each Party shall notify the other, as provided herein, within thirty (30)
days of any such exclusion, suspension, ineligibility, or other sanction. This is a material term of this
Agreement.

@) Distributor agrees to indemnify and hold harmless City and City’s officers,
directors, employees, agents, successors and permitted assigns from and against any and all (including but
not limited to Federal, State, or third party) civil monetary penalties, assessments, repayment obligations,

Contract ID # 1000013809 November 1, 2019
P-250 (Distribution Agreement)
GPO Contract #: DPMCK 16 21



losses, damages, settlement agreements and expenses (including reasonable attorneys’ fees) arising from
the exclusion, suspension, ineligibility, or other sanction of Distributor and/or Distributor’s workforce
(including those who oversee Distributor’s workforce, supervisors and governing body members) from
participation in any Federal or State assistance program.

11.13.2  During the Term, Distributor shall promptly notify City of any lawsuits,
Claims, administrative actions or other proceedings asserted or commenced against it that assert, in whole
or in part, claims that if successfully adjudicated against Distributor would materially impact Distributor's
ability to provide the Services, except where Distributor deems, in its sole discretion, that such notification
would violate or cause Distributor to violate any applicable law, ordinance, rule, regulation or order.

11.13.3  Discount Safe Harbor. Regulations implementing the Federal health care
program anti-kickback law, 42 U.S.C. § 1320a-7b(b), include a “safe harbor" for "discounts” (see 42 C.F.R.
§1001.952(h)). To the extent that Distributor provides a price reduction to City pursuant to this Agreement,
then Distributor shall comply with the requirements set forth in 42 C.F.R. 8§ 1001.952(h)(2). City may have
an obligation to accurately report, under any state or federal program which provides cost or charge based
reimbursement for the Products or services covered by this Agreement, or as otherwise requested or
required by any governmental agency, the net cost actually paid by City.

11.14 (Reserved)

11.15 Severability.

Should the application of any provision of this Agreement to any particular facts or circumstances be found
by a court of competent jurisdiction to be invalid or unenforceable, then (a) the validity of other provisions
of this Agreement shall not be affected or impaired thereby, and (b) such provision shall be enforced to the
maximum extent possible so as to effect the intent of the Parties and shall be reformed without further
action by the Parties to the extent necessary to make such provision valid and enforceable.

11.16 Cooperative Drafting.

This Agreement has been drafted through a cooperative effort of City and Distributor, and both Parties have
had an opportunity to have the Agreement reviewed and revised by legal counsel. No Party shall be
considered the drafter of this Agreement, and no presumption or rule that an ambiguity shall be construed
against the Party drafting the clause shall apply to the interpretation or enforcement of this Agreement.

11.17 Order of Precedence.

Distributor agrees to perform the Services described herein in accordance with the terms and conditions of
this Agreement, and the Appendices, including Attachments. The terms of this Agreement are to be read
and interpreted together with all other documents, appendices, exhibits, and addenda attached to the
Agreement as a single agreement.

11.18 No Waiver.

No provision of this Agreement may be waived except by a writing signed by the Party against whom the
waiver is sought to be enforced. Failure to enforce any provision of this Agreement does not constitute a
waiver of future enforcement of that provision or of any other provision of this Agreement.
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11.19 Relationship of Parties.

It is expressly understood and agreed by the Parties that nothing contained in this Agreement shall be
construed to create a joint venture, partnership, association, agency, or like relationship between the Parties
other than that of Parties contracting at arm's length with respect to the subject matter hereof. In no event
shall either Party be liable for the debts or obligations of the other Party.

Article 12 Department Specific Terms (Reserved)
Article 13 Data and Security

13.1 Confidential Information.

"Confidential Information” means any other non-public information identified as confidential, including
Distributor’s pricing, by one Party to the other Party, and non-public information which the receiving Party
should reasonably know to be confidential. For the avoidance of doubt, Confidential Information shall not
include invoice data. City may not use or disclose any Confidential Information received from Distributor
for any purpose (except as required by law) other than for the review, performance, evaluation, or
administration of this Agreement without prior authorization of Distributor. Each Party shall exercise the
same standard of care to protect such information as a reasonably prudent entity would use to protect its
own Confidential Information. Distributor understands and agrees that its Confidential Information may
be subject to public disclosure and Distributor shall have the rights set forth in Section 11.4 above.

13.2 Purchase Data Confidentiality.

City agrees that Distributor is not prohibited herein from disclosing de-identified purchase data that is
gathered by Distributor to third party data aggregators (such as IMS Health and Symphony), to City’s GPO,
and to suppliers (for a supplier's own Products under this Agreement), unless an advance non-disclosure
request is made by City and such request would not cause a conflict with any third-party obligations of
Distributor.

13.3 Payment Card Industry (“PCI”) Requirements. (Reserved)

13.4 Business Associate Agreement. (Reserved)
Article 14 MacBride And Signature

14.1  MacBride Principles -Northern Ireland.

The provisions of San Francisco Administrative Code 812F are incorporated herein by this reference and
made part of this Agreement. By signing this Agreement, Distributor confirms that Distributor has read and
understood that the City urges companies doing business in Northern Ireland to resolve employment
inequities and to abide by the MacBride Principles, and urges San Francisco companies to do business with
corporations that abide by the MacBride Principles.
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DocuSign Envelope ID: BSDDD91A-FBC9-4E7D-AEC9-DBD531518E97

IN WITNESS WHEREOF, the Parties hereto have executed this Agreement on the day first mentioned

above.

CITY DISTRIBUTOR

Recommended by: McKESSON CORPORATION
DocuSigned by: DocuSigned by:

[ZM WMW EMZ Mille

Grant Colfax, MD Scott Miller

Director of Health President

Department of Public Health Health Systems

Supplier 1D: 0000015454
Approved as to Form:

Dennis J. Herrera
City Attorney
DocuSigned by:

By: Simpsowowise. S

BD54468A4C3R452

Louise S. Simpson
Deputy City Attorney
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

APPENDIX A TO THE P-250 - SUPPLY AGREEMENT
For Pharmacy Distribution Services
1. PRIME VENDOR COMMITMENTS:

a. Prime Vendor for Wholesale Pharmaceuticals: Throughout the Agreement Term, in order to
receive the Member Markup, City must not order less than ninety percent (90%) of all dollars
spent on Products by using Distributor as its Prime Vendor for the purchase of such Products
normally purchased through wholesale pharmaceutical distributors.

b. Prime Vendor for Non-Injectable Generic Products: In addition, as a further and separate
condition to City’s access to the terms and pricing of this Agreement, City must purchase not less
than ninety percent (90%) of City’s requirements of Non-Injectable Generic Products (defined
below) available from Distributor as its Prime Vendor for the purchase of such Products normally
purchased through wholesale pharmaceutical distributors (“Non-Injectable Generics Prime
Vendor”); provided, however, that to the extent that Distributor is unable to supply such Products,
those purchases shall be excluded from the ninety percent (90%) calculation. “Non-Injectable
Generics Product(s)” shall be limited to generic versions of the following non-injectable
pharmaceutical Product categories: (1) oral solids (e.g., tablets, capsules); (2) oral liquids (e.g.,
suspensions, syrups); (3) topicals (e.g., creams, ointments, liquids, sprays, patches,
suppositories); (4) respiratory (e.g., solutions for inhalation, aerosols, sprays); and (5) opthalmics
and otics (e.g., eye drops, eye ointments, ear drops). Non-Injectable Generic Products shall
include both over-the-counter (“OTC”) and prescription (“Rx”) of the foregoing Product
categories, including but not limited to Distributor’s private label OTC Products.

City’s compliance with the ninety percent (90%) Non-Injectable Generics Prime Vendor
commitment of this paragraph will be measured during each quarter during the Term, beginning
on the Agreement Effective Date. Upon request by Distributor, City shall make internal
documentation denoting total purchase dollars available to Distributor for audit in order to verify
compliance with the Non-Injectable Generics Prime Vendor commitment set forth above. If
Distributor believes that City is not using Distributor as the Non-Injectable Generics Prime
Vendor, then (1) Distributor shall provide evidence supporting such belief to City; (2) Distributor
and City shall promptly meet to discuss in good faith City’s continued participation under this
Agreement, and (3) Distributor may discontinue the City’s ability to purchase from the Non-
Injectable Generics Products at the pricing set forth in in this Agreement. Distributor will provide
City with a minimum of thirty (30) days written notice. The Parties shall work together to identify
the cause of City’s noncompliance.

2. AUTOMATIC ALTERNATE [N :
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

3. COST REPORTING:

City will comply with all laws, including reporting or reflecting discounts, rebates and other price
reductions pursuant to 42 U.S.C. 81320a-7b(b)(3)(A) on cost reports or claims submitted to federal or state
healthcare programs, retaining invoices and related pricing documentation and making them available on
request to healthcare program representatives. Thus, City or any Facility, if applicable, will accurately
report, under any state or federal program which provides cost or charge based reimbursements for the
Products and services covered by this Agreement, the net cost actually paid by City or any Facility.
Distributor will comply with all laws, including requirements under 42 U.S.C. 81320a-7b(b)(3)(A) to (i)
disclose on invoices or statements the amount of all discounts, rebates and other price reductions on
Products purchased hereunder, and (ii) provide City with notice of City’s obligations to report and disclose
such discounts, rebates and other price reductions. City and any Facility, if applicable, will each accurately
report pricing, together with any reductions in price, in connection with any federal or state pricing survey
(e.g., National Average Drug Acquisition Cost Survey).

4. CHANGE IN MEMBER STATUS:

Distributor understands and agrees that if during the Term of this Agreement the City’s status as a GPO
member changes, any change to the terms of this Agreement will require as appropriate a new agreement
or a Formal Amendment pursuant to Section 3.3.1 of the Agreement.

5. OWN USE:

City and Facilities represent and warrant that (i) prescription Products being purchased for dispensing or
administration to patients pursuant to a legitimate prescription, and (ii) any subsequent resale by City or any
Facility will be in compliance with applicable law and to a licensed healthcare provider for its dispensing or
administration to patients pursuant to a legitimate prescription. City and Facilities shall defend, indemnify
and hold Distributor harmless from any and all liability arising out of or due to nonadherence with such
representation and warranty.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

The following list may be updated quarterly by informal agreement pursuant to Section 3.3.2:

ATTACHMENT 1 - LIST OF CITY FACILITIES

Number of
Scheduled
Deliveries per
GPO City ID | Facility Name Address Week
SAN  FRANCISCO | 1001 POTRERO AVE RM1P2, SAN
40169 GH PHCY PUR FRANCISCO, CA 94110 6
SFGH SFCC TOM | 1001 POTRERO AVE. RM 1P2, SAN
WADDELL PUR FRANCISCO CA 94110
40170 6
LAGUNA HONDA | 375 LAGUNA HONDA BLVD, SAN
40172 HOSPITAL FRANCISCO, CA 94116 5
CBHS PHARMACY | 1380 HOWARD ST, STE 130, SAN
40174 SERVICES FRANCISCO CA
5
SFCOUNTY JAIL #8 | 425 7TH STREET, SAN FRANCISCO, CA
40175 PHCY 94103 5
S F CITY JAIL #7 |1 MORELAND DRIVE, SAN BRUNO,
40176 PHCY CA 94066 5
SFDPH/ADULT 101 GROVE STREET ROOM 102, SAN
103230 IMCL/STIER FRANCISCO, CA 94102 5
WALG/03185/SFCCC | 825 MARKET STREET SAN FRANCISCO
40170 PHS CA 94103 5
WALG/03711/SF 1189 POTRERO AVE SAN FRANCISCO CA
853297 GEN HOS PHS 94110 5
WALG/03711/SFCCC
853429 PHS 1201 TARVAL SAN FRANCISCO CA 94116 | 5
WALG/13666/SF 1300 BUSH STREET SAN FRANCISCO CA
853551 GEN HOS PHS 94109 5
WALG/04609/SF 1301 MARKET STREET SAN FRANCISCO
854407 GEN HOS PHS CA 94103 5
WALG/00893/SF 1344 STOCKTON SAN FRANCISCO CA
852694 GEN HOS PHS 94133 5
WALG/07150/SF 965 GENEVA AVE SAN FRANCISCO CA
40169 GEN HOS PHS 94122 5
WALG/13583/SF 901 HYDE STREET SAN FRANCISCO CA
40169 GEN HOS PHS 94109 5
WALG/02153/SF 790 VAN NESS AVE SAN FRANCISCO CA
855653 GEN HOS PHS 94102 5
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WALG/03849/SF 745 CLEMENT STREET SAN FRANCISCO
848550 GEN HOS PHS CA 94118

WALG/05487/SFGEN | 5300 3RD STREET SAN FRANCISCO CA
848548 HOS PHS 94124

WALG/13667/SF 5280 GEARY STREET SAN FRANCISCO
40172 GEN HOS PHS CA 94118

WALG/01283/SF 500 GEARY STREET SAN FRANCISCO CA
40172 GEN HOS PHS 94102

WALG/02244/SF 3801 3RD STREET SUITE 550 SAN
1901112 GEN HOS PHS FRANCISCO CA 94124

WALG/04318/SF 4129 18TH STREET SAN FRANCISCO CA
40169 GEN HOS PHS 94114

WALG/1120/SF GEN | 4645 MISSION STREET SAN FRANCSICO
852694 HOS PHS CA 94112

WALG/01327/SF 498 CASTRO STREET , SAN FRANCISCO,
2240080 GEN HOS PHS CA 94114

PRK SFCR SFGH | 4060 BUSINESS PARK DR COLUMBUS oh
1901112 PHY PUR PHS 43204

WALG/00890/SF 135 POWELL STREET , SAN FRANCISCO,
853272 GEN HOS PHS CA 94102

WALG/02866/SF 1363 DIVISADERO STREET , SAN
1900696 GEN HOS PHS FRANCISCO, CA 94115

WALG/13668/SFCCC | 1496 MARKET STREET, SAN FRANCISCO,
851499 PHS CA 94102

WALG/01393/SF 1630 OCEAN AVE SAN FRANCISCO,
1900696 GEN HOS PHS CA 94112

WALG/03869/SF 1750 NORIEGA STREET SAN FRANCISCO
852534 GEN HOS PHS CA 94122

WALG/01126/SF 1979 MISSION STREET SAN FRANCISCO
851499 GEN HOS PHS CA 94103

WALG/06557/SFCCC | 199 PARNASSUS SAN FRANCISCO CA
1900696 PHS 94103

WALG/02705/SF 2050 IRVING STREET SAN FRANCISCO
1901112 GEN HOS PHS CA 94122

WALG/15296/SF 2262 MARKET STREET SAN FRANCISCO
1901112 GEN HOS PHS CA 94114
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WALG/01626/SF 2494 SAN BRUNO AVE SAN FRANCISCO
1901112 GEN HOS PHS CA 94134

WALG/03475/SF 25 POINT LOBOS AVE SAN FRANCISCO
1901112 GEN HOS PHS CA 94121

WALG/04231/SF 2690 MISSIONS STREET SAN FRANCISCO
1901112 GEN HOS PHS CA 94110

WALG/01054/SF 3398 MISSION AVE SAN FRANCISCO CA
1901112 GEN HOS PHS 94110

WALG/03849/SF 3400 CESAR CHAVEZ STREET SAN
1901112 GEN HOS PHS FRANCISCO CA 94110
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ATTACHMENT 2 - MEMBER MARKUP AND COMMITMENTS
1. MEMBER MARKUP:

In lieu of any other price reductions available in the Base Agreement, commencing on the Effective Date
for the entire duration of the Agreement Term, City will receive the Member Markup reflected on the
following grid, subject to adjustment for City’s average total monthly Net Purchase Volume and invoice
management practice. This Member Markup shall be adjusted quarterly based upon City’s average total
monthly Net Purchase Volume over the prior calendar quarter. Distributor shall inform City of any
change in the regular course of each quarterly business review meeting.

City’s Average Total Monthly mSoer:?r:i
Weekly S Y I 30 Day
tatement :
Net Purchase Volume Statement Invoice
and 15 Day

. Payment

Invoice

Payment

o

QD

I <
|

nd

c. all MPB products will be priced in accordance with the Plasma Product Distribution Agreement
between MPB and GPO effective May 1, 2015 (as may be amended, modified, supplemented,
renewed, replaced, restated or extended, the “MPB Agreement”), and not the Addendum Member
Markup.

d. For purposes of clarification, (a) MPB will pay administrative fees on MPB products as provided
in the MPB Agreement; and (b) Distributor will continue to pay GPO Administrative Fees on all
Products, including drop ship products, as provided in the Base Agreement. Notwithstanding

8
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e. For the avoidance of doubt, Distributor will pay Administrative Fees to the GPO as set forth in
the Base Agreement.

2. MINIMUM COMMITMENTS:

The Member Markup is conditioned upon City maintaining, and City agrees to and shall maintain, the
following minimum commitments (“Minimum Commitments™). If City fails to meet the Minimum
Commitments during any calendar quarter during the Agreement Term, in addition to other remedies
herein, Distributor will have the right to open negotiations to reasonably adjust the Member Markup
matrix. As soon as practicable after receipt of such markup adjustment request by City, Distributor and
City shall meet and begin good faith negotiations. If, at the end of the sixty (60) days following receipt of
the adjustment request by City, Distributor and City have been unable to agree on satisfactory pricing,
minimum commitments, and/or other terms, Distributor shall have the right to terminate for breach in
accordance with Article 8 of the Agreement and/or the right to reprice.

a. a minimum monthly Net purchase volume
I (- Purchse volume )

b. a minimum Net purchase ratio of generic Rx Product purchases to Rx Product purchases l

c. a minimum Net purchase ratio

d. for non-340B accounts, participate in the automatic substitution program for Products ordered
through the McKesson OneStop Generics™ non-injectable generics program for GPO.

3. PAYMENT TERMS:

The above listed payment terms, as more fully described in Attachment 3 herein, will be made available
to City so long as justified under Distributor’s general credit policies. City may elect to move to another
payment term by providing written notice to Distributor. Distributor reserves the right to adjust pricing to
the corresponding payment term that most closely matches City’s demonstrated payment history by
providing notice to City. Any price change that increases the GMP must be by Formal Amendment in
accordance with Section 3.3.1 of the Agreement.

4. CSOS MARKUP:

In the event City elects not to remit orders for Schedule 11 Products using Distributor’s electronic
controlled substance ordering system (CSOS), Distributor shall INCREASE the Member Markup by
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5. DELIVERY FREQUENCY:

The Member Markup is conditioned upon each Facility receiving no more than the number of scheduled
deliveries per week set forth on Attachment 1, excluding Sundays or holidays.

6. REBATES/DISCOUNTS.

a.

b. Rebate Earning and Payment. Each rebate in this Agreement shall be paid via credit memo
(unless Distributor and City agree to a different manner of payment) no later than thirty (30) days
following the end of the period in which such rebate is earned. Monthly and quarterly rebates
shall be paid on a calendar basis, prorated for any partial periods. Not-to-exceed amounts will
be prorated for any partial periods. Rebates that are subject to a not-to-exceed (“NTE”) amount
terminate when the NTE amount is earned and McKesson shall have no liability for payment of
any amount in excess of the NTE amount.

7. CONDITION FOR REBATES/DISCOUNTS:

To qualify for the rebates and discounts in this Agreement, City and Facilities must meet the Minimum
Commitments throughout the Agreement Term. In the event of any default or breach by City or any Facility
of its obligations under this Agreement, such Facility’s (or Facilities’) eligibility for the rebates and
discounts in this Agreement may be suspended, upon Distributor’s notice (verbal or via email) to City
and/or Facility(ies), until such time as City and/or Facility(ies) cure such default or breach. In the event of
termination of this Agreement by any party for any reason whatsoever during the Agreement Term hereof,
City and Facilities’ eligibility for rebates and discounts shall immediately cease (for the avoidance of doubt,
Distributor’s obligation to pay any rebate earned prior to such termination would survive). For purposes of
clarification, nothing herein shall obligate City to pay back any discounts or rebates received from
Distributor under this Agreement.

8. DISTRIBUTOR’S DUTIES:

Distributor shall provide Services with respect to the purchasing and re-selling of Products to City, as
required by the Base Agreement.

9. CLASS OF TRADE:
Distributor shall abide by the City’s GPO class of trade designation.
10. DEFINITION OF COST; MEMBER MARKUP:

a. In General. Except as set forth herein or as otherwise agreed by City and Distributor, Distributor
shall invoice City for purchases of Products at Cost (as defined below) plus the Member Markup
(as defined above) determined based on certain criteria applicable to City; additionally, the
criteria includes, without limitation, the payment terms ("City Payment Terms") as defined in
Attachment 3 hereto.

10
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11. PRODUCT SUPPLY:

a. Distribution Centers. Distributor may have multiple warehouses, or distribution centers, in
different geographic locations (each, a "DC") and shall assign City that purchases Products and/or
Services under this Agreement to a primary DC. Thereafter, Distributor shall provide City with
at least ninety (90) days' prior written notice before assigning City to a different primary DC.

i. Product Warehousing. Distributor shall warehouse, at its own expense, such quantities

of Products as Distributor reasonably determines are necessary to satisfy the City’s
purchasing requirements. Distributor’s determination of such purchasing requirements
shall be based on City’s purchasing history, as well as the estimated monthly usage
data that City provides to Distributor with all Product stocking requests;

Distributor shall provide City with a written
procedure or an electronic application for City’s Product stocking requests. Subject to
availability and supplier lead times, and, for new suppliers, subject to time for
submitting and processing applications and loading data, Distributor shall place
Products in stock at DCs within ten (10) business days of the date of City’s request or
the date of receipt of GPO’s notification of newly awarded generic products that either
replace existing GPO Contract Products or are in addition to newly awarded generic
Products.

ii. Approval of Suppliers. Distributor's Product warehousing obligations pursuant to this
Section are subject to applicable suppliers' meeting Distributor's reasonable standards
and other criteria pertinent to Distributor's business, such as credit worthiness, liability
insurance, good standing with Federal regulatory agencies such as the federal Food and
Drug Administration ("FDA") and the Federal Drug Enforcement Administration.

b. Scheduled Deliveries. Distributor shall deliver Products to City F.O.B. destination, freight
prepaid and absorbed, except as otherwise set forth below, Monday through Friday (and Saturday,
if applicable), but shall not deliver Products on Sundays or holidays. Distributor shall provide City
with an order delivery time window that meets City’s reasonable needs. Distributor shall
communicate to the City in a timely manner any changes or delays to the delivery time window
and in all cases use commercially reasonable efforts to make each delivery during the regularly
scheduled time window
Distributor shall make scheduled deliveries in boxes or clean, reusable totes, using Distributor's
own transportation vehicles, contracted third party couriers, or common carriers. During the
transportation of any Controlled Substance (as defined herein), Distributor shall take all reasonable
efforts to ensure the safety and quality of such Controlled Substance as required and communicated
to Distributor by the Supplier of such Controlled Substance. Distributor shall deliver temperature-
sensitive Products in insulated containers capable of maintaining the appropriate temperature
during transport.

12
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c. Order Transmission Deadlines. Distributor's order transmission deadlines for City shall be
no earlier than 7:00 p.m. PST Sunday through Thursday for next day Product delivery.
Distributor's order transmission deadline on Friday shall be no earlier than 4:00 p.m. PST for
delivery on Saturday for those members that receive Saturday deliveries.

d. Emergency Deliveries. Included as part of City's payment for Products and/or Services
hereunder, City may receive Emergency Deliveries per month, per City location
with average net monthly purchases in excess of- per month (e.g., if City’s inpatient
pharmacy is separate from City's outpatient pharmacy, each location shall be entitled to four (4)
Emergency Deliveries per month). The Emergency Deliveries provided to City location can be
used only by the account number for that location and cannot be used by any other account
numbers, even for accounts in the same IDN. For purposes of this Section, an "Emergency
Delivery" is defined as any of the following:

i. Weekend or holiday delivery (unless such delivery is a scheduled delivery for City);

ii. City contacting DC on a business day, and needing a Product delivered to City's
pharmacy prior to the next scheduled delivery on an urgent basis;

iii. City contacting DC on a business day, but after order transmission deadline, to add on
a Product or adjust Product quantity; or

iv. Overnight shipment of Product, excluding Product that requires overnight shipping (e.g.,
refrigerated or frozen Product), from a DC in Distributor's network, but not City’s
assigned primary DC.

Beginning with the Emergency Delivery in a given month for a given City location,
Distributor may charge City no more than per occurrence. "Will-call” orders
picked up by City during normal daytime business hours shall not be considered Emergency
Deliveries and shall not count towards the Emergency Deliveries per month that are
included as part of each City's payment for Products and/or Services hereunder. In the case of
any Emergency Delivery that results in Distributo

the City will have the unilateral right to terminate
13
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this Agreement with thirty (30) days written notice for breach. During the thirty (30) day notice
period, City may establish a relationship with another distributor to reasonably satisfy its
pharmacy needs, and such relationship may cause Distributor to lose “Prime Vendor” status with
the City. In this event, Distributor may not increase the applicable Member Markup or in any
other way take away financial incentives or impose new fees on City as a result of losing the
Prime Vendor status.

1. As a measurement of Distributor’s performance under this Agreement, Distributor
shall calculate a monthly Adjusted Fill Rate for City. Minimum Adjusted Fill
Rates shall only apply if City (i) purchases at least per month of Products,
(ii) has purchased from Distributor for longer than thirty (30) days, (iii) is utilizing
Distributor as its primary distributor of Products and/or provider of Services; and
(iv) is in full compliance with the requirements of Section 2C(Purchasing
Commitments) of the Base Agreement.

I—
hl
I
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f. Product Compliance/Quality.

i. Product Compliance: Distributor represents and warrants as follows, which
representations and warranties shall survive the expiration or earlier termination of this
Agreement:

a. The Products shall be distributed and sold by Distributor in
compliance with applicable Federal, state and local laws; and

b. Distributor represents and warrants Distributor's Private Label
Products against defects in design and manufacturing. Furthermore, as
of the date of delivery to City, Distributor's Private Label Products
shall not be adulterated or misbranded within the meaning of the
Federal Food, Drug and Cosmetic Act, as amended, nor shall any
Distributor's Private Label Products violate any applicable law,
ordinance, rule, regulation or order.

c. From the time of Distributor’s receipt of Products from the applicable
supplier to the date of delivery to the City, Products shall not be
adulterated or misbranded by Distributor within the meaning of the
Federal Food, Drug and Cosmetic Act, as amended.

ii. Product Condition. Unless otherwise agreed upon by City, all Products shall be new
and shall not be delivered to City if expired unless City accepts delivery after receiving
prior notice from Distributor (which notice may be through Distributor's McKesson
Connect or any subsequent online ordering system) of the condition of such Products.

iii. Product Shelf Life. Distributor shall deliver Products to City at least six (6) months
prior to the expiration date of such Products. Distributor shall use its best efforts to
deliver Products with the longest possible shelf life and the latest possible expiration
dates. In the event that the only Product available is within six (6) months of its
expiration date, Distributor shall notify City in writing of such dating. Upon receiving
such notice, an City may choose whether to accept any such Product.

iv. Product Integrity; Source of Products. Distributor shall purchase all (i) Products
(except for OTC Products) distributed and sold to City pursuant to this Agreement
directly from the applicable manufacturer or the applicable manufacturer's exclusive
distributor (as such terms are defined under the Drug Supply Chain Security Act),
and (ii) all over-the-counter ("OTC") Products distributed and sold to City pursuant
to this Agreement directly from the applicable manufacturer or from a distributor(s)
approved by the applicable manufacturer. Nothing in this Agreement restricts a third-
party logistics provider from providing Pharmaceutical Products to Distributor on
behalf of either the manufacturer or the exclusive distributor, or a re-packager who
purchased direct from the manufacturer or the exclusive distributor from providing
Pharmaceutical Products to Distributor. Distributor reserves the right to exclude any
of the above entities that Distributor in its sole discretion determines is a gray market
distributor.

v. Pass Through of Warranties, Representations, and Indemnity Obligations.
Distributor shall pass through to City any representations, warranties and rights and
claims to defense and indemnity made by each supplier of a Product (including
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representations, warranties and rights and claims to defense and indemnity, relating to
intellectual property, product liability or negligence) with respect to such Product, to the
fullest extent permitted to be passed through by supplier. Nothing herein limits or
obviates any right or remedies Distributor may have under its agreements with such
suppliers. Furthermore, Distributor represents and warrants that it will make
commercially reasonable efforts to (i) cooperate with all requests made by City to enforce
such representations, warranties and rights and claims to defense and indemnity against
such manufacturers and (ii) obtain consents from the manufacturers in passing through
to the GPO and City such representations, warranties, and rights to defense and
indemnification.

vi. Distributor will not knowingly ship a Product for which it has received notice of recall.

g. Force Majeure. Notwithstanding anything in this Agreement to the contrary, Distributor shall
be excused from the performance of its obligations under this Agreement if, and for so long as,
and only to the extent that, the non-performance of such obligations occurs by reason of any act
of God, including but not limited to fire, flood, storm, earthquake, epidemic or natural disaster,
or by reason of war, terrorism or national emergency and only to the extent such failure or delay
in performance is not caused by Distributor's own fault or negligence (“Force Majeure"),
provided that Distributor shall use commercially reasonable efforts to minimize the effects of the
Force Majeure and resume performance. If such Force Majeure occurs unabated for a period of
thirty (30) days or longer, the City may terminate this Agreement upon five (5) days written
notice to Distributor. In addition, Distributor hereby agrees to use commercially reasonable
efforts to deliver pharmaceutical products to City despite labor disputes, including delivering
across picket lines and delivering to alternate delivery points; provided such activity does not put
Distributor's employees', representatives’, agents' or contractors' safety at risk.

12. ORDERING:

a. Distributor's Ordering Technology. Included as part of City's payment for Products and/or
Services hereunder, Distributor shall provide City the option to use the following systems to
create, manage and transmit orders to Distributor:

I. Over-the-phone order taking capabilities; and

ii. Mobile Manager 25 or similar hand-held, over-the-phone transmission device
with a bar code scanning capability; and

iii. A secure internet-based ordering application; and

iv. Exchange of standard Electronic Data Interchange ("EDI") transactions for ordering,
order confirmation, and catalog creation and maintenance. For members that elect to
use EDI to order from Distributor, City shall be responsible for all costs associated
with equipping their facilities with EDI-capable software; provided, however, that
Distributor shall not impose any fees on City as a result of using EDI as their ordering
transmission method.

b. Purchase Orders. Distributor shall accept City’s orders, order supplements and order
modifications on purchase orders delivered to Distributor via facsimile, telephone, or hard copy,
through the preferred method of electronic order transmission using EDI through Distributor-
provided technology as described in Attachment 2, Section 12(a) (Distributor's Ordering
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Technology), or through such other electronic method acceptable to Distributor. Such orders shall
not add to, modify, or vary the terms of this Agreement. Distributor's ordering technology shall
accommodate City’s alphanumeric purchase order number.

¢. Product Substitution. Distributor shall have no unilateral right to substitute other products for
any Product ordered except that Distributor may automatically enroll City into GPO’s generics
automatic substitution program as set forth in Attachment 6. For clarity, City may opt out of
automatic substitution program.

d. Order Confirmation.

i.  Within twenty (20) minutes of City’s order transmission, Distributor shall provide
electronic confirmation of the transmitted order. The confirmation is an inventory
commitment and shall include the following data: list of all Products ordered,
guantity ordered, quantity to be shipped, reasons for Product unavailability, Product
description, Product National Drug Code ("NDC™) number, Distributor's Product
number, invoice price per Product, each Product's extended invoice price for quantity
committed, total invoice price for the order, contract type description for each
Product, and City’s purchase order number. Contract type description examples
include GPO contract, local or individual contract, and Distributor back-up contract.

ii. In the event that City is limited to Mobile Manager 25 or other similar hand-held
order technology, as its method of order transmission, Distributor shall provide order
confirmation via purchase order print back at its own expense.

13. INVOICES:

a. Invoice Information. In addition to a packing slip, an invoice shall accompany each delivery of
Products from Distributor or be made available through Distributor's web-based ordering system;
provided, however, that for any order for which the delivery location is not the same as the City’s
location, shipping documentation may instead accompany such delivery instead of an invoice. Each
invoice shall contain the price confirmed by Distributor at the time of City's order confirmation.
For purposes of clarification, the price for a Product shall be locked in at the time of the order
confirmation. Additionally, all invoices shall include, at a minimum, the following information
(as applicable): invoice date, list of all Products ordered, Product quantity ordered, Product
quantity shipped, reasons for Product unavailability, Product description (including supplier's
name), Product number, Distributor's Product number, price per Product, each Product's extended
price for quantity shipped, total price for the invoice (as set forth above), contract indicator for
each Product, indications if Products are prescription, Controlled Substance (as defined herein),
or non-prescription, City’s purchase order number, Distributor's shipping address and shipping
location's DEA number, Distributor invoice number or other applicable tracking number, and the
payment due date. Distributor shall also provide members with the option of including the Global
Location Number ("GLN") and Global Trade Identification Number ("GTIN") for each Product
on an invoice, provided that City has provided such GLN and/or GTIN to Distributor in a format
acceptable to Distributor. Distributor will separately invoice Controlled Substances (as defined
herein).

b. Electronic Invoicing. At City’s election, Distributor shall invoice City electronically by using
a standard EDI format or a customized format mutually agreed upon by City and Distributor.
Distributor shall not charge City for such electronic invoicing.
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c. Sales Taxes. Sales taxes levied by any competent jurisdiction in which City or Distributor is
located, based upon the transactions covered by this Agreement shall be passed on to the City by
including a line item for the sales tax in the charge for the taxed Product and is also included in
the Guaranteed Maximum Price.

d. Drop Shipment Invoice Services. “Drop Shipments” are Products shipped from the supplier
directly to City but invoiced to Distributor for the purpose of billing City. Upon request of City
and with permission of the supplier and Distributor, Distributor shall provide invoices to City for
Drop Shipments. Drop Shipments shall be invoiced at Cost plus any freight handling fee or other
charge imposed by the supplier, without any Member Markup, and no additional fees will apply
to the City for such Drop Shipments. In the event (i) Distributor no longer carries a Product in
City’s DC, (ii) an entity affiliated with Distributor has become the shipper of a Product that was
previously shipped by Distributor solely as a result of a voluntary decision by Distributor and not
due to any action or request of a supplier, or (iii) a Product is temporarily out of stock (other than
due to the supplier's inability to provide such Product) at City’s DC, and, with respect to sub (i)
and sub (iii) above, in each case such Product is carried by Distributor at another DC, the
applicable City may obtain a Drop Shipment from the supplier. In such an event, Distributor shall
(1) with respect to sub (i) and sub (iii) above, without exception invoice these Drop Shipments at
Cost plus the applicable Member Markup, and (2) with respect to sub (ii) above, Distributor will
ensure that the affected City is made whole for the difference between the Product's cost (as
charged by Distributor's affiliate) and the applicable Member Markup that would have been paid
hereunder by the City for such Product, but for Distributor's voluntary decision. All Drop
Shipments, including plasma Products and other purchases pursuant to this subsection, invoiced
by the Distributor shall be added to the City's total purchase volume for the purposes of slotting
the City in the Member Markup.

e. Invoice Corrections.

I. Denied Chargebacks. “Denied Chargebacks” are invoices to City resulting
from chargebacks for Products provided to City under applicable supplier agreements
that are ultimately uncollectible from supplier despite Distributor's good faith efforts to
collect from supplier. City shall not be responsible for any Denied Chargebacks dated
later than sixty (60) days from an applicable Product's original invoice date.

ii. Overcharges and Undercharges. Distributor shall thoroughly research City-
reported price overcharges and any undercharges and shall use commercially
reasonable efforts to respond to City with findings within five (5) business days of
receipt of such report. Subject to supplier approval, if City was overcharged or
undercharged as reported by City for a Contract Product, Distributor shall promptly
either credit or, in its discretion, charge the City for the difference or credit the entire
original purchase and deliver to City a revised invoice stating the correct contract
price ("Billing Correction”). Distributor shall make Billing Corrections of which it
is aware regardless of whether the City reported an overcharge.

iii. Non-Contract Product Undercharges. Distributor shall research any City-reported
undercharges and respond to City within ten (10) business days of the request. In
addition, if Distributor discovers a price undercharge for a Non-Contract Product,
Distributor shall promptly contact the affected City. City shall be responsible for
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any Billing Correction issued by Distributor to correct Non-Contract Product
undercharges, provided that such Billing Correction is invoiced no later than sixty
(60) days from the Product's original invoice date.

14. ADDITIONAL REQUIREMENTS:

a. Return of Products. City has the right to return Products to Distributor in accordance with the
terms set forth in Attachment 4 attached hereto.

b. Product Recalls. If Distributor is made aware of a Product recall impacting Products distributed
to City by Distributor, Distributor shall provide written notice to City thereof within one (1)
business day after Distributor has received confirmation of the relevant details of such recall from
the applicable supplier (which notice, may be made electronically through Distributor's McKesson
Connect or any subsequent online ordering system). This Section does not apply to recalls that are
only at the wholesale level.

c. Notice of Temporary Service Interruptions. Distributor shall give City thirty (30) days' prior
written notice of Distributor's intent to perform a physical inventory or any other scheduled or
anticipated activity that may negatively impact delivery times or customer service capabilities.

d. Disaster Response Plan. Distributor shall adhere to the terms of its disaster response plan a
summary of which is attached hereto as Attachment 7, as revised from time to time as mutually
agreed by the Parties. (“Disaster Response Plan”).

15. DISTRIBUTOR SALES REPRESENTATIVES AND CUSTOMER SERVICE:

a. Distributor Sales Representatives. Distributor shall assign a sales representative to serve as
City’s primary liaison to Distributor. Distributor's sales representatives shall provide on-site City
staff training with respect to Distributor's technology and programs, optimal pharmacy
purchasing and inventory management methodology, timely follow-up and effective problem-
solving in response to City requests. Distributor's sales representative should be generally
knowledgeable about Distributor's business and the pharmaceutical products industry and make
on-site visits to City no less frequently than once per month unless otherwise requested by City.
In addition to normally scheduled sales calls, Distributor's sales representatives shall schedule
and conduct quarterly business reviews with City's pharmacy management and pharmacy
purchasing staff, the occurrence of which shall depend on the City participating. Distributor
shall establish a specific timetable for sales calls by sales representatives to satisfy the needs of
the City.

b. Vendor Credentialing. Distributor shall consult with City to identify City’s policies relating to
access to facilities and personnel. Distributor agrees to comply with City’s policies and
procedures regarding access to facilities and personnel, including without limitation policies
relating to vendor registration and credentialing to the extent they are not inconsistent with
Distributor's employee policies, including its code of conduct. In the event there is an
inconsistency between City’s policies and Distributor's policies that would affect Distributor's
access to City's facilities, Distributor shall consult with City with respect to the conflict in an
effort to come to a reasonable resolution. Before visiting any ZSFG facilities, it is required that
a HCIR create a profile with “VendorMate.” VendorMate is the company that manages the
credentialing process of policy 16.27 for SFGH. For questions, or to register as a HCIR please
contact the Director of Materials Management, or designee (during normal business hours) at
(415) 206-5315 or sign on to https://sfdph.vendormate.com for details.
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c. Distributor Customer Service. Distributor shall provide telephone customer service to
promptly respond to City's routine questions and issues during normal business hours. Distributor
shall adequately train its telephone customer service agents in Distributor's operations, pharmacy
purchasing, price verification research, and inventory supply research policies and procedures.
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ATTACHMENT 3 - CITY PAYMENT TERMS

For all payment plans, the funds must be received by the Distributor at the designated remittance address
on or before the dates due. Payments due on Saturday shall be due on the preceding Friday. Payments due
on a Sunday shall be due on the following Monday. Payments due on a holiday shall be due on the preceding
business day except when the holiday falls on a Monday. In that instance, payments shall be due on the
following business day.

In the event City chooses to utilize an electronic payment program or card-based platform for the payment
of Products ("E-Payable Program™), the Distributor shall participate in City's E-Payable Program, will offer
its full and timely cooperation in assisting City, or its designate, to make such E-Payable Program operate
successfully, and shall not impose any additional fees, costs, penalties, surcharges or other charges to City
based upon E-Payable Program utilization.

a. Late Payment Charges. Any service charges on past due amounts will accrue only on the unpaid
balance of undisputed amounts at a daily rate not to exceed [[fj per month (] Annual
Percentage Rate). At the City’s request, Distributor may waive late payment charges acting in its
sole discretion.

b. Disputed Invoices. Should the City dispute an invoice in good faith, City may report the issue
to Distributor within thirty (30) business days of invoice date. Distributor shall promptly research
the disputed invoice and City and Distributor shall use good faith to resolve the dispute. Disputed
invoices are not subject to late fees or penalties during the resolution of the dispute. Upon resolution
of such dispute, late fees or penalties applicable may be applied if City was not justified in disputing
the applicable item(s) on invoice.

C. Revocation of Credit Privileges. Notwithstanding any other provision of the Agreement,
should City have an excessive late payment history or a substantial past due balance, Distributor
shall notify GPO and City in writing of the problem prior to Distributor removing City's credit
privileges. If Distributor rescinds City's credit privileges, the City shall be entitled to continue to
purchase Products and Services from Distributor on a C.O.D. basis.

d. Set-Off. Distributor shall set off any amount owing at any time from City against any amount
payable at any time by Distributor to City (i.e., credits-on-account as set forth in the Agreement
shall be deducted from amounts due before calculating any late payment penalties owed by the
City).

The following payment terms will be made available to City so long as justified under Distributor's general
credit policies. The City may elect to move to another payment term by providing written notice to the
Distributor. Distributor reserves the right to adjust pricing to the term that most closely matches City’s
demonstrated payment history.

REGULAR PAYMENT TERMS

PAYMENT TERMS BEYOND THE TERMS STATED HEREIN SHALL BE NEGOTIATED
BETWEEN THE CITY AND THE DISTRIBUTOR and Distributor will disclose the terms to GPO during
the reporting process set forth in the Base Agreement.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

1. WEEKLY STATEMENT PAYMENT

2. 15-DAY INVOICE PAYMENT

3. SEMI-MONTHLY STATEMENT PAYMENT

4. MONTHLY STATEMENT PAYMENT

5. PAYMENT UPON DELIVERY (C.0.D.)

Subject to Attachment 3, Section (c) (Revocation of Credit Privileges) above.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS
ATTACHMENT 4 - PRODUCT RETURN POLICY
1. RETURNED GOODS

Subject to any separate policy and/or terms and conditions for returned goods adopted by Distributor for
purposes of complying with any applicable federal and/or state law, rule or regulation (including without
limitation laws, rules and regulations of the State of Florida), Distributor will process returned goods for
items purchased by City from Distributor, in accordance with Distributor’s Returned Goods Policy (which
is subject to change by Distributor, effective on thirty (30) days’ prior notice to City, as follows:

2. DEFINITIONS

(a) Saleable Products shall include the following:

1) Products are determined saleable by Distributor based on the ability to resell the item without
special handling, refurbishing or other expense; or

2) Saleable Products must have dating of current month plus six (6) months remaining until
expiration. Exceptions to this dating policy are:

A) Refrigerated and other temperature-controlled Products; or

B) Products deemed permanently short-dated by Distributor and
manufacturers/vendors.

In the above-specified instance as set forth in Subsection (a)(2)(B) above, City shall be permitted to return the
Products with current month plus three (3) months remaining until expiration.

(b) Unsaleable Products:

1) Products with less than current month plus six (6) months remaining until expiration (except
as otherwise provided in Subsection (1)(a));

2) Torn or damaged packaging;

3) Labels attached (prescription or price sticker);
4) Soiled, stained or worn;

5) Safety or security seals not intact; or

6) Prescription Products returned to Distributor that does not include City’s signature on the
returns authorization form to assure that such Products have been stored and protected under
proper conditions specified by the manufacturer/vendor.

Distributor reserves the right to determine whether Products are Saleable or Unsaleable on inspection
of the returned item.

3. PRODUCTS AUTHORIZED FOR RETURN TO DISTRIBUTOR

City must provide signed verification certifying that proper conditions for storage, handling and shipping
have been maintained for all Products returned to Distributor.

a) Saleable and Unsaleable Products that were purchased from Distributor unless otherwise blocked
for return (determined by manufacturer/vendor or Distributor);

b) If prescription (“Rx™) Products, City has attested that each specific unit of returned Rx Products
was purchased from Distributor and that the conditions specified by the manufacturer/vendor for
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

b)

c)
d)

f)
9)
h)

UNDER PUBLIC RECORDS LAWS

storage, protection, handling, and shipping have been maintained at all times. Returned Rx
Products must also include the original invoice number in order to be Saleable, in compliance with
the Drug Supply Chain Security Act.

Unsaleable Products purchased from Distributor which can be returned by Distributor to the
manufacturer/vendor according to their policy;

Distributor Private Label Merchandise (Valu-Rite®, Health Mart®, Sunmark®, etc); and

Manufacturer/vendor recall or market withdrawal in original manufacturer containers. Authorized
returns of partials require City to include pill counts, NDC expiration date and lot number for any
Products not returned in its original manufacturer container.

EXCLUDED MERCHANDISE:

Products not purchased from Distributor;

Products not physically carried by Distributor;

Products not eligible for return to the manufacturer/vendor or deemed collectible by Distributor;
Saleable Products returned that do not meet proper storage conditions;

Unsaleable returns on City’s or its buying group’s private label Products;

Products not in their original container;

Overbagged or “robot-ready” Products;

Products requiring refrigeration except for Products shipped by Distributor in error or received
damaged;

Repackaged Products that have less than nine (9) months dating or are defined as Unsaleable
Products;

ScanPakTM Unit Dose and ScanPakTM Multi Dose Products that have less than nine (9) months
dating or are defined as Unsaleable Products;

Products discontinued by manufacturer/vendor and no longer stocked by Distributor;
Controlled Substances containing hazardous materials;

Partial bottles, liquids and other containers except for recalls of Products other than Controlled
Substances;

Schedule Il Controlled Substances will be evaluated on individual return requests;
Products damaged or defaced at the City facility location or on the shelf; and

Home Healthcare Hub Products unless said Products were received damaged by City from
Distributor or said Products have been recalled/withdrawn by the manufacturer/vendor.

PRODUCT SHORTAGES AND MISPICKS

Distributor will provide credit for Product shortages and mispicks, provided that (x) City provides
Distributor the applicable invoice number and (y) any claim is submitted within five (5) business days
of the original invoice date. Claims filed after five (5) business days will not be considered.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
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6. CREDITS ISSUED

Distributor will provide the following credit based on the pricing rules outlined below in Subsection (6) as
calculated from invoice date to credit request date:

Saleable ]
I
Received  Damagedj
or Short-dated
I

if and to the extent Distributor
recovers an equal percent from the
manufacturer/vendor.

Recall*

Unsaleable Products if and to the extent Distributor
Eligible for Return to recovers an equal percent from the
Distributor* manufacturer/vendor.

* Notwithstanding anything in this Agreement to the contrary, with regard to Unsaleable Products, recalls,
market withdrawals and any other manufacturer/vendor initiated returns (collectively, "Unsaleable and
Recalled Merchandise™), in the event a pharmaceutical manufacturer/vendor fails for any reason to pay
Distributor for the cost of or any amounts due with respect to any Unsaleable or Recalled Merchandise returned
to Distributor by City or City’s agent, City agrees that City will be responsible for the collection of any unpaid
monies due from the manufacturer/vendor, and shall fully reimburse Distributor for any credits or other forms
of advance, including deductions, that have already been paid to or received by City for such Unsaleable or
Recalled Merchandise.

7. CITY ELIGIBILITY

Distributor reserves the right to designate if the Products returned by City are eligible for return, and
to determine the appropriate percentage of credit to be provided.

8. PRICING ON RECALLED AND RETURNED GOODS

Distributor will use the invoice price when City provides a valid invoice number.

If no invoice number is provided, the lowest price determined under the following pricing rules will

apply:

(@) City will be credited the contract price for Products which are Contract Products on the date that
return authorization is created.

(b) City will be credited a weighted average price based on City’s past twelve (12) month purchase
history for Non-Contract Rx/OTC Products.

(c) City will be credited the lowest price paid by City over the past twelve (12) months for Non-
Contract Generics Products.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
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(d) City will be credited the manufacturer's/vendor's published acquisition cost (exclusive of cash
discounts) on the date of the return authorization for Non-Contract Products purchased more than
twelve (12) months prior to the date the return authorization is created.

Any handling charges will apply where appropriate to the determined price.

Final credit will be issued based on the condition and timing of the returned goods to Distributor.
9. NOTIFICATION OF CHANGES

Distributor reserves the right to change the above stated Returned Goods Policy at any time with
thirty (30) days’ notification to City, including without limitation implementing modifications
required to meet applicable federal and/or state laws, rules and regulations, FDA and other regulatory
guidelines, and any additional restrictions applicable to returned Products.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

UNDER PUBLIC RECORDS LAWS

ATTACHMENT 5 - DISTRIBUTOR’S CUSTOMER-FACING MANAGEMENT REPORTING

SYSTEM CAPABILITIES

This Exhibit sets forth the minimum specifications required for purchase history and management
reporting systems that shall be provided by Distributor (**Reporting Systems'").

1. Distributor's Reporting Systems shall include a minimum twenty-four (24) months of City's
purchase history, detailed by month, to include actual prices paid, quantities purchased, and
quantities returned or credited, contract type indicator (e.g., GPO, individual, etc.) and Product
description.

2. The Reporting Systems shall include all Products in the Ordering System'’s catalog in addition to
the Products that have purchase history. Such Reporting Systems shall clearly identify and
distinguish Product labels to facilitate such identification. Such Product identification and
distinction shall be obvious to a customer familiar with Distributor's Reporting Systems.

3. The Reporting System shall create reports at the individual facility level and roll up sales history
to summarize sales at the IDN level. City shall be able to define which Distributor account
numbers to combine/include when creating a sales history report.

4. Reserved.

5. The Reporting Systems shall include an advanced report-writing function that City shall be able
to use to create and customize reports as needed. Examples of reports that are available

include:

@ =~ ® o 0o T p

h.

80/20 velocity report

Purchases by Supplier

Purchases by therapeutic class

Purchases by generic name

Controlled substance purchases

Contract priced Product listing, with delineation by contract type

Purchases by Product category, such as: branded vs. generic Product, single source
vs. multiple source Product, Rx vs. non-Rx Product

Purchases by Orange Book bioequivalence codes

6. The Reporting System shall accommodate user-defined query parameters, including time-period of
purchase history and the ability to limit the report by Supplier and contract type. The Reporting
System shall have the capability to generate a purchase history report for all City Net Sales over a
prior twelve (12) month period, including Product NDC, Product description, total units purchased,
current price WITHOUT Member Markup (the price the City would be invoiced WITHOUT
Member Markup if City ordered the Product that day), and current price WITH Member Markup
(the price the City would be invoiced if City ordered the Product that day).

7. Reports shall be viewable on-screen, printed, or downloaded/exported in a standard format that
is easily imported into Microsoft Excel.
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8. City shall be able to access the Reporting Systems via multiple logins to the Reporting Systems,
and each such login shall have a separate password and secure access.
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ATTACHMENT 6 - NON-INJECTABLE GENERICS AUTO-SHIP PROGRAM DESCRIPTION

Non-Injectable Generics Auto-Ship Program Description
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

UNDER PUBLIC RECORDS LAWS

ATTACHMENT 7: DISASTER RESPONSE PLAN

Distributor will submit a comprehensive Disaster Response Plan (substantively addressing the

topics identified below) to City as part of this Agreement.

Planning for an Emergency

. Introduction

I1.  Corporate Objective

I11. Definition of an Emergency

IV. Review Internal Plans and Policies

V.  Establish an Evacuation Procedure

VI. Meet with Community Experts

VII. Identify Specific Codes and Regulations

VIII. Identify critical Products, Operations and Services
IX.  Locate Company Specific Resources for Emergencies
X.  Training

XI. Distribution of the Plan

Procedures during an Emergency

XI1. Procedure for Reporting Emergencies

X111, Procedure for Evaluating Severity of an Emergency
XIV. Emergency Response Team

XV. Communications During an Emergency

XVI. Procedure for Handling Emergencies

XVII. Contacting Outside Service

XVII11. Hazardous Materials

XIX. Evacuation Procedure

XX.  First Aid

Action following an Emergency
XXI. Recovery and Restoration
XXII. Evaluation and Modification of the Plan

Appendixes

Appendix | Persons Qualified to Act as Emergency Coordinators
Appendix 11 Outside Agencies--Emergency Telephone Listing
Appendix 111 Internal Emergency Phone Call List Sample

Appendix IV Evacuation Routes

Appendix V Emergency Assembly Reporting Procedure

Appendix VI Job Descriptions

Appendix VII Persons Responsible for Hazardous Waste Management
Appendix VI Emergency Checklists

Appendix X Guidance for Preparation of Spillage Confirmation Report
Appendix X Business Continuity and Disaster Preparedness Websites
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Appendix B
U.S. PHARMACEUTICAL CALCULATION OF CHARGES

1. Method of Payment

A. Distributor shall submit invoices as set forth in Attachment 3 to Appendix A, and in Section 3.13
above.

2. Program Budget and Final Invoice

A The Program Budget is attached hereto as Appendix B-1: U.S. Pharmaceutical Program Budget.

B. Distributor understands that, of the maximum dollar obligation listed in Section 3.4 of this
Agreement, $32,152,595 is included as a contingency amount and is neither to be used in Program Budget
attached to this Appendix, or available to Distributor without a modification to this Agreement executed in
the same manner as this Agreement or a revision to the Program Budget of this Appendix B, which has
been approved by Contract Administrator. Distributor further understands that no payment of any portion
of this contingency amount will be made unless and until such modification or budget revision has been
fully approved and executed in accordance with applicable City and Department of Public Health laws,
regulations and policies/procedures and certification as to the availability of funds by Controller.
Distributor agrees to fully comply with these laws, regulations, and policies/procedures.

C. Distributor agrees to comply with its Program Budget of this Appendix B in the provision of
Services. Changes to the budget that do not increase or reduce the maximum dollar obligation of the City
are subject to the provisions of the Department of Public Health Policy/Procedure Regarding Contract
Budget Changes. Distributor agrees to comply fully with that policy/procedure.

D. A final closing invoice, clearly marked “FINAL,” shall be submitted no later than forty-five (45)
calendar days following the closing date of the Agreement, and shall include only those Services rendered
during the referenced period of performance. If Services are not invoiced during this period, all unexpended
funding set aside for this Agreement will revert to City. City’s final reimbursement to the Distributor at
the close of the Agreement period shall be adjusted to conform to actual units certified multiplied by the
unit rates identified in the Program Budget attached hereto, and shall not exceed the total amount authorized
and certified for this Agreement.

3. No invoices for Services provided by law firms or attorneys, including, without limitation, as
subcontractors of Distributor, will be paid unless the provider received advance written approval from the
City Attorney.
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Appendix B-1 Budget

Line # Departmental Unit FY 19 20 FY 2021 FY 21 22 FY 22 23 FY 23 24 Budgeted Amount

11/1/2019 - 7/1/2020 - 7/1/2021 - 7/1/2022 - 7/1/2023 -

6/30/2020 6/30/2021 6/30/2022 6/30/2023 10/31/2023
1 Zuckerberg San Francisco General Hospital $ 13,816,936.00 S 23,212,461.00 S 25,997,956.00 S 29,117,710.00 $ 10,870,612.00 $ 103,015,675.00
2 Laguna Honda Hospital S 8,449,712.00 $ 14,195,5522.00 $ 15,898,984.00 $ 17,806,862.00 S 6,647,895.00 S 62,998,975.00
3 Jail Health Services S 2,164,104.00 S 3,635,703.00 $ 4,071,987.00 $  4,560,625.00 $ 1,702,633.00 S 16,135,052.00
4 Primary Care S 1,396,712.00 $ 2,346,488.00 S 2,628,066.00 S  2,943,433.00 $ 1,098,881.00 S 10,413,580.00
5 Community Behavioral Health S 4,946,664.00 S 8,310,400.00 S 9,307,648.00 $ 10,424,565.00 $ 3,891,837.00 S 36,881,114.00
6 Public Health Division S 426,664.00 S 716,800.00 S 802,816.00 S 899,153.00 $ 335,684.00 $ 3,181,117.00
7 $ 31,200,792.00 $ 52,417,374.00 $ 58,707,457.00 S 65,752,348.00 $ 24,547,542.00 $ 232,625,513.00
8 Sub Total (All Units) $ 232,625,513.00
9 FY 20 21 Pharmaceutical Innovation Initiatives $ 34,395,955.00
10 Subtotal of All Pharmaceuticals $ 267,021,468.00
11 Taxes (Over the Counter) S 150,000.00
12 Sub Total $ 267,171,468.00
13 Contingency $ 32,152,595.00
14 Sub Total $ 299,324,063.00
15 Holdover Amount (Calcualted from the last 12 months of the contract) $82,058,928.00
16 Guaranteed Maximum Cost $ 381,382,991.00

Starting FY 20/21 12% annual increase to account for anticipated drug price inflation.

Line 9: HCV in Jail Health. Funding for such services are subject to budgetary approval. Emerging Specialty Drugs expected to be ready for use on patients over the course

of the Agreement.

Line 11: Only Over the Counter (OTC) Drugs are taxable

Line 15: 25 % of the last 12 months of the contract (9 months of FY 22/23 and 3 months of FY 23/24) will give DPH 1 year of uninterrupted service to find an alternate vendor if needed.
Holdover terms are specificed under section 2.2 of the contract. The holdover period shall be 11/1/2023 - 10/31/2024.



Appendix C
DPH Statement of Work

1. Terms

A. Contract Administrator:

In performing the Services hereunder, Distributor’s designated representative shall report to David
Woods, Contract Administrator for the City, or his / her designee.

B. Reports:

Distributor shall submit written reports on the progress of the Services as reasonably requested by
the City. The format for the content of such reports shall be determined by the City. The timely submission
of all reports may be a necessary and material term and condition of this Agreement. All reports, including
any copies, shall be submitted on recycled paper and printed on double-sided pages to the maximum extent
possible.

For services solicited under a Group Purchasing Organization (GPO) the Distributor shall report
all applicable sales under this agreement to the respective GPO.

C. Evaluation:

Distributor shall participate as reasonably requested with the City, State and/or Federal government
in evaluative studies designed to show the effectiveness of Distributor’s Services. Distributor agrees to meet
the requirements of and participate in such evaluation program and management information systems of
the City.

For contracts for the provision of services at San Francisco General or Laguna Honda Hospital and
Rehabilitation Center, the evaluation program shall include agreed upon performance measures as specified
in the Performance Improvement Plan and Performance Measure Grid which is presented in Attachment 1
to Appendix C. Performance measures are reported annually to the Zuckerberg San Francisco General
performance improvement committees (PIPS and Quality Council) or the to the Administration Office of
Laguna Honda Hospital and Rehabilitation Center.

The City agrees that any final written reports generated through the evaluation program shall be
made available to Distributor within thirty (30) working days. Distributor may submit a written response
within thirty working days of receipt of any evaluation report and such response will become part of the
official report.

D. Possession of Licenses/Permits:

Distributor shall possess all licenses and/or permits required by the laws and regulations of the
United States, the State of California, and the City to provide the Services. Failure to maintain these licenses
and permits may constitute a material breach of this Agreement.

E. Adequate Resources:

Distributor agrees that it has secured or shall secure at its own expense all persons, employees and
equipment required to perform the Services required under this Agreement, and that all such Services shall
be performed by Distributor, or under Distributor’s supervision, by persons authorized by law to perform
such Services.

F. Infection Control, Health and Safety:

Q) Distributor must have a Bloodborne Pathogen (BBP) Exposure Control plan as defined in the
California Code of Regulations, Title 8, Section 5193, Bloodborne Pathogens
(http://www.dir.ca.gov/title8/5193.html), and demonstrate compliance with all requirements including, but
not limited to, exposure determination, training, immunization, use of personal protective equipment and
safe needle devices, maintenance of a sharps injury log, post-exposure medical evaluations, and
recordkeeping.

2 Distributor is responsible for site conditions, equipment, health and safety of their employees, and
all other persons who work or visit the job site.
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3 Distributor shall assume liability for any and all work-related injuries/illnesses including infectious
exposures such as BBP and TB and demonstrate appropriate policies and procedures for reporting such
events and providing appropriate post-exposure medical management as required by State workers'
compensation laws and regulations.

(@) Distributor shall comply with all applicable Cal-OSHA standards including maintenance of the
OSHA 300 Log of Work-Related Injuries and IlInesses.

(5) Distributor assumes responsibility for procuring all medical equipment and supplies for use by their
staff, including safe needle devices, and provides and documents all appropriate training.

(6) Distributor shall demonstrate compliance with all state and local regulations with regard to handling
and disposing of medical waste.

G. RESERVED.

H. Acknowledgment of Funding: Reserved.

. Hospital Policy 16.27:

It is the policy of Zuckerberg San Francisco General (ZSFG) to provide quality patient care and
trauma services with compassion and respect, while maintaining patient privacy and safety. ZSFG is
committed to providing reasonable opportunities for Health Care Industry Representatives (HCIRS),
external representatives/vendors, to present and demonstrate their products and/or services to the
appropriate ZSFG personnel. However, the primary objective of ZSFG is patient care and it is therefore
necessary for all HCIRs to follow guidelines that protect patient rights and the vendor relationship.
Therefore, all HCIR's that will come onto the campus of Zuckerberg San Francisco General Hospital must
comply with Hospital Policy 16.27 "PRODUCT EVALUATION AND PHARMACEUTICAL
SERVICES: GUIDELINES FOR SALES PERSONNEL, HEALTHCARE INDUSTRY
REPRESENTATIVES, AND PHARMACEUTICAL COMPANY REPRESENTATIVES"

2. Description of Services

Distributor agrees to perform the following Services:

All written Deliverables, including any copies, shall be submitted on recycled paper and printed on double-
sided pages to the maximum extent possible.

Detailed description(s) of services are listed in Appendix A, Pharmacy Distribution Services Supply
Agreement.
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Attachment 1 to Appendix C

PERFORMANCE IMPROVEMENT PLAN
AND PERFORMANCE MEASURE GRID

Contract Services

AIM: All ZSFG services provided through contractual agreement are provided safely and effectively for
patient care and support services, annually.

Distributor Name

Services Provided

Measure Name

Metric
(What data is being
collected?)

McKesson Corporation

Pharmacy Distribution
Services

Adjusted Fill Rate

McKesson to maintain
an adjusted service
level of at least

McKesson Corporation

Pharmacy

GPO Contract

Provide a quarterly
update on GPO
contracts to DOP to
review current contracts
loaded and or
notification of new
contracts.
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McKesson Corporation

Quarterly business
reviews to  review
quarterly and annual
spend

Meet on a quarterly
basis with McKesson
representatives to
review quarterly and
annual spend. Provide
data to measure against
budget dollars  for
contract.
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Appendix D

Distributor’s Certificate of Insurance
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Appendix E
Business Associate Agreement

Reserved
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Appendix F

Distributor’s Sample Invoice
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Appendix G
PUBLIC MEETING AND PUBLIC RECORDS DISCLOSURE PROCESS

Exhibit 1 to Each McKesson Distribution Agreement

1. Distribution Agreements: McKesson Corporation and McKesson Plasma and Biologics
(collectively “McKesson”) and the City, acting by and through its Department of Public Health
(“Department”), have negotiated Distribution Agreements (each identified as the “Negotiated
Agreement”), portions of which McKesson asserts constitute, contain or reveal valuable trade
secrets or other information belonging to McKesson that is exempt from disclosure under the
California Public Records Act and chapter 67 of the San Francisco Administrative Code (the
“Sunshine Laws”).

2. Redactions: McKesson will provide the City with a redacted version of each Negotiated
Agreement from which McKesson has removed information that it maintains is exempt from
public disclosure under the Sunshine Laws (“Redacted Agreement”). The City agrees to not
release any version of either Negotiated Agreement other than the Redacted Agreement in
response to a public records request under the Sunshine Laws.

3. Negotiated Agreement Review: McKesson understands that each Negotiated
Agreement is subject to full unredacted review by the City’s third-party Budget Analyst and the
San Francisco Board of Supervisors (collectively “Board”). The City will inform the Board
regarding the portions of each Negotiated Agreement that City has agreed to not release, as well
as the requirements of this Exhibit 1.

4. Records Request: If the Department receives a public records request pertaining to
McKesson, the Department will use its best efforts to notify McKesson of the Request and to
provide McKesson with a description of the material that the Department deems responsive and
the due date for disclosure (“Response Date”). If McKesson asserts that some or all of the
material requested contains or reveals valuable trade secrets or other information belonging to
McKesson that is exempt from disclosure and directs the City in writing to withhold such
material from production (“Withholding Directive”), then the City will comply with the
Withholding Directive on the condition that McKesson seeks judicial relief on or before the
Response Date. If any third-party initiates or threatens to initiate legal action to compel the
production of McKesson’s material, McKesson shall defend, indemnify and save harmless City
and its officers, agents and employees from any and all such third party claims. Should
McKesson fail to seek judicial relief on or before Response Date, the City shall proceed with the
disclosure of responsive documents.

5. Agreement not to Sue: McKesson agrees that it will not sue the City for damages in
connection with the disclosure by the City of information that McKesson asserts is exempt from
disclosure, so long as such disclosure was inadvertent and the City uses reasonable efforts to
mitigate the effects of the inadvertent disclosure and/or uses reasonable efforts to retrieve the
information as appropriate.
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6. Upon McKesson’s signature, this Agreement is effective as of the date of the City’s

signature below.

CITY

Date:

By:

Grant Colfax, MD

Director of Health
Department of Public Health
Approved as to Form:

Dennis J. Herrera
City Attorney

By:

Louise S. Simpson
Deputy City Attorney

MCKESSON CORPORATION and
MCKESSON PLASMA AND BIOLOGICS

Date:

By:
Eugene Cavacini

Senior Vice President and Chief Operating Officer
McKesson Pharmaceutical Solutions and Services
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FILE NG. 200012 . . RESOLUTION NO. 123-20

[Agreement Retroaotrve McKesson Corporation ~ Group Purchasrng Drstrlbutron of
Pharmaceuticals - No’c to Exceed $381 382,991]

Resoluﬁon retroactively approving an agreement between NMcKesson Corporation ‘and 3

the Department oflPublic Health for a group purchasing agreement for the purchase of o .

pharmaceutlcals for a total amount not to exceed $381,382,991 for a term of five years ' 4

from February 1, 2020, through January 31, 2024.

'WHEREAS, The Department of Public Health (DPH) has the ongoing need to procure -

a broad range of pharmaceutical products for use in the daily delivery of care to patients of

 varlous Department programs; and

WHEREAS, This Agreement was procured as required by San Francisco

_ Admlnrstratrve Cod.e, Chapter 21.A.2, Membershlp in Group Purchasing Organ,lzaﬁons'; and’ -

- WHEREAS, San Francisco Charter Secﬁon 9.118(b) requires thatthe Board of
Supervrsors approve by resolutron all City contracts having an-amount in excess of ten mrllron
dollars: now, therefore, be it .

RESOLVED, That the Board of Supetrvisors hereby authorizes the Director of Public "', L
Health and the Director of the Office of Contract Administration/Purchaser, on behalf of the

Clty and County of San Francisco, to execute an agreement with McKesson Plasma and’

Brologrcs LLC for the purchase of pharmaceutical products biologics and specialty drugs for a i
 total amount not to exceed $381 382,991, for term of five vears, February 1, 2020, fhrough" K
 January 31, 2024; and, be it |

‘ FURTHER RESOLVED That the Board of Supetvisors authorrzes the
Department of Public Health to enter into any amendments or modifications to the
oontract, prior to its final execution by all parties, that the Department deterrnines, in

consultatron with the City Attorney, are in the best interest of the City, do not otherwise

Departiment of Public Health . : ’ .
BOARD OF SUPERVISORS ' . ' . Page 1 |
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miaterially increase the obligations or liabilities of the City, are necessary or advfsa_ble to -
effectuate the purposes of the contract, '.gnd are’in complianéé with all applicable laws;
and, be it | - |

FURTHER RESOLVED, That within thirty (30) days of the contract being fully exchted
by all partiés,.the Director of Heath and/or the Director of the Office 6f Contract

'Administratioanurchasér shall provide the final contracts to the Clerk of the Board for

inclusion into the official File No. 200012 .

RECOM E‘NDED& . 7

Dr. Grant Colfax
Director of Healh

Department of Public Health .
BOARD OF SUPERVISORS : ‘ * Page 2
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City and County of San Francisco City Hall
1 Dr. Carlton B. Goodlett Place

Tails San Francisco, CA 94102-4689

Resolution

- File Number: 200012 Date Passed: March 24, 2020

Resolution retroactively approving an agreement between McKesson Corporation and the
Department of Public Health for a group purchasing agreement for the purchase of pharmaceuticals
for a total amount not to exceed $381,382,991 for a term of five years, from February 1, 2020,

through January 31, 2024.

February 12, 2020 Budget and Finance Committee - RECOMMENDED

March 24, 2020 Board of Supervisors - ADOPTED
Ayes: 11 - Fewer, Haney, Mandelman, Mar, Peskin, Preston, Ronen, Safai,
Stefani, Walton and Yee :

File No. 200012 | hereby certify that the foregoing
Resolution was ADOPTED on 3/24/2020 by
the Board of Supervisors of the City and
County of San Francisco.

«Ar-ﬂ-&ﬂ«;-zléa

Angela Calvillo
Clerk of the Board

48]0

London N. Breed . lDate‘Approved
Mayor

City and County of San Francisco Page 1 Printed at 4:10 pm on 3/25/20



San Francisco Department of Public Health
Grant Colfax, MD
Director of Health

City and County of San Francisco
London N. Breed, Mayor

October 30, 2023

Angela Calvillo, Clerk of the Board

Board of Supervisors

1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4689

Dear Ms. Calvillo:

Please find attached a proposed resolution for Board of Supervisors approval of an amendment to
the agreement between the Department of Public Health and McKesson Corporation, in the
amount not to exceed $977,652,155.

This contract agreement requires Board of Supervisors approval under San Francisco Charter
Section 9.118.

The following is a list of accompanying documents:

Proposed Resolution

Proposed Amendment 1

Original Agreement and Board Resolution 123-20, File No. 200012
Form SFEC-126f(4)

O O O O

For questions on this matter, please contact me at (415) 255-3492, kelly.hiramoto@sfdph.org.

Thank you for your time and consideration.

Sincerely,
Kelly Hiramoto

Kelly Hiramoto

Acting Supervisor

Office of Contracts Management and Compliance
DPH Business Office

cc: Dr. Grant Colfax, Director of Health
Greg Wagner, Chief Operating Officer
Michelle Ruggels, Director, DPH Business Office
Robert Longhitano, Director, Contracts and Compliance

The mission of the San Francisco Department of Public Health is to protect and promote the health of all San Franciscans.
We shall ~ Assess and research the health of the community ~ Develop and enforce health policy ~ Prevent disease and injury ~
~ Educate the public and train health care providers ~ Provide quality, comprehensive, culturally-proficient health services ~ Ensure equal access to all ~

kellyhiramoto@SFDPH.org — office 415-255-3492 — fax 415 252-3088
1380 Howard Street, Room 419B, San Francisco, CA 94103



mailto:kelly.hiramoto@sfdph.org
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. . .. Received On:
San Francisco Ethics Commission
25 Van Ness Avenue, Suite 220, San Francisco, CA 94102 File #: 231146
Phone: 415.252.3100 . Fax: 415.252.3112
ethics.commission@sfgov.org . www.sfethics.org Bid/RFP #:

Notification of Contract Approval
SFEC Form 126(f)4
(S.F. Campaign and Governmental Conduct Code § 1.126(f)4)
A Public Document

Each City elective officer who approves a contract that has a total anticipated or actual value of $100,000 or
more must file this form with the Ethics Commission within five business days of approval by: (a) the City elective
officer, (b) any board on which the City elective officer serves, or (c) the board of any state agency on which an
appointee of the City elective officer serves. Formore information, see: https://sfethics.org/compliance/city-
officers/contract-approval-city-officers

1. FILING INFORMATION
TYPE OF FILING DATE OF ORIGINAL FILING (for amendment only)

original
AMENDMENT DESCRIPTION - Explain reason for amendment

2. CITY ELECTIVE OFFICE OR BOARD
OFFICE OR BOARD NAME OF CITY ELECTIVE OFFICER

Board of Supervisors Members

3. FILER’S CONTACT

NAME OF FILER’S CONTACT TELEPHONE NUMBER
Angela calvillo 415-554-5184
FULL DEPARTMENT NAME EMAIL
Office of the Clerk of the Board Board.of.Supervisors@sfgov.org
NAME OF DEPARTMENTAL CONTACT DEPARTMENT CONTACT TELEPHONE NUMBER
Kelly Hiramoto 415-255-3492
FULL DEPARTMENT NAME DEPARTMENT CONTACT EMAIL
DPH Department of Public Health kelly.hiramoto@sfdph.org

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 1


mailto:ethics.commission@sfgov.org
http://www.sfethics.org/
https://sfethics.org/compliance/city-officers/contract-approval-city-officers
https://sfethics.org/compliance/city-officers/contract-approval-city-officers

DocuSign Envelope ID: 4A4D342D-EFC4-4EEC-9F7F-CB13F99F0B40

5. CONTRACTOR

NAME OF CONTRACTOR TELEPHONE NUMBER
McKesson Corporation 310-405-5035
STREET ADDRESS (including City, State and Zip Code) EMAIL
6555 N State Hwy 161, Bldg A, 3rd F1, Irving,TX 75039 Trish.Powell@cKesson.com

6. CONTRACT

DATE CONTRACT WAS APPROVED BY THE CITY ELECTIVE OFFICER(S) | ORIGINAL BID/RFP NUMBER | FILE NUMBER (If applicable)
231146

DESCRIPTION OF AMOUNT OF CONTRACT

Not to exceed $977,652,155

NATURE OF THE CONTRACT (Please describe)

Procure a broad range of pharmaceutical products for use in the daily delivery of care to
patients of various Department programs

7. COMMENTS

8. CONTRACT APPROVAL

This contract was approved by:
|:| THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM

A BOARD ON WHICH THE CITY ELECTIVE OFFICER(S) SERVES

E] Board of Supervisors

THE BOARD OF A STATE AGENCY ON WHICH AN APPOINTEE OF THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM SITS

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 2



DocuSign Envelope ID: 4A4D342D-EFC4-4EEC-9F7F-CB13F99F0B40

9. AFFILIATES AND SUBCONTRACTORS

List the names of (A). members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

1 Tyler Brian CEO

2 Lerman Bradley E. Board of Directors

3 caruso pominic J. Board of Directors

4 Knauss Donald R. Board of Directors

5 Salka Susan R. Board of Directors

6 Carmona Richard H. Board of Directors

7 Dunbar W. Roy Board of Directors

8 Hinton James H. Board of Directors

9 Mantia Maria Board-of Directors

10 Martinez Maria Board of Directors

11 wilson-Thompson Kathleen Board of Directors

12 Schechter Lori Other Principal officer
13 Vitalone Britt CFO

14 | Avila Nancy other Principal officer
15 Smith LeAnn Other Principal officer
16 Rodgers Thomas Other Principal officer
17 Jhaveri Nimesh other Principal officer
18

19

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18
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9. AFFILIATES AND SUBCONTRACTORS

List the names.of (A) members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 4
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9. AFFILIATES AND SUBCONTRACTORS

List the names.of (A) members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

39

40

41

42

43

44

45

46

47

48

49

50

I:I Check this box if you need to include additional names. Please submit a separate form with complete information.
Select “Supplemental” for filing type.

10. VERIFICATION ‘

I have used all reasonable diligence in preparing this statement. | have reviewed this statement and to the best of my
knowledge the information | have provided here is true and complete.

| certify under penalty of perjury under the laws of the State of California that the foregoing is true and correct.

SIGNATURE OF CITY ELECTIVE OFFICER OR BOARD SECRETARY OR DATE SIGNED
CLERK

BOS Clerk of the Board

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 5



From: Hiramoto, Kelly (DPH

To: Calvillo, Angela (BOS); BOS Leqislation, (BOS)

Cc: Dr. Grant Colfax; Waaner, Greg (DPH); Ruggels, Michelle (DPH); Longhitano, Robert (DPH); Validzic, Ana (DPH);
Altman, Claire (DPH); Neukrug, Sarah (DPH); Albert. Reanna (DPH); Smith. David E. (DPH)

Subject: Agreement Amendment - McKesson Corporation - Group Purchasing Organization Purchase of Pharmaceuticals -
Not to Exceed $977,652,155

Date: Tuesday, October 31, 2023 10:46:02 AM

Attachments: 0. McKesson CORP DPH Cover Letter.pdf

1. McKesson CORP Proposed Resolution Amd 1.pdf
2. McKesson CORP Proposed Resolution Amd 1.docx
3. McKesson Corp Proposed Amd 1-Redacted.pdf

4. McKesson Original Aareement.pdf

5. McKesson Res 123-20 File 200012 4.3.20.pdf

6. McKesson CORP SFEC Form 126 f4.pdf

Dear Ms. Calvillo:

Please find attached a proposed resolution for Board of Supervisors approval of an
amendment to the agreement between the Department of Public Health and McKesson
Corporation, in the amount not to exceed $977,652,155.

This contract agreement requires Board of Supervisors approval under San Francisco Charter
Section 9.118.

The following is a list of accompanying documents:

o Proposed Resolution

o Proposed Amendment 1

o Original Agreement and Board Resolution 123-20, File No. 200012
o Form SFEC-126f(4)

Thank you for your time and consideration.

Kelly

Kelly Hiramoto, LCSW

Acting PSC Coordinator

SF Department of Public Health Business Office
Special Projects Manager

SF Department of Public Health

This message and any attachments are solely for the intended recipient and may contain confidential or privileged information. If you are
not the intended recipient, any disclosure, copying, use or distribution of the information included in this message and any attachments is
prohibited. If you have received this communication in error, please notify me by reply e-mail and immediately and permanently delete this
message and any attachments. Thank you.


mailto:kelly.hiramoto@sfdph.org
mailto:angela.calvillo@sfgov.org
mailto:bos.legislation@sfgov.org
mailto:DirectorsMessage@sfdph.org
mailto:greg.wagner@sfdph.org
mailto:michelle.ruggels@sfdph.org
mailto:robert.longhitano@sfdph.org
mailto:ana.validzic@sfdph.org
mailto:claire.altman@sfdph.org
mailto:sarah.neukrug@sfdph.org
mailto:reanna.albert@sfdph.org
mailto:david.e.smith@sfdph.org

San Francisco Department of Public Health
Grant Colfax, MD
Director of Health

City and County of San Francisco
London N. Breed, Mayor

October 30, 2023

Angela Calvillo, Clerk of the Board

Board of Supervisors

1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4689

Dear Ms. Calvillo:

Please find attached a proposed resolution for Board of Supervisors approval of an amendment to
the agreement between the Department of Public Health and McKesson Corporation, in the
amount not to exceed $977,652,155.

This contract agreement requires Board of Supervisors approval under San Francisco Charter
Section 9.118.

The following is a list of accompanying documents:

Proposed Resolution

Proposed Amendment 1

Original Agreement and Board Resolution 123-20, File No. 200012
Form SFEC-126f(4)

O O O O

For questions on this matter, please contact me at (415) 255-3492, kelly.hiramoto@sfdph.org.

Thank you for your time and consideration.

Sincerely,
Kelly Hiramoto

Kelly Hiramoto

Acting Supervisor

Office of Contracts Management and Compliance
DPH Business Office

cc: Dr. Grant Colfax, Director of Health
Greg Wagner, Chief Operating Officer
Michelle Ruggels, Director, DPH Business Office
Robert Longhitano, Director, Contracts and Compliance

The mission of the San Francisco Department of Public Health is to protect and promote the health of all San Franciscans.
We shall ~ Assess and research the health of the community ~ Develop and enforce health policy ~ Prevent disease and injury ~
~ Educate the public and train health care providers ~ Provide quality, comprehensive, culturally-proficient health services ~ Ensure equal access to all ~

kellyhiramoto@SFDPH.org — office 415-255-3492 — fax 415 252-3088
1380 Howard Street, Room 419B, San Francisco, CA 94103
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FILE NO. RESOLUTION NO.

[Agreement Amendment - McKesson Corporation - Group Purchasing Organization Purchase
of Pharmaceuticals - Not to Exceed $977,652,155]

Resolution approving Amendment No. 1 to the Group Purchasing Organization (GPO)
pharmaceutical Agreement between McKesson Corporation and the Department of
Public Health (DPH), under San Francisco Administrative Code, Chapter 21A.2, to
increase the Agreement sum by $596,269,164 for a not-to-exceed amount of
$977,652,155; extend the term by four years and five months, from February 1, 2024, for
a total term of February 1, 2020 through June 30, 2028; and authorize DPH to enter into
modifications of the Agreement that do not materially increase the City’s obligations or
liabilities and are necessary to effectuate the purposes of the Agreement or this

Resolution.

WHEREAS, DPH has an ongoing need to buy a broad range of pharmaceuticals for
use in the daily delivery of care to patients in various DPH programs; and

WHEREAS, DPH procured the Agreement as authorized under San Francisco
Administrative Code, Chapter 21A.2 (Membership in Group Purchasing Organizations); and

WHEREAS, San Francisco Charter, Section 9.118, provides that contracts entered into
by a department requiring anticipated expenditures by the City of ten million dollars or the
modification or amendments to such contracts having an impact of more than $500,000 shall
be subject to approval of the San Francisco Board of Supervisors by resolution; and

WHEREAS, The San Francisco Board of Supervisors approved the Agreement in an
amount not to exceed $381,382,991, by Resolution No. 123-20 (File No. 200012); and

WHEREAS, DPH wishes to amend the Agreement to extend the term by four years

and five months, from February 1, 2024, for a total term of February 1, 2020 through June 30,

Department of Public Health
BOARD OF SUPERVISORS Page 1
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FILE NO. RESOLUTION NO.

2028, and increase the Agreement sum by $596,269,164, for a total not-to-exceed amount of
$977,652,155; now, therefore, be it

RESOLVED, That the San Francisco Board of Supervisors hereby authorizes the
Director of Health to execute Amendment No. 1 to the Agreement to extend the term by four
years and five months, from February 1, 2024, for a total term of February 1, 2020 through
June 30, 2028, and increase the Agreement sum by $596,269,164, for a total not-to-exceed
amount of $977,652,155; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes DPH to enter into
any amendments or modifications to the Agreement that the Department determines, in
consultation with the City Attorney, are in the best interests of the City, do not otherwise
materially increase the City’s obligations or liabilities, are necessary to effectuate the
purposes of the Agreement and this resolution, and are in compliance with all applicable laws;
and, be it

FURTHER RESOLVED, That within thirty (30) days of Amendment No. 1 being fully
executed by all parties, the Director of Health shall provide the final Amendment No. 1 to the

Clerk of the Board for inclusion into the official File No.

RECOMMENDED —bocusisnedby:

/sl éM WW

28527524752949F ...

Dr. Grant Colfax

Director of Health

Department of Public Health
BOARD OF SUPERVISORS Page 2
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[Agreement Amendment - McKesson Corporation - Group Purchasing Organization Purchase of Pharmaceuticals - Not to Exceed $977,652,155]

Resolution approving Amendment No. 1 to the Group Purchasing Organization (GPO) pharmaceutical Agreement between McKesson Corporation and the Department of Public Health (DPH), under San Francisco Administrative Code, Chapter 21A.2, to increase the Agreement sum by $596,269,164 for a not-to-exceed amount of $977,652,155; extend the term by four years and five months, from February 1, 2024, for a total term of February 1, 2020 through June 30, 2028; and authorize DPH to enter into modifications of the Agreement that do not materially increase the City’s obligations or liabilities and are necessary to effectuate the purposes of the Agreement or this Resolution.



WHEREAS, DPH has an ongoing need to buy a broad range of pharmaceuticals for use in the daily delivery of care to patients in various DPH programs; and

WHEREAS, DPH procured the Agreement as authorized under San Francisco Administrative Code, Chapter 21A.2 (Membership in Group Purchasing Organizations); and

[bookmark: _GoBack][bookmark: _Hlk144116225]WHEREAS, San Francisco Charter, Section 9.118, provides that contracts entered into by a department requiring anticipated expenditures by the City of ten million dollars or the modification or amendments to such contracts having an impact of more than $500,000 shall be subject to approval of the San Francisco Board of Supervisors by resolution; and

WHEREAS, The San Francisco Board of Supervisors approved the Agreement in an amount not to exceed $381,382,991, by Resolution No. 123-20 (File No. 200012); and

WHEREAS, DPH wishes to amend the Agreement to extend the term by four years and five months, from February 1, 2024, for a total term of February 1, 2020 through June 30, 2028, and increase the Agreement sum by $596,269,164, for a total not-to-exceed amount of $977,652,155; now, therefore, be it

RESOLVED, That the San Francisco Board of Supervisors hereby authorizes the Director of Health to execute Amendment No. 1 to the Agreement to extend the term by four years and five months, from February 1, 2024, for a total term of February 1, 2020 through June 30, 2028, and increase the Agreement sum by $596,269,164, for a total not-to-exceed amount of $977,652,155; and, be it 

FURTHER RESOLVED, That the Board of Supervisors authorizes DPH to enter into any amendments or modifications to the Agreement that the Department determines, in consultation with the City Attorney, are in the best interests of the City, do not otherwise materially increase the City’s obligations or liabilities, are necessary to effectuate the purposes of the Agreement and this resolution, and are in compliance with all applicable laws; and, be it 

FURTHER RESOLVED, That within thirty (30) days of Amendment No. 1 being fully executed by all parties, the Director of Health shall provide the final Amendment No. 1 to the Clerk of the Board for inclusion into the official File No. ______.



RECOMMENDED  

__/s/________________

Dr. Grant Colfax

Director of Health





Department of Public Health

BOARD OF SUPERVISORS		Page 1
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City and County of San Francisco
Office of Contract Administration
Purchasing Division

First Amendment

THISAMENDMENT (this“Amendment”) is made as of February 1, 2024, in San Francisco,
California, by and between M cK esson Cor poration (“Distributor”), and the City and County of
San Francisco, amunicipa corporation (“ City”), acting by and through its Director of the Office
of Contract Administration.

Recitals
WHEREAS, City and Distributor have entered into the Agreement (as defined below); and

WHEREAS, City and Distributor desire to modify the Agreement on the terms and conditions
set forth herein to extend the performance period and increase the contract amount; and

WHEREAS, this Agreement was procured as required by San Francisco Administrative Code
Chapter 21A.2, including the requirement that the City buy ninety percent (90%) of its
pharmaceutical supply from Distributor in order to obtain Prime Vendor pricing from
Distributor; and

WHEREAS, this Contract is deemed exempt from Chapter 14B of the San Francisco
Administrative Code and thereisno Local Business Entity (“LBE”) subcontracting participation
requirement for this Agreement; and

WHEREAS, the City’s Department of Public Health Board of Supervisors approved the Original
Agreement by Resolution No. 123-20 (File No. 200012) on March 24, 2020 (attached).

WHEREAS, the City’ s Board of Supervisors approved this First Amendment to the Agreement by
Resolution No. on

NOW, THEREFORE, Distributor and the City agree as follows:
Articlel Definitions
The following definitions shall apply to this Amendment:

1.1  Agreement. Theterm“Agreement” shall mean the Agreement dated February 1, 2020
between Distributor and City.

1.2  Other Terms. Terms used and not defined in this Amendment shall have the meanings
assigned to such terms in the Agreement.

Article2 M odifications of Scope to the Agreement
The Agreement is hereby modified as follows:

21  Article2 Term of Agreement. Section 2.1 Term of the Agreement currently reads as
follows:

The term of this Agreement shall commence on February 1, 2020 and expire on January
31, 2024, so long Distributor has a GPO Base Agreement in place, unless earlier terminated as
otherwise provided herein. Both Parties understand and agree that within one year in advance of
the expiration date, the City must commence its process to renew and/or replace this Agreement.

GPO Contract # DPMCK
McKesson Corporation February 1, 2024
P-650 (1-22; Distribution Agreement) 1 Contract | D# 1000013809
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In the event that such renewal is not completed before the expiration of the Term, the Holdover
Extension of Section 2.2 will apply.

Such section is hereby amended in its entirety to read as follows:

The term of this Agreement shall commence on February 1, 2020, and expire on June 30,
2028, so long Distributor has a GPO Base Agreement in place, unless earlier terminated as
otherwise provided herein. Both Parties understand and agree that within one year in advance of
the expiration date, the City must commence its process to renew and/or replace this Agreement.
In the event that such renewal is not completed before the expiration of the Term, the Holdover
Extension of Section 2.2 will apply.

2.2 Section 3.4 Guaranteed M aximum Price. Section 3.4 Guaranteed M aximum Price of
the Agreement currently reads as follows:

Section 3.4 Guaranteed Maximum Price.

Distributor shall provide an invoice to the City on amonthly basis for Services completed
in the immediate preceding month, unless adifferent schedule is set out in Appendix B,
"Calculation of Charges." Compensation shall be made for Servicesidentified in the invoice that
the Director of Health, in his or her sole discretion, concludes has been satisfactorily performed
in material conformance with the requirements set forth in this Agreement. Payment shall be
made in conformance with Appendix A, Attachment 3, unless the City notifies the Distributor
that a dispute as to the invoice exists in accordance with Section 11.6.1. In no event shall the
amount of this Agreement exceed THREE HUNDRED EIGHTY ONE MILLION THREE
HUNDRED EIGHTY TWO THOUSAND NINE HUNDRED NINETY ONE ($381,382,991).

The breakdown of charges associated with this Agreement appears in Appendix B, “ Calculation
of Charges,” attached hereto and incorporated by reference as though fully set forth herein.
Contested Amounts shall be resolved pursuant Section 11.6 (Dispute Resolution). Late payment
charges, if applicable, shall be resolved pursuant to Appendix A, Attachment 3, of the
Agreement in accordance with to the Base Agreement terms, and may be paid from budgeted
contingency funds as appropriate.

Such section is hereby amended in its entirety to read as follows.
Section 3.4 Guaranteed Maximum Price.

Distributor shall provide an invoice to the City on amonthly basis for Services completed
in the immediate preceding month, unless adifferent schedule is set out in Appendix B,
"Calculation of Charges." Compensation shall be made for Services identified in the invoice that
the Director of Health, in his or her sole discretion, concludes has been satisfactorily performed
in material conformance with the requirements set forth in this Agreement. Payment shall be
made in conformance with Appendix A, Attachment 3, unless the City notifies the Distributor
that a dispute as to the invoice exists in accordance with Section 11.6.1. In no event shall the
amount of this Agreement exceed NINE HUNDRED SEVENTY SEVEN MILLION SIX
HUNDRED FIFTY TWO THOUSAND ONE HUNDRED FIFTY FIVE ($977,652,155). The
breakdown of charges associated with this Agreement appears in Appendix B, “Calculation of
Charges,” attached hereto and incorporated by reference as though fully set forth herein.
Contested Amounts shall be resolved pursuant Section 11.6 (Dispute Resolution). Late payment
charges, if applicable, shall be resolved pursuant to Appendix A, Attachment 3, of the
Agreement in accordance with to the Base Agreement terms, and may be paid from budgeted
contingency funds as appropriate.
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2.3  Appendix A. Appendix A is hereby replaced in its entirety by Appendix A dated October
2, 2023, and attached to this Amendment and fully incorporated within the Agreement. To the
extent the Agreement refers to Appendix A in any place, the true meaning shall be Appendix A,
which isa correct and updated version.

24  Attachment 1to Appendix B-1. Attachment 1 to Appendix B-1 dated October 2, 2023 is
hereby attached to this Amendment and fully incorporated within the Agreement.

25  Recognize attached Revision to Program Budget Form approved on September 30, 2020.
2.6  Attach Resolution No. 123-20 (File No. 200012) dated March 24, 2020.
Article3 Updates of Standard Termsto the Agreement (Reserved)

The following provisions are hereby added to Article 10 of the Agreement and incorporated
herein by reference:

10.20 Consideration of Salary History. Contractor shall comply with San Francisco
Administrative Code Chapter 12K, the Consideration of Salary History Ordinance or “Pay Parity
Act.” Contractor is prohibited from considering current or past salary of an applicant in
determining whether to hire the applicant or what salary to offer the applicant to the extent that
such applicant is applying for employment to be performed on this Agreement or in furtherance
of this Agreement, and whose application, in whole or part, will be solicited, received, processed
or considered, whether or not through an interview, in the City or on City property. The
ordinance aso prohibits employers from (1) asking such applicants about their current or past
salary or (2) disclosing a current or former employee’ s salary history without that employee’s
authorization unless the salary history is publicly available. Contractor is subject to the
enforcement and penalty provisionsin Chapter 12K. Information about and the text of Chapter
12K is available on the web at https://sfgov.org/ol se/consideration-salary-history. Contractor is
required to comply with al of the applicable provisions of 12K, irrespective of the listing of
obligations in this Section.

10.21 Protection of Private Infor mation. If this Agreement requires City to disclose
“Private Information” to Contractor within the meaning of San Francisco Administrative Code
Chapter 12M, Contractor and subcontractor shall use such information only in accordance with
the restrictions stated in Chapter 12M and in this Agreement and only as necessary in performing
the Services. Contractor is subject to the enforcement and penalty provisions in Chapter 12M.

10.22 Disposition of Confidential Information. Upon request of City or termination or
expiration of this Agreement, and pursuant to any document retention period required by this
Agreement, Contractor shall promptly, but in no event later than thirty (30) calendar days, return
all data given to or collected by Contractor on City’s behalf, which includes all original media.
Once Contractor has received written confirmation from City that City’s Data has been
successfully transferred to City, Contractor shall within ten (10) business days clear or purge all
City Datafrom its servers, any hosted environment Contractor has used in performance of this
Agreement, including its subcontractors environment(s), work stations that were used to process
the data or for production of the data, and any other work files stored by Contractor in whatever
medium. Contractor shall provide City with written certification that such purge occurred within
five (5) business days of the purge. Secure disposal shall be accomplished by “clearing,”
“purging” or “physical destruction,” in accordance with National Institute of Standards and
Technology (NIST) Specia Publication 800-88 or most current industry standard.
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Article4 Effective Date
Each of the modifications set forth in Articles 2 and 3 shall be effective on and after February 1,
2024

Article5 L egal Effect

Except as expressly modified by this Amendment, all of the terms and conditions of the
Agreement shall remain unchanged and in full force and effect.

GPO Contract # DPMCK
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P-650 (1-22; Distribution Agreement) 4
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IN WITNESS WHEREOF, Distributor and City have executed this Amendment as of the date
first referenced above.

CITY DISTRIBUTOR
Recommended by: M cK esson Corporation
DocuSigned by:
Swﬁ‘ Mmt,
76442F566FD0426... 10/30/2023
Grant Colfax, MD Scott Kemme President, McKesson Health Systems
Director of Health PO Box 936279
Atlanta GA 31193

Department of Public Health
City Supplier Number: 0000015454
Approved asto Form:

David Chiu
City Attorney David E. Smith

By:
Louise S. Simpson
Deputy City Attorney
GPO Contract # DPMCK
February 1, 2024
Contract | D# 1000013809
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APPENDIX A TO THE P-250 - SUPPLY AGREEMENT
For Pharmacy Distribution Services
1. PRIME VENDOR COMMITMENTS:

a. PrimeVendor for Wholesale Phar maceuticals. Throughout the Agreement Term, in order to
receive the Member Markup, City must not order less than ninety percent (90%) of all dollars
spent on Products by using Distributor as its Prime Vendor for the purchase of such Products
normally purchased through wholesale pharmaceutical distributors.

b. Prime Vendor for Non-Injectable Generic Products: In addition, as a further and separate
condition to a Customer’s access to the terms and pricing of this Agreement, Customer must
purchase not less than ninety percent (90%) of Customer's requirements of Non-Injectable
Generic Products through the Enhanced Vizient OneStop Products or Pathway OneStop Products
portfolio (as such termisdefined in Exhibit K to the Base Agreement) available from Distributor
as its prime vendor for the purchase of such products normally purchased through wholesale
pharmaceutical distributors (“OneStop Prime Vendor”); provided, however, that to the extent that
Distributor is unable to supply such products, those purchases shall be excluded from the ninety
percent (90%) calculation. Customer’s compliance with the ninety percent (90%) OneStop Prime
Vendor commitment of this paragraph will be measured during each quarter during the Term,
beginning on the Agreement Effective Date. Upon request by Distributor, Customer shall make
internal documentation denoting total purchase dollars available to Distributor for audit in order
to verify compliance with the OneStop Prime Vendor commitment set forth above. If Distributor
believes that a Customer is not using Distributor as the OneStop Prime Vendor, then (1)
Distributor shall provide evidence supporting such belief to Customer; (2) Distributor and
Customer shall promptly meet to discuss in good faith such Customer’s continued participation
under this Agreement, and (3) Distributor may discontinue the Customer’s ability to purchase
from the Enhanced Vizient OneStop Products or Pathway OneStop Products portfolio pursuant
to this Agreement.

Citys compliance with the ninety percent (90%) Non-Injectable Generics Prime Vendor
commitment of this paragraph will be measured during each quarter during the Term, beginning
on the Agreement Effective Date. Upon request by Distributor, City shal make internal
documentation denoting total purchase dollars available to Distributor for audit in order to verify
compliance with the Non-Injectable Generics Prime Vendor commitment set forth above. If
Distributor believes that City is not using Distributor as the Non-Injectable Generics Prime
Vendor, then (1) Distributor shall provide evidence supporting such belief to City; (2) Distributor
and City shall promptly meet to discuss in good faith City’s continued participation under this
Agreement, and (3) Distributor may discontinue the City’s ability to purchase from the Non-
Injectable Generics Products at the pricing set forthinin this Agreement. Distributor will provide
City with aminimum of thirty (30) dayswritten notice. The Parties shall work together to identify
the cause of City’s noncompliance.

2. AuToMATIC ALTERNATE ||
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3. COST REPORTING:

City will comply with all laws, including reporting or reflecting discounts, rebates and other price
reductions pursuant to 42 U.S.C. 81320a-7b(b)(3)(A) on cost reports or claims submitted to federal or state
healthcare programs, retaining invoices and related pricing documentation and making them available on
regquest to healthcare program representatives. Thus, City or any Fecility, if applicable, will accurately
report, under any state or federal program which provides cost or charge based reimbursements for the
Products and services covered by this Agreement, the net cost actually paid by City or any Facility.
Distributor will comply with al laws, including requirements under 42 U.S.C. §1320a-7b(b)(3)(A) to (i)
disclose on invoices or statements the amount of all discounts, rebates and other price reductions on
Products purchased hereunder, and (ii) provide City with notice of City’s obligationsto report and disclose
such discounts, rebates and other price reductions. City and any Facility, if applicable, will each accurately
report pricing, together with any reductionsin price, in connection with any federal or state pricing survey
(e.g., National Average Drug Acquisition Cost Survey).

4. CHANGE IN MEMBER STATUS:

Distributor understands and agrees that if during the Term of this Agreement the City’s status as a GPO
member changes, any change to the terms of this Agreement will require as appropriate a new agreement
or a Forma Amendment pursuant to Section 3.3.1 of the Agreement.

5. OWN USE:

City and Facilities represent and warrant that (i) prescription Products being purchased for dispensing or
administration to patients pursuant to a legitimate prescription, and (ii) any subsequent resale by City or any
Facility will bein compliance with applicable law and to alicensed healthcare provider for its dispensing or
administration to patients pursuant to alegitimate prescription. City and Facilities shall defend, indemnify
and hold Distributor harmless from any and all liability arising out of or due to nonadherence with such
representation and warranty.
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ATTACHMENT 1-LIST OF CITY FACILITIES

UNDER PUBLIC RECORDS LAWS

Thefollowing list may be updated quarterly by informal agreement pursuant to Section 3.3.2:

Number of
Scheduled
Deliveries per
GPO City ID | Facility Name Address Week
SAN FRANCISCO 1001 POTRERO AVE RM1P2
40169 GH PHCY PUR SAN FRANCISCO, CA 94110 6
SFGH SFCC TOM
WADDELL PUR 1001 POTRERO AVE. RM 1P2
40170 SAN FRANCISCO CA 94110 6
LAGUNA HONDA 375 LAGUNA HONDA BLVD
40172 HOSPITAL SAN FRANCISCO, CA 94116 5
CBHS PHARMACY
40174 SERVICES 1380 HOWARD ST, STE 130
SAN FRANCISCO CA 5
SFCOUNTY JAIL 425 7TH STREET
40175 #38 PHCY SAN FRANCISCO, CA 94103 5
SFCITY JAIL #7 1 MORELAND DRIVE
40176 PHCY SAN BRUNO, CA 94066 5
SFDPH/ADULT 101 GROVE STREET ROOM 102
103230 IMCL/STIER SAN FRANCISCO, CA 94102 5
WALG/03185/SFCCC | 825 MARKET STREET
40170 PHS SAN FRANCISCO CA 94103 5
WALG/03711/SF 1189 POTRERO AVE
853297 GEN HOS PHS SAN FRANCISCO CA 94110 5
WALG/03711/SFCCC | 1201 TARVAL
853429 PHS SAN FRANCISCO CA 94116 5
WAL G/13666/SF 1300 BUSH STREET
853551 GEN HOS PHS SAN FRANCISCO CA 94109 5
WALG/04609/SF 1301 MARKET STREET
854407 GEN HOS PHS SAN FRANCISCO CA 94103 5
WAL G/00893/SF 1344 STOCKTON
852694 GEN HOS PHS SAN FRANCISCO CA 94133 5
WALG/07150/SF 965 GENEVA AVE
40169 GEN HOS PHS SAN FRANCISCO CA 94122 5
WALG/13583/SF 901 HYDE STREET
40169 GEN HOS PHS SAN FRANCISCO CA 94109 5
WALG/02153/SF 790 VAN NESSAVE
855653 GEN HOS PHS SAN FRANCISCO CA 94102 5

4

City and County of San Francisco — Supply Agreement
MHS 10.2.2023






DocuSign Envelope ID: 5194406C-340D-4EEE-8704-C5864BADFB7B

CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

UNDER PUBLIC RECORDS LAWS

WALG/03849/SF 745 CLEMENT STREET

848550 GEN HOS PHS SAN FRANCISCO CA 94118
WALG/05487/SFGEN | 5300 3RD STREET

848548 HOS PHS SAN FRANCISCO CA 94124
WALG/13667/SF 5280 GEARY STREET

40172 GEN HOS PHS SAN FRANCISCO CA 94118
WALG/01283/SF 500 GEARY STREET

40172 GEN HOS PHS SAN FRANCISCO CA 94102
WALG/02244/SF 3801 3RD STREET SUITE 550

1901112 GEN HOS PHS SAN FRANCISCO CA 94124
WALG/04318/SF 4129 18TH STREET

40169 GEN HOS PHS SAN FRANCISCO CA 94114
WALG/1120/SF GEN | 4645 MISSION STREET

852694 HOS PHS SAN FRANCSICO CA 94112
WALG/01327/SF 498 CASTRO STREET

2240080 GEN HOS PHS SAN FRANCISCO, CA 94114
PRK SFCR SFGH 4060 BUSINESS PARK DR

1901112 PHY PUR PHS COLUMBUS OH 43204
WALG/00890/SF 135 POWELL STREET

853272 GEN HOS PHS SAN FRANCISCO, CA 94102
WAL G/02866/SF 1363 DIVISADERO STREET

1900696 GEN HOS PHS SAN FRANCISCO, CA 94115
WALG/13668/SFCCC | 1496 MARKET STREET

851499 PHS SAN FRANCISCO, CA 94102
WALG/01393/SF 1630 OCEAN AVE

1900696 GEN HOS PHS SAN FRANCISCO, CA 94112
WALG/03869/SF 1750 NORIEGA STREET

852534 GEN HOS PHS SAN FRANCISCO CA 94122
WALG/01126/SF 1979 MISSION STREET

851499 GEN HOS PHS SAN FRANCISCO CA 94103
WALG/06557/SFCCC | 199 PARNASSUS

1900696 PHS SAN FRANCISCO CA 94103
WALG/02705/SF 2050 IRVING STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94122
WALG/15296/SF 2262 MARKET STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94114
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WALG/01626/SF 2494 SAN BRUNO AVE

1901112 GEN HOS PHS SAN FRANCISCO CA 94134 5
WALG/03475/SF 25 POINT LOBOS AVE

1901112 GEN HOS PHS SAN FRANCISCO CA 94121 5
WALG/04231/SF 2690 MISSIONS STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94110 5
WALG/01054/SF 3398 MISSION AVE

1901112 GEN HOS PHS SAN FRANCISCO CA 94110 5
WALG/03849/SF 3400 CESAR CHAVEZ STREET

1901112 GEN HOS PHS SAN FRANCISCO CA 94110 5
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ATTACHMENT 2-MEMBER MARKUP AND COMMITMENTS

1. PRODUCT CATEGORIES. For pricing purposes, the following additional definitions shall

apply:
1.

ANDA Products. A Product that is approved through an Abbreviated New Drug
Application (“ANDA"), shall be referred to as an “ANDA Product.”

BLA Products. “BLA” means biologics license application. A Product that has been
licensed by the FDA through a marketing application or supplement under Section 351(a)
of the Public Health Service Act (42 U.S.C. 262(k)) (“Act”) shall bereferredtoasa“BLA
Product” (including those brand or innovator products deemed to be licensed under Section
351(a) of the Act as of March 2020 pursuant to the Biologics Price Competition and
Innovation Act of 2009).

Biosimilar Products. “Biosimilar Product” means (i) any Product for which a biologics
license application has been licensed under Section 351(k) of the Act, including Products
that the FDA has deemed to be either “biosimilar to” but not “interchangeable with” an
FDA-licensed reference product (“Biosimilar Biological Product”), or Products that the
FDA has deemed to be ‘interchangeable with” an FDA-licensed reference product
(‘Interchangeable Biosimilar Biological Product’) and (ii) any Product subject to an
approved application deemed to be a license under Section 351(k) of the Act pursuant to
the Biologics Price Competition and Innovation Act of 2009. As used herein, the terms
“biosimilar” and “interchangeable” shall have the meanings set forth in Section 351 of the
Act. Determination of biosimilarity or interchangeability shall be made by consulting the
FDA's “Lists of Licensed Biological Products with Reference Product Exclusivity and
Biosimilarity or Interchangeability Evaluations’ (the “Purple Book”), available at
https://www.fda.gov/drugs/therapeuti c-bi ol ogi cs-applications-bla/purple-book-lists-
licensed-biol ogi cal -products-reference-product-excl usi vity-and-biosimil arity-or.

OTC Products. “OTC Product” means a*“ nonprescription drug” as defined at FDC Act 8§
760(a)(2) and any nonprescription NDA or ANDA drugs approved by the FDA.

GLP-1 Products.

2. CUSTOMER MARKUP:
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1. In lieu of any other price reductions available in the Base Agreement, commencing on
the Effective Date for the entire duration of the Agreement Term, Customer Product
purchases will be priced (receive a Customer markup) as follows:

a) BLA Products. BLA Products shall be priced at - (‘BLA Customer
Markup”).

b) Biosimilar Products. Notwithstanding the foregoing, Biosimilar Products shall be
priced at -( Biosimilar Customer Markup”).

C) GLP-1 Products. GLP-1 Products shall be priced at - including 340B
products. (“GLP-1 Product Markup™).

d) OTCProducts. OTC Productsshall be priced at - (*OTC Product Markup”).

€) FluVaccines. BLA Products that are flu vaccines shall be priced at - and
shall not be eligible for any Customer markup or adjustments described in this
Section B.

f) Products sold through the Enhanced Vizient OneStop Product portfolio shall
receive a Customer markup of - (“OneStop Customer Markup”).

g) 340B Accounts. Products purchased through 340B Accounts (including BLA

(“340B Customer Markup”).

h) All other Products, including ANDA Products that do not fall under the OTC
Products definition and are not sold through the Pathway OneStop Product
portfolio OR Enhanced Vizient OneStop Product portfolio, shall receive a

(“ Customer Markup™).

2. Customer Markup Adjustment. Pricing for Products eligible for the Customer
Markup, the OneStop Customer Markup, and the 340B Customer Markup shall be adjusted
further based upon Customer’s average total monthly Net Purchase Volume over the prior
calendar quarter (“Customer Markup Adjustment”) as set forth below:
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Customer Markup

Monthly Net Purchase Vol .
onthly urchase Volume Adjustment

T

™

T

*Note: MPB sales count towardsvolumetiers, but COGs does not apply to MPB business

3. Payment Term Adjustment. Pricing for Products eligible for the Customer Markup,
the Enhanced Vizient OneStop Product portfolio, BLA Products, Biosimilar Products
GLP-1 Products and purchases made through 340B accounts shall be adjusted further

based on Customer Payment Term (“Payment Term Adjustment”) as set forth bel ow:

Payment Term Payment Term Adjustment

N B

I
.
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Next Day Pay

Weekly Statement Pay

Semi-monthly Statement Pay

Monthly Statement Pay

ii.  al MPB products will be priced in accordance with the Plasma Product Distribution
Agreement between MPB and Vizient effective May 1, 2015 (as may be amended,
modified, supplemented, renewed, replaced, restated or extended, the MPB
Agreement”), and not any Customer markup under this Agreement.

For purposes of clarification, (a) MPB will pay administrative fees on MPB products as
provided in the MPB Agreement; and (b) Distributor will continue to pay Vizient
Adminigrative Fees on all Products, including drop ship products, as provided in the Base
Agreement. Notwithstanding anything to the contrary contained in the Base Agreement,
Distributor shall have no obligation to drop ship blood plasma products from vendors other
than MPB.

For purposes of this Attachment 2, “Net” shall mean net of returns, credits and
adjustments (but, for clarification, not net of rebates).

Notwithstanding anything else herein, Drop Shipped Products and Specially Priced
Products shall be priced as set forth in the Base Agreement, and shall not be eligible for
any Customer markup or adjustments described in this Section B.

10
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MINIMUM COMMITMENTS: Customer markups are conditioned upon Customer

maintaining, and Customer agrees to and shall maintain, the following minimum commitments
(“Minimum Commitments’):

1 a minimum monthly Net purchase volume equal to or greater than _
(“Net Purchase Volume”);

2. a minimum total quarterly Net purchase volume for all generic contract Products
purchased, excluding generics Products contracted directly by Member (individual, GPO
or vendor-driven) (“McKesson Generics Volume’ or “MGV”) equal to or greater than

(“Minimum McKesson Generic Volume™ or “Minimum MGV”). Notwithstanding the
foregoing, 340B Prime Vendor Distributor contracted Products (if applicable) and
Distributor’s private label generic Products will be included in the MGV, and

3. for non-340B accounts, participate in the automatic substitution program for Products
ordered through the Enhanced Vizient OneStop Product portfolio.

If Customer fails to meet the Minimum Commitments during any calendar quarter during the
Agreement Term, in addition to other remedies herein, Distributor will have the right to open
negotiations to reasonably adjust Customer markups. As soon as practicable after receipt of such
markup adjustment request by Customer, Distributor and Customer shall meet and begin good faith
negotiations. If, at the end of the sixty (60) days following receipt of the adjustment request by
Customer, Distributor and Customer have been unable to agree on satisfactory pricing or other
terms, Distributor shall have the right to terminate this Agreement, upon sixty (60) days prior
written notice to Customer.

If Member fails to meet the Minimum MGV during any calendar quarter during the Addendum
Term, Distributor will adjust pricing for the following calendar quarter for Products eligible for the
Member Markup, the OneStop Member Markup, and the 340B Member Markup by

below the Minimum MGV, plus an additional t

below the Minimum MGV the Member fals during such calendar quarter (the “MGV
Adjustment”). For the avoidance of doubt, Distributor will measure MGV and apply MGV
Adjustments as applicable based on such MGV on a calendar quarter basis. The MGV Adjustment
is not cumulative from one calendar quarter to the next calendar quarter.

PAYMENT TERMS: The above listed payment terms, as more fully described in the Base
Agreement, will be made available to Customer so long as justified under Distributor’s general
credit policies. Customer may elect to move to another payment term by providing written notice
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to Distributor. Distributor reserves the right to adjust pricing to the corresponding payment term
that most closely matches Customers demonstrated payment history by providing notice to
Customer.

PAYMENT VIA AUTOMATED CLEARING HOUSE (“‘ACH”) OR ELECTRONIC
FUNDS TRANSFER (“*EFT"): The Customer Markup is conditioned upon payment being made
via ACH or EFT or other acceptable EFT method that provides Distributor with immediately
available funds. If Customer does not use ACH or EFT with its payment terms, the Customer
Markup will be increased by five basis points (+0.05%).

CSOSMarkup. Intheevent aCustomer or IDN elects not to remit ordersfor Schedule 11 Products
using Distributors electronic controlled substance ordering system (CSOS), Distributor shall
INCREA SE the Customer Markup by five basis points (+0.05% ) for such Customers or IDNs.

RETURN GOODS POLICY: The Customer Markup is conditioned upon Customer utilizing
Distributor standard returns goods policy set forth in Exhibit E of the Base Agreement.

DELIVERY FREQUENCY: The Customer Markup is conditioned upon each Facility receiving
no more than the number of scheduled deliveries per week set forth on Attachment 1, excluding
Sundays or holidays.

REBATES/DISCOUNTS.

b. Rebate Earning and Payment. Each rebate in this Agreement shall be paid via credit memo
(unless Distributor and Customer agreeto a different manner of payment) no later than thirty (30)
days following the end of the period in which such rebate is earned. Monthly and quarterly
rebates shall be paid on acalendar basis, prorated for any partial periods. Not-to-exceed amounts
will be prorated for any partial periods. Rebates that are subject to a not-to-exceed (“NTE”)
amount terminate when the NTE amount is earned and Digtributor shall have no liability for
payment of any amount in excess of the NTE amount. No rebates are paid on BLA Products or
Biosimilar Products hereunder, unlesstheindividua rebate is subject to aNTE amount, or unless
otherwise set forth in this Agreement.

CONDITION FOR REBATES/DISCOUNTS: To qudlify for the rebates and discounts in this
Agreement, Customer and Facilities must meet the Minimum Commitments throughout the
Agreement Term. In the event of any default or breach by Customer or any Facility of its
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obligations under this Agreement, such Facility’s (or Facilities) digibility for the rebates and
discounts in this Agreement may be suspended, upon Distributor’s notice (verbal or via email) to
Customer and/or Facility(ies), until such time as Customer and/or Facility(ies) cure such default or
breach. In the event of termination of this Agreement by any party for any reason whatsoever
during the Agreement Term hereof, Customer and Facilities' eligibility for rebates and discounts
shall immediately cease (for the avoidance of doubt, Distributor’s obligation to pay any rebate
earned prior to such termination would survive). For purposes of clarification, nothing herein shall
obligate Customer to pay back any discounts or rebates received from Distributor under this
Agreement. Rebates shall not be paid on Drop Shipped Products and Products with a Cost over
$30,000, unless otherwise set forth in the Agreement.

K. TAXES: If any federal, state, or local tax currently or in the future is levied on Distributor in a
jurisdiction where Distributor, Customer or any Facility does business and such tax relates or
applies to the Products, transactions or business activity covered by this Agreement (excluding
taxes imposed on Distributor’s net income), Distributor may request in writing (a “Request”) the
right to (i) separately invoice the applicable tax liability to Distributor associated with Customer’s
or a Facilitys (as applicable) purchases in such jurisdiction where alowed or (ii) renegotiate
pricing and/or other terms of this Agreement so as to reflect the effect of such tax. The Request
shall identify the tax and set forth the general nature and the specific adjustment(s) requested. As
soon as practicable after receipt of such Request by Customer, Distributor and Customer shall meet
and begin good faith negotiations. If, at the end of the sixty (60) days following receipt of a Request
by Customer, Distributor and Customer have been unable to agree on satisfactory pricing or other
terms, Distributor shall have the right to terminate this Agreement upon one-hundred twenty (120)
days' prior written notice to Customer.

L. INCREASE IN FUEL SURCHARGE: In the event that either (a) the “U.S. Regular Gasoline
Retail Prices (Cents per Gallon)’; as reported by the Department of Energy in “This Week in
Petroleum” (the “Index Price”), is greater than $5.50 or (b) Distributor is assessed a fuel surcharge
or other increase related to increased cost of fuel by its couriers, Distributor shall have the right to
charge a delivery surcharge (the “Fuel Surcharge”) of (i) $1.00 where the Index Price is between
$5.50 and $6.00, and (ii) $2.00 where the Index Price is greater than or equal to $6.00. The Fuel
Surcharge shall be assessed for each delivery stop made by avehicle, even if such stops are within
the same Facility or occursin the same location but at multiple times on the same day or otherwise.
Thus, for illustration purposes, if a Facility receives a morning and afternoon delivery which
requires that the driver deliver Products to two (2) locations within the Facility, the Fuel Surcharge
assessed would be $8.00 if the Index Price is $6.75. In the event that Distributor imposes a Fuel
Surcharge or removes the same pursuant to this section, such action will be effective upon five (5)
days written notice to Customer.
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ATTACHMENT 3-CITY PAYMENT TERMS

For all payment plans, the funds must be received by the Distributor at the designated remittance address
on or before the dates due. Payments due on Saturday shall be due on the preceding Friday. Payments due
on a Sunday shall be due on thefollowing Monday. Payments due on a holiday shall be due on the preceding
business day except when the holiday falls on a Monday. In that instance, payments shall be due on the
following business day.

In the event City chooses to utilize an electronic payment program or card-based platform for the payment
of Products ("E-Payable Program"), the Distributor shall participatein City's E-Payable Program, will offer
its full and timely cooperation in assisting City, or its designate, to make such E-Payable Program operate
successfully, and shall not impose any additiona fees, costs, penalties, surcharges or other chargesto City
based upon E-Payable Program utilization.

a. LatePayment Charges. Any service chargeson past due amounts will accrue only on the unpaid
balance of undisputed amounts at a daily rate not to exceed - per month (- Annual
Percentage Rate). At the City’s request, Distributor may waive late payment charges acting in its
sole discretion.

b. Disputed Invoices. Should the City dispute an invoice in good faith, City may report the issue
to Distributor within thirty (30) business days of invoice date. Distributor shall promptly research
the disputed invoice and City and Distributor shall use good faith to resolve the dispute. Disputed
invoicesare not subject to late fees or penalties during the resol ution of the dispute. Upon resolution
of such dispute, late fees or penalties applicable may be appliedif City was not justified in disputing
the applicable item(s) on invoice.

C. Revocation of Credit Privileges. Notwithstanding any other provision of the Agreement,
should City have an excessive late payment history or a substantial past due balance, Distributor
shall notify GPO and City in writing of the problem prior to Distributor removing City's credit
privileges. If Distributor rescinds City's credit privileges, the City shall be entitled to continue to
purchase Products and Services from Distributor on a C.O.D. basis.

d. Set-Off. Distributor shall set off any amount owing at any time from City against any amount
payable at any time by Distributor to City (i.e., credits-on-account as set forth in the Agreement
shall be deducted from amounts due before calculating any late payment penalties owed by the
City).

Thefollowing payment termswill be made availableto City so long asjustified under Distributor's general
credit policies. The City may elect to move to another payment term by providing written notice to the
Distributor. Distributor reserves the right to adjust pricing to the term that most closely matches City’s
demonstrated payment history.

REGULAR PAYMENT TERMS

PAYMENT TERMS BEYOND THE TERMS STATED HEREIN SHALL BE NEGOTIATED
BETWEEN THE CITY AND THE DISTRIBUTOR and Distributor will disclose the termsto GPO during
the reporting process set forth in the Base Agreement.
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1. WEEKLY STATEMENT PAYMENT

2. 15-DAY INVOICE PAYMENT

3. SEMI-MONTHLY STATEMENT PAYMENT

4. MONTHLY STATEMENT PAYMENT

5. PAYMENT UPON DELIVERY (C.0.D.)
Subject to Attachment 3, Section (c) (Revocation of Credit Privileges) above.
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ATTACHMENT 4 - PRODUCT RETURN POLICY

1. RETURNED GOODS
Subject to any separate policy and/or terms and conditions for returned goods adopted by Distributor for
purposes of complying with any applicable federal and/or state law, rule or regulation (including without
limitation laws, rules and regulations of the State of Florida), Distributor will process returned goods for

items purchased by City from Distributor, in accordance with Distributor’s Returned Goods Policy (which
is subject to change by Distributor, effective on thirty (30) days prior notice to City, as follows:

2. DEFINITIONS

(a) Saleable Products shall include the following:

1) Products are determined saleable by Distributor based on the ability to resell the item without
specia handling, refurbishing or other expense; or

2) Sdeable Products must have dating of current month plus six (6) months remaining until
expiration. Exceptionsto this dating policy are:

A) Refrigerated and other temperature-controlled Products; or

B) Products deemed permanently short-dated by Distributor and
manufacturers/vendors.

In the above-gpecified indance as set forth in Subsection (8)(2)(B) above, City shdl be permitted to return the
Productswith current month plusthree (3) monthsremaining until expiration.

(b) Unsaleable Products:

1) Products with less than current month plus six (6) months remaining until expiration (except
as otherwise provided in Subsection (1)(a));

2) Torn or damaged packaging;

3) Labelsattached (prescription or price sticker);
4) Soiled, stained or worn;

5) Safety or security seals not intact; or

6) Prescription Products returned to Distributor that does not include City’'s signature on the
returns authorization form to assure that such Products have been stored and protected under
proper conditions specified by the manufacturer/vendor.

Digributor reservestheright to determine whether Products are Saleable or Unsaleable on ingpection
of thereturned item.

3. PRODUCTSAUTHORIZED FOR RETURN TO DISTRIBUTOR
City must provide signed verification certifying that proper conditions for storage, handling and shipping
have been maintained for all Products returned to Distributor.

a) Saeable and Unsaleable Products that were purchased from Distributor unless otherwise blocked
for return (determined by manufacturer/vendor or Distributor);

b) If prescription (“Rx”) Products, City has attested that each specific unit of returned Rx Products
was purchased from Distributor and that the conditions specified by the manufacturer/vendor for
16
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storage, protection, handling, and shipping have been maintained at all times. Returned Rx
Products must also include the original invoice number in order to be Saleable, in compliance with
the Drug Supply Chain Security Act.

Unsaleable Products purchased from Distributor which can be returned by Distributor to the
manufacturer/vendor according to their policy;

Distributor Private Label Merchandise (Valu-Rite®, Health Mart®, Sunmark®, etc); and

Manufacturer/vendor recall or market withdrawal in original manufacturer containers. Authorized
returns of partials require City to include pill counts, NDC expiration date and lot number for any
Products not returned in its original manufacturer container.

EXCLUDED MERCHANDI SE:

Products not purchased from Distributor;

Products not physically carried by Distributor;

Products not eligible for return to the manufacturer/vendor or deemed collectible by Distributor;
Saleable Products returned that do not meet proper storage conditions;

Unsaleable returns on City’s or its buying group’s private label Products;

Products not in their original container;

Overbagged or “robot-ready” Products;

Products requiring refrigeration except for Products shipped by Distributor in error or received
damaged,;

Repackaged Products that have less than nine (9) months dating or are defined as Unsaleable
Products;

ScanPakTM Unit Dose and ScanPakTM Multi Dose Products that have less than nine (9) months
dating or are defined as Unsaleable Products;

Products discontinued by manufacturer/vendor and no longer stocked by Distributor;
Controlled Substances containing hazardous materias;

Partial bottles, liquids and other containers except for recalls of Products other than Controlled
Substances,

Schedule |1 Controlled Substances will be evaluated on individual return requests;
Products damaged or defaced at the City facility location or on the shelf; and

Home Healthcare Hub Products unless said Products were received damaged by City from
Distributor or said Products have been recalled/withdrawn by the manufacturer/vendor.

PRODUCT SHORTAGESAND MISPICKS

Distributor will provide credit for Product shortages and mispicks, provided that (x) City provides
Distributor the applicable invoice number and (y) any claim is submitted within five (5) business days
of the original invoice date. Claimsfiled after five (5) business days will not be considered.
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6. CREDITSISSUED

Didributor will provide the following credit based on the pricing rules outlined below in Subsection (6) as
caculated from invoice date to credit request date:

Salesble I I
N N
Received  Damagec |
or Short-dated
N nllln
[
I

Recall* if and to the extent Digtributor
recovers an equa percent from the

manufacturer/vendor.

Unsaleable Products if and to the extent Distributor
Eligible for Return to recovers an equa percent from the
Digributor* manuf acturer/vendor.

* Notwithstanding anything in this Agreement to the contrary, with regard to Unsaleable Products, recalls,
market withdrawals and any other manufacturer/vendor initiated returns (collectively, "Unsdegble and
Recdled Merchandise"), in the event a pharmaceutical manufacturer/vendor fails for any reason to pay
Didtributor for the cost of or any amounts due with respect to any Unsdeable or Recalled Merchandise returned
to Distributor by City or City’ s agent, City agreesthat City will be responsible for the collection of any unpaid
monies due from the manufacturer/vendor, and shall fully reimburse Digtributor for any credits or other forms
of advance, including deductions, that have dready been paid to or received by City for such Unsadeable or
Recalled Merchandise.

7. CITY ELIGIBILITY

Distributor reserves the right to designate if the Products returned by City are eligible for return, and
to determine the appropriate percentage of credit to be provided.

8. PRICING ON RECALLED AND RETURNED GOODS

Distributor will use the invoice price when City provides avalid invoice number.

If no invoice number is provided, the lowest price determined under the following pricing rules will

apply:

(&) City will be credited the contract price for Products which are Contract Products on the date that
return authorization is created.

(b) City will be credited a weighted average price based on City’s past twelve (12) month purchase
history for Non-Contract Rx/OTC Products.

(c) City will be credited the lowest price paid by City over the past twelve (12) months for Non-
Contract Generics Products.
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(d) City will be credited the manufacturer's’'vendor's published acquisition cost (exclusive of cash
discounts) on the date of the return authorization for Non-Contract Products purchased more than
twelve (12) months prior to the date the return authorization is created.

Any handling charges will apply where appropriate to the determined price.

Final credit will be issued based on the condition and timing of the returned goods to Distributor.
9. NOTIFICATION OF CHANGES

Distributor reserves the right to change the above stated Returned Goods Policy at any time with
thirty (30) days notification to City, including without limitation implementing modifications

required to meet applicable federal and/or state laws, rules and regulations, FDA and other regulatory
guidelines, and any additional restrictions applicable to returned Products.
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ATTACHMENT 5-DISTRIBUTOR’S CUSTOMER-FACING MANAGEMENT REPORTING
SYSTEM CAPABILITIES

This Exhibit sets forth the minimum specifications required for purchase history and management
reporting systemsthat shall be provided by Distributor (" Reporting Systems").

1. Distributor's Reporting Systems shall include a minimum twenty-four (24) months of City's
purchase history, detailed by month, to include actual prices paid, quantities purchased, and
quantities returned or credited, contract type indicator (e.g., GPO, individual, etc.) and Product
description.

2. The Reporting Systems shall include all Productsin the Ordering System's catalog in addition to
the Products that have purchase history. Such Reporting Systems shall clearly identify and
distinguish Product |abels to facilitate such identification. Such Product identification and
distinction shall be obviousto a customer familiar with Distributor's Reporting Systems.

3. The Reporting System shall create reports at the individual facility level and roll up sales history
to summarize sales at the IDN level. City shall be able to define which Distributor account
numbers to combine/include when creating a sales history report.

4. Reserved.

5. The Reporting Systems shall include an advanced report-writing function that City shall be able
to use to create and customize reports as needed. Examples of reports that are available
include:

a 80/20 velocity report

b. Purchases by Supplier

C. Purchases by therapeutic class

d. Purchases by generic name

e Controlled substance purchases

f. Contract priced Product listing, with delineation by contract type

g. Purchases by Product category, such as: branded vs. generic Product, single source
vs. multiple source Product, Rx vs. non-Rx Product

h. Purchases by Orange Book bioequivalence codes

6. The Reporting System shall accommodate user-defined query parameters, including time-period of
purchase history and the ability to limit the report by Supplier and contract type. The Reporting
System shal have the capability to generate a purchase history report for al City Net Salesover a
prior twelve (12) month period, including Product NDC, Product description, total units purchased,
current price WITHOUT Member Markup (the price the City would be invoiced WITHOUT
Member Markup if City ordered the Product that day), and current price WITH Member Markup
(the price the City would be invoiced if City ordered the Product that day).

7. Reports shall be viewable on-screen, printed, or downloaded/exported in a standard format that

iseasily imported into Microsoft Excel.
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8. City shall be able to access the Reporting Systems via multiple logins to the Reporting Systems,
and each such login shall have a separate password and secure access.
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ATTACHMENT 6- NON-INJECTABLE GENERICSAUTO-SHIP PROGRAM DESCRIPTION

Non-I njectable Generics Auto-Ship Program Description

I
=
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ATTACHMENT 7: DISASTER RESPONSE PLAN

Distributor will submit a comprehensive Disaster Response Plan (substantively addressing the
topicsidentified below) to City as part of this Agreement.

Planning for an Emergency

l. Introduction

[I.  Corporate Objective

[11. Definition of an Emergency

V. Review Internal Plans and Policies

V.  Establish an Evacuation Procedure

VI. Meet with Community Experts

VII. Identify Specific Codes and Regulations

VIII. Identify critical Products, Operations and Services
IX. Locate Company Specific Resources for Emergencies
X.  Traning

Xl. Distribution of the Plan

Procedures during an Emer gency

XII. Procedure for Reporting Emergencies

X111, Procedure for Evaluating Severity of an Emergency
XIV. Emergency Response Team

XV. Communications During an Emergency

XVI. Procedure for Handling Emergencies

XVII. Contacting Outside Service

XVI1l. Hazardous Materias

XIX. Evacuation Procedure

XX.  First Aid

Action following an Emer gency
XXI. Recovery and Restoration
XXI1. Evaluation and Modification of the Plan

Appendixes

Appendix | Persons Qualified to Act as Emergency Coordinators
Appendix I Outside Agencies--Emergency Telephone Listing
Appendix I11 Internal Emergency Phone Call List Sample

Appendix IV Evacuation Routes

Appendix V Emergency Assembly Reporting Procedure

Appendix VI Job Descriptions

Appendix VII Persons Responsible for Hazardous Waste Management
Appendix VI Emergency Checklists

Appendix IX Guidance for Preparation of Spillage Confirmation Report
Appendix X Business Continuity and Disaster Preparedness Websites
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APPENDIX B -CALCULATION OF CHARGES

Department Unit FY 18 19 FY 19 20 FY 20 21 FY 2122 Estimated Total
Zuckerberg San Francisco General Hospital 36,341,212.00 39,248,508.96 42,388,389.68 117,978,110.64
Laguna Honda Hospital 12,674,574.00 13,688,539.92 14,783,623.11 41,146,737.03
Jail Health Services 3,246,164.00 3,505,857.12 3,786,325.69 10,538,346.81
Primary Care 2,095,079.00 2,262,685.32 2,443,700.15 6,801,464.47
Community Behavioral Health 1,351,399.00 1,459,510.92 1,576,271.79 4,387,181.71
Public Health Division
55,708,428.00 60,165,102.24 64,978,310.42 180,851,840.66

Taxes

Sub Total (All Units) 180,851,840.66

Contingency 21,702,220.88

Guaranteed Maximum Cost 202,554,061.54
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ATTACHMENT 1 to APPENDIX B-1 : MCKESSON PHARMA MOD#1 BUDGET SUMMARY

Total Contract

Line# Departmental Unit FY 2324 FY 24 25 FY 25 26 FY 26 27 FY 27 28 Value of Amendment #1 Budgeted Amount

2/1/2024 - 7/1/2024 - 7/1/2025 - 7/1/2026 -

6/30/2024 6/30/2025 6/30/2026 6/30/2027 7/1/2027 - 6/30/2028 Calender Year 2023 2/1/2020 - 6/30/2028

Zuckerberg San Francisco General Ho$  13,581,842.00 $ 36,725,300.00 $ 42,234,095.00 $ 48,569,209.00 $ 55,854,590.00 $ 196,965,036.00 $ 300,839,523.00

Laguna Honda Hospital $ 8,305,941.00 $ 22,459,265.00 $ 25,828,154.00 $ 29,702,377.00 $ 34,157,733.00 $ 120,453,470.00 $ 183,977,653.00

Jail Health Services $ 2,127,285.00 $ 5,752,179.00 $ 6,615,005.00 $ 7,607,255.00 $ 8,748,343.00 $ 30,850,067.00 $ 47,119,635.00

Primary Care $ 1,372,953.00 $ 3,712,465.00 $ 4,269,334.00 $ 4,909,734.00 $ 5,646,194.00 $ 19,910,680.00 $ 30,411,080.00

Community Behavioral Health $ 4,862,498.00 $ 13,148,194.00 $ 15,120,423.00 $ 17,388,486.00 $ 19,996,758.00 $ 70,516,359.00 $ 107,704,943.00

Public Health Division $ 419,406.00 $ 1,134,074.00 $ 1,304,185.00 $ 1,499,812.00 $ 1,724,783.00 $ 6,082,260.00 $ 9,289,898.00

$ 30,669,925.00 $ 82931,477.00 $ 95,371,196.00 $ 109,676,873.00 $ 126,128,401.00 $ 444777,872.00 $ 679,342,732.00

Sub Total (All Units) $ 679,342,732.00

Pharmaceutical Innovation Initiatives $ 64,443,706.00

Subtotal of All Pharmaceuticals $ 743,786,438.00

Taxes (Over the Counter) $ 150,000.00

Sub Total $ 743,936,438.00

Contingency $ 88,668,056.00

Sub Total $ 832,604,494.00

Holdover Amount (Calculated from the last 12 months of the contract) $ 145,047,661.00

Guaranteed Maximum Cost $ 977,652,155.00

16

Starting FY 23/24 15% annual increase to account for anticipated drug price inflation.

Line 9: HCV in Jail Health. Funding for such services are subject to budgetary approval. Emerging Specialty Drugs expected to be ready for use on patients over the course

of the Agreement. For ammendment # 1 Carried over Pharmaceituical iniative amount

Line 11: Only Over the Counter (OTC) Drugs are taxable
Line 8: 20 % of the last 12 months of the contract will give DPH 1 year of uninterrupted service to find an alternate vendor if needed.
Holdover terms are specificed under section 2.2 of the contract. The holdover period shall be FY 28 29 (7/1/2028 - 6/30/2029)

FY 23/24 full year amounts are as follows:

Zuckerberg SFGH

Laguna Honda Hospital

Jail Health Services

Primary Care

Community Behavioral Health
Public Health Division

$31,935,044.00
$19,529,796.00
$5,001,895.00
$3,228,231.00
$11,433,213.00
$986,152.00

Total FY 23/24 Amount

$72,114,331.00

Document Date: 10/2/2023
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SAN FRANCISCO DEPARTMENT OF PUBLIC HEALTH

REVISION TO PROGRAM BUDGETS (RPB) #1

The Department of Public Health hereby requests a revision to the Program Budgets of F$P Contract | D# 10000013809,
in order to clarify standard contractual clauses.
¥k kkkkkkkkkkhkhkhkhkhkkhkkhkKhkhkhkhkhkkhkhkhkhkhkhkhkhkkhkkhkkhkkhkKhkhkhkkkhkhkkhkhkhkhkhkkkkkKk*k Kk Kk k%

WHEREAS, the City and County of San Francisco, through its Department of Public Health (“DPH"), entered
into a group purchasing distribution agreement with McK esson Corporation (“ Distributor”) dated November 1, 2019,
hereinafter referred to asthe “ Agreement,” with a not-to-exceed contract amount of $381,382,991, comprised of a base
contract amount of $232,625,513 (“Base”), aFY 20 21 Pharmaceutica Innovation Initiatives amount of $ 34,395,955
(“Pharmaceutical Innovation Initiatives”), ataxes amount of $150,000 (“Taxes"), and a contingency amount of
$32,152,595 (“ Contingency”); and

WHEREAS, the term and $381,382,991 not-to-exceed contract amount of the Agreement remain unchanged,;
NOW THEREFORE, The City and Contractor agree as follows.
1 Definitions. The following definitions shall apply to this Amendment:

l.a. Agreement. Theterm“Agreement” shall mean the group purchasing distribution agreement dated
November 1, 2019, between Contractor and City.

1.b. Other Terms. Terms used and not defined in this Amendment shall have the meanings assigned to
such terms in the Agreement.

2. Revision to Section 6.a. of Appendix A to the P-250 — Supply Agreement.
2.1,  Section 6.a. Section 6.a. “Rebates/Discounts’ of the Agreement currently reads as follows:

6. a. Monthly Rebate. Commencing on the Effective Date, City is eligible to earn amonthly (each month, an
“Earning Period”) rebate equal to 2.00% of its Product purchases from Distributor, less all returns, not to exceed $30,000
in aggregate for all Earning Periods per Contract Y ear. Each twelve (12) month period ending on the anniversary of the
Effective Date shall constitute a“Contract Year.” For clarity, the aggregate rebate over the total uninterrupted five (5)
year term of this Agreement is $150,000.

Such section shall be replaced in its entirety to read as follows:

6.a. Monthly Rebate. Commencing on the Effective Date, City is eligible to earn a monthly (each month,
an “Earning Period”) rebate equal to 2.00% of its Product purchases from Distributor, less all returns, not to exceed
$30,000 in aggregate for all Earning Periods per Contract Year. Each twelve (12) month period ending on the
anniversary of the Effective Date shall constitute a“Contract Year.” For clarity, the aggregate rebate over the total
uninterrupted four (4) year initial term of this Agreement is $120,000.

3. Legal Effect. Except as expressly revised herein, al of the terms and conditions of the Agreement shall remain
unchanged and in full force and effect.

IN WITNESS WHEREOF, the parties hereto have executed this Revision to Program Budgets on the day first mentioned

above.
CITY: CONTRACTOR:
DocuSigned by: DocuSigned by:
[?o(am( Pickons | Scott Millen
Roland Prekens ott Milfer ™"
Director, SF Health Network President, Health Systems MCKESSON
San Francisco Department of Public Health CORPORATION

Contract 1D # 1000013809 1 Revision: 09/30/2020
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FILE NG. 200012 ; . RESOLUTION NO. 123-20

[Agreement Retroaotrve McKesson Corporation ~ Group Purchasrng Drstrlbutron of
Pharmaceuticals - No’c to Exceed $381 382,991]

Resoluﬁon retroactively approving an agreement between McKesson Corporation ‘and 3

the Department oflPublic Health for a group purchasing agreement for the purchase of o .

pharmaceutlcals for a total amount not to exceed $381,382,991 for a term of five years ' 4

from February 1, 2020, through January 31, 2024.

'WHEREAS, The Department of Public Health (DPH) has the ongoing need to procure -

a broad range of pharmaceutical products for use in the daily delivery of care to patients of

 varlous Department programs; and

WHEREAS, This Agreement was procured as required by San Francisco

_ Admlnrstratrve Cod.e, Chapter 21.A.2, Membershlp in Group Purchasing Organ,lzaﬁons'; and’ -

- WHEREAS, San Francisco Charter Secﬁon 9.118(b) requires thatthe Board of
Supervrsors approve by resolutron all City contracts having an-amount in excess of ten mrllron
dollars: now, therefore, be it .

RESOLVED, That the Board of Supetrvisors hereby authorizes the Director of Public "', L
Health and the Director of the Office of Contract Administration/Purchaser, on behalf of the

Clty and County of San Francisco, o execute an agreement with McKesson Plasma and’

Brologrcs LLC for the purchase of pharmaceutical products biologics and specialty drugs for a i
 total amount not to exceed $381 382,991, for term of five years, February 1, 2020, fhrough" K
 January 31, 2024; and, be it |

‘ FURTHER RESOLVED That the Board of Supetvisors authorrzes the
Department of Public Health to enter into any amendments or modifications to the
oontract, prior to its final execution by all parties, that the Department deterrnines, in

consultatron with the City Attorney, are in the best interest of the City, do not otherwise

Department of Public Health . : ’ e
BOARD OF SUPERVISORS ' . ’ . Page 1 |
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miaterially increase the obligations or liabilities of the City, are necessary or advfsa_ble to -
effectuate the purposes of the contract, 've'md are’in complianéé with all applicable laws;
and, be it | - |

FURTHER RESOLVED, That within thirty (30) days of the contract being fully e)Fchted
by all partiés,.the Director of Heath and/or the Director of the Office 6f Contract

'Administratioanurchasér shall provide the final contracts to the Clerk of the Board for

inclusion into the official File No. 200012 .

RECOM E‘NDED& P j

Dr. Grant Colfax
Director of Health

Department of Public Health .
BOARD OF SUPERVISORS : * Page 2
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City and County of San Francisco City Hall
1 Dr. Carlton B. Goodlett Place
Tails San Francisco, CA 94102-4689
Resolution
- File Number: 200012 Date Passed: March 24, 2020

Resolution retroactively approving an agreement between McKesson Corporation and the
Department of Public Health for a group purchasing agreement for the purchase of pharmaceuticals
for a total amount not to exceed $381,382,991 for a term of five years, from February 1, 2020,

through January 31, 2024.

February 12, 2020 Budget and Finance Committee - RECOMMENDED

March 24, 2020 Board of Supervisors - ADOPTED

Ayes: 11 - Fewer, Haney, Mandelman, Mar, Peskin, Preston, Ronen, Safai,
Stefani, Walton and Yee ’

File No. 200012 | hereby certify that the foregoing
Resolution was ADOPTED on 3/24/2020 by
the Board of Supervisors of the City and
County of San Francisco.

4&T=D-CAQN:.A.QQ

Angela Calvillo
Clerk of the Board

48]0

London N. Breed ' IDate(Approved
Mayor

City and County of San Francisco Page 1 Printed at 4:10 pm on 3/25/20






City and County of San Francisco
Office of Contract Administration
Purchasing Division
City Hall, Room 430
1 Dr. Carlton B. Goodlett Place
San Francisco, California 94102-4685

Agreement between the City and County of San Francisco and

McKesson Corporation
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AGREEMENT

This Agreement is made this 1st day of November, 2019, in the City and County of San Francisco, State of
California, by and between McKesson Corporation (“Distributor”) and City.
Recitals

WHEREAS, the Department of Public Health (“Department”) wishes to enter into a group purchasing
distribution agreement with McKesson; and

WHEREAS, this Agreement was procured as required by San Francisco Administrative Code Chapter
21.A.2, including the requirement that the City buy ninety percent (90%) of its pharmaceutical supply in
order to obtain Prime Vendor pricing from Distributor; and

WHEREAS, the Department controls one or more “Facilities” (as defined in Article 1 below); and

WHEREAS, Distributor is engaged in the business of providing distribution services, including the
purchasing and reselling of Products for which the City’s Group Purchasing Organization (“GPO”) has
contracted with a supplier to provide City at a set price (“Contract Products™); and,

WHEREAS, Distributer represents and warrants that it is qualified to perform the Services required by
City as set forth under this Agreement; and

Now, THEREFORE, the parties agree as follows:
Article 1 Definitions
The following definitions apply to this Agreement:

1.1. "Agreement" means this contract document, including all attached appendices, which are
incorporated herein by reference.

1.2. “Base Agreement” means the current or successor pharmacy distribution services
agreement, which may be extended or renewed from time to time, between Distributor and the City’s current
GPO.

1.3.  "City" or "the City" means the City and County of San Francisco, a municipal corporation,
acting by and through both its Department of Public Health.

14. “City Program Budget Revision” means City’s reallocation of contingency amounts
available with respect to the Agreement in accordance with Article 3 of the Agreement.

1.5. “Contested Amount” means the amount of a charge from Distributor that the City disputes
in writing in good faith.

1.6. "Distributor" means McKesson Corporation, a Delaware corporation, with a place of
business at 1 Post Street, San Francisco CA 94104 (herein also referred to as “McKesson,”).

1.7. “Commencement Date” means November 1, 2019, provided this Agreement has been
approved by the Board of Supervisors and mutually executed by the Parties.

1.8. “Controller” means the Controller of the City and County of San Francisco.

1.9. "Effective Date" means the date upon which the City's Controller certifies the availability

of funds for this Agreement as provided in Section 3.2.

1.10. “Facility” means any pharmacy over which City exercises control for the selection of a
wholesale pharmaceutical distributor, whether by ownership or contract. A list of all Facilities as of the
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Effective Date, including their respective “ship to” addresses and number of deliveries per week is attached
to this Agreement as Attachment 1 and is incorporated herein by reference. The City may update
Attachment 1 upon the written consent of Distributor (e.g. such as via email), which consent shall not be
unreasonably withheld. Upon Distributor providing such consent, Attachment 1 shall be deemed to include
the name of the pharmacy, its “ship to” address, and number of deliveries per week (whereupon such
pharmacy shall become a Facility hereunder).

1.11. *“Guaranteed Maximum Price” or “GMP” means the total not-to-exceed contract price
certified by the Controller and detailed in Appendix B (Calculation of Charges). Any increase in the GMP
will require a Formal Amendment to the Agreement.

1.12. “Group Purchasing Organization” or “GPQO” means the current group purchasing
organization authorized to provide competitively procured items to the City under San Francisco
Administrative Code Section 21.A.2 as a member of such organization, directly or through distributers, as
of the effective date of this Agreement.

1.13. “Formal Amendment” means a fully executed written amendment to this Agreement that
has been approved by each Party in accordance with the terms of Article 3 of the Agreement. A Formal
Amendment can either increase the GMP or reallocate contingency amounts.

1.14. “Member Markup” means the adjustment for City’s average total monthly Net Purchase
Volume and invoice management practice as set forth in the markup matrix in Appendix A, Attachment 2
attached hereto.

1.15. “Net Sales” is defined as the invoice price to City, net of credits and returns, if any, but
without deduction of uncollected amounts, for each Product purchased by City.

1.16. "Party" and "Parties" mean the City and Distributor either collectively or individually.

1.17. “Prime Vendor” means McKesson as Distributor under the Base Agreement or Successor
Agreement.

1.18. *“Products” means products for which the City’s Group Purchasing Organization (“GPO”)
has contracted with Distributor to provide City at a set price, and additional products purchased at
Wholesale Acquisition Cost as necessary for City to achieve it Prime Vendor commitment;

1.19. "Services" means distribution services of Distributor provided to the City under this
Agreement, including the purchasing and reselling of Products;

1.20. “Successor Agreement” means a national pharmacy distribution services agreement
following the Base Agreement’s expiration or early termination, including as the result of the GPO’s award
to Distributor of a successor pharmacy distribution services agreement.

1.21. “Uncontested Amount” means an amount charged by Distributor that is not then a
Contested Amount.

Article 2 Term of the Agreement
2.1 Term.

The term of this Agreement shall commence on November 1, 2019 and expire on October 31, 2023, so long
Distributor has a GPO Base Agreement in place, unless earlier terminated as otherwise provided herein.
Both Parties understand and agree that within one year in advance of the expiration date, the City must
commence its process to renew and/or replace this Agreement. In the event that such renewal is not
completed before the expiration of the Term, the Holdover Extension of Section 2.2 will apply.
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2.2 Holdover Extension.

Should this Agreement expire without a new agreement in place, at that time as mutually agreed by the
Parties, this Agreement and associated budget may remain in full force and effect for a period of twelve
(12) months. The best estimated Holdover Extension budget shall be detailed in Appendix B (Calculation
of Charges). The applicable Product prices during the Holdover Extension shall be based upon the last
year’s annualized budget, plus ||| . 2s reconciled to Distributors actual Holdover
Extension pricing at the start of the Holdover Extension term. For clarity, the Holdover Extension budget
is not intended in any respect to place a cap on Distributor’s pricing and the Holdover Extension may be
exercised only if both mutually agree. The Holdover Extension term, if exercised, will be tied to the
Holdover Extension budget. i.e., If the Holdover Extension budget is exhausted, the Holdover Extension
term will expire unless otherwise mutually agreed. All terms and conditions of the Agreement shall apply
during the Holdover Extension. Should drug prices and/or Distributor’s cost of delivering Services change,
the Parties may further discuss the Holdover Extension pricing.

2.3 City Disadvantage.

City will evaluate the terms and conditions of this Agreement and the Distributor’s Successor Agreement
to determine whether City may be materially disadvantaged by the terms and conditions of this Agreement
and Successor Agreement as of the Successor Agreement Effective Date as compared to this Agreement
(“Disadvantage”). If City determines in good faith that City may be Disadvantaged, City may send
Distributor written notice thereof within ninety (90) days following the Successor Agreement Effective
Date or amendment thereto, within the direct or indirect scope of such amendment. Upon Distributor’s
receipt of such notice, City will meet with Distributor to discuss in good faith such determination and will
provide Distributor a reasonable opportunity to review and address such determination which may include
addressing value added services and programs. If Distributor is unable to address City’s determination of
a Disadvantage to City’s satisfaction, City may terminate this Agreement effective on sixty (60) days’ prior
written notice, or upon longer notice as determined appropriate by the City.

2.3.1  The determination of Disadvantage will be measured by comparing the terms
and conditions of this Agreement and the Successor Agreement, as of the Successor Agreement effective
date, exclusive of any term or condition that is a result of a regulatory change mandated to Distributor.

2.3.2  During the sixty (60) day or longer period following notice of termination
under Section 2.3 above (the “Transition Period”), City may need to establish a relationship with another
distributor to reasonably satisfy its pharmacy needs. Such relationship could cause Distributor to lose
“Prime Vendor” status with City. In this event, during the Transition Period, Distributor shall not
unilaterally increase the City markup set forth on Appendix A — Supply Agreement, Attachment 2 (“City
Markup”) or in any other way take away financial incentives or impose new fees on City as a result thereof.

2.3.3  For the avoidance of doubt, this Agreement shall be subject to the terms and
conditions of the Successor Agreement, as modified by this Agreement, as of the Successor Agreement
effective date regardless of whether City provides notice of Disadvantage or of its election to terminate this
Agreement as described in this section.

2.3.4 Notwithstanding anything to the contrary herein, determination of
Disadvantage and the decision to terminate will be made within the strict confines of the provisions of
Section 2.3 herein. Determination of Disadvantage and the decision to terminate shall specifically not
include consideration of competitor terms and conditions.
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Article 3 Financial Matters

3.1 Certification of Funds; Budget and Fiscal Provisions.

This contract is subject to the budget and fiscal provisions of City’s Charter. Charges will accrue only after
prior written authorization certified by City’s Controller and amount of City’s obligation hereunder shall
not at any time exceed the amount certified for the purpose and period stated in such advance authorization.
This section shall control against any and all other provisions of this contract.

3.2 Certification of Funds.

The City's obligation hereunder shall not at any time exceed the amount certified by the Controller for the
purpose and period stated in such certification. Except as may be provided by laws governing emergency
procedures, officers and employees of the City are not authorized to request, and the City is not required to
reimburse the Distributor beyond the agreed upon contract scope unless the changed scope is authorized by
Formal Amendment and approved as required by law. Officers and employees of the City are not authorized
to offer or promise, nor is the City required to honor, any offered or promised additional funding in excess
of the maximum amount of funding for which the contract is certified without certification of the additional
amount by the Controller. The Controller is not authorized to make payments on any contract for which
funds have not been certified as available in the budget or by supplemental appropriation. For avoidance
of doubt, the City is not permitted to continue ordering Services should funding not be certified.

Distributor and City will review the City’s expenditure rate quarterly to ensure that each understands
whether demand will exceed the Guaranteed Maximum Price currently certified by the Controller to enable
the City to seek additional funds, as appropriate.

3.3 Formal and Informal Agreement Changes.
The Parties understand and agree that budget revisions are subject to the following:

3.3.1 Formal Contract Amendment: Distributor shall not be entitled to an
increase in the Guaranteed Maximum Price or an extension of the Term unless the Parties agree to a Formal
Amendment in accordance with the San Francisco Administrative Code and Section 11.5 (Modification of
this Agreement).

3.3.2 City Revisions to Program Budgets: The City shall have authority, without
the execution of a Formal Amendment, to purchase additional Services and/or make changes to the work
in accordance with the terms of this Agreement (including such terms that require Distributor’s agreement),
not involving an increase in the GMP or the Term by use of a written City Program Budget Revision.

3.4 Guaranteed Maximum Price.

Distributor shall provide an invoice to the City on a monthly basis for Services completed in the immediate
preceding month, unless a different schedule is set out in Appendix B, "Calculation of Charges."
Compensation shall be made for Services identified in the invoice that the Director of Health, in his or her
sole discretion, concludes has been satisfactorily performed in material conformance with the requirements
set forth in this Agreement. Payment shall be made in conformance with Appendix A, Attachment 3, unless
the City notifies the Distributor that a dispute as to the invoice exists in accordance with Section 11.6.1. In
no event shall the amount of this Agreement exceed THREE HUNDRED EIGHTY ONE MILLION
THREE HUNDRED EIGHTY TWO THOUSAND NINE HUNDRED NINETY ONE ($381,382,991).
The breakdown of charges associated with this Agreement appears in Appendix B, “Calculation of
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Charges,” attached hereto and incorporated by reference as though fully set forth herein. Contested
Amounts shall be resolved pursuant Section 11.6 (Dispute Resolution). Late payment charges, if
applicable, shall be resolved pursuant to Appendix A, Attachment 3, of the Agreement in accordance with
to the Base Agreement terms, and may be paid from budgeted contingency funds as appropriate.

3.5 Discounts—Terms of Payment.
Discounts and terms of payment shall be as set forth in Appendix A - Supply Agreement, Attachment 2
(Member Markup and Commitments) of the Agreement.

3.6 Place of Manufacture.
No article furnished hereunder shall have been made in prison or by convict labor, except articles purchased
for use by City’s detention facilities.

3.7 Electrical Products. (Reserved)

3.8 Condition of Articles.
Articles offered and furnished must be new and previously unused, unless otherwise specified herein.

3.9 Inspection.

All articles supplied shall be subject to inspection and acceptance or rejection by Purchasing or any
department official charged with such duty. Non-conforming or rejected goods may be subject to
reasonable storage fees.

3.10 F.O.B.Point.
F.O.B destination in San Francisco, freight prepaid and allowed, unless otherwise specified.

3.11 Failure to Deliver. (Reserved — See Supply Agreement, Attachment 2, Section 11(e)—
Termination for Adjusted Fill Rate)

3.12 Material Safety Data Sheets. (Reserved — See Supply Agreement, Attachment 2,
Section 11(f) — Product Compliance/Quality)

3.13 Invoice Format.

Invoices furnished by Distributor under this Agreement must be in a form acceptable to the Controller and
City, sample copies of which are attached as Appendix F each to include a unique invoice number, unless
mutually agreed by the Parties.

3.14 LBE Payment and Utilization Tracking System. (Reserved — Not Applicable)
3.15 Getting paid for goods and/or services from the City.

@) All City vendors receiving new contracts, contract renewals, or contract
extensions must sign up to receive electronic payments through, the City's Automated Clearing House
(ACH) payments service/provider. Electronic payments are processed every business day and are safe and
secure. To sign up for electronic payments, visit www.sfgov.org/ach.

(b) The following information is required to sign up: (i) The enroller must be
their company's authorized financial representative, (ii) the company's legal name, main telephone number
and all physical and remittance addresses used by the company, (iii) the company's U.S. federal employer
identification number (EIN) or Social Security number (if they are a sole proprietor), and (iv) the company's
bank account information, including routing and account numbers.
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(©) Payment shall be made by City as specified in Appendix A, and this
Avrticle 3.

3.16  Audit and Inspection of Records.

The City may, upon 30 days’ advance written notice and in accordance with San Francisco Administrative
Code Section 21.34, during business hours and without disruption to Distributor’s regular business
practices, at a location to mutually agreed to by the Parties, audit the books and records of Distributer to
the extent that such books and records relate to the performance of this Agreement. Such books and records
shall be maintained by Distributor for three years from the date of final payment under this Agreement,
unless a shorter period is otherwise authorized in writing. The City understands and agrees that this audit
right is limited to books and records related to the City and does not extend to books and records of other
Distributor customers. If a third-party conducts the audit for the City, such third-party may be required to
execute a non-disclosure agreement provided and approved by Distributor.

3.17  Submitting False Claims.

Pursuant to San Francisco Administrative Code §21.35, any contractor, subcontractor or consultant who
submits a false claim shall be liable to the City for the statutory penalties set forth in that section. A
contractor, subcontractor or consultant will be deemed to have submitted a false claim to the City if the
contractor, subcontractor or consultant: (1) knowingly presents or causes to be presented to an officer or
employee of the City a false claim or request for payment or approval; (2) knowingly makes, uses, or
causes to be made or used a false record or statement to get a false claim paid or approved by the City; (3)
conspires to defraud the City by getting a false claim allowed or paid by the City; (4) knowingly makes,
uses, or causes to be made or used a false record or statement to conceal, avoid, or decrease an obligation
to pay or transmit money or property to the City; or (5) is a beneficiary of an inadvertent submission of a
false claim to the City, subsequently discovers the falsity of the claim, and fails to disclose the false claim
to the City within a reasonable time after discovery of the false claim.

Article 4 Distribution Terms

4.1 Supply Agreement.

Distributor agrees to perform the Services provided for in Appendix A, “Supply Agreement.” Officers and
employees of the City are not authorized to request, and the City is not required to reimburse the Distributor
for Services beyond the scope listed in Appendix A unless Appendix A is modified as provided in Sections
3.3 above (Formal and Informal Agreement Changes).

4.2 Assignment.

Neither this Agreement nor any obligations hereunder may be assigned or delegated by Distributor unless
first approved by City by written instrument executed and approved in the same manner as this Agreement.
Any purported assignment made in violation of this provision shall be null and void.

4.3  Warranty.

Distributor warrants to City that the Product distribution Services will be performed consistent with
commercially reasonable professional procedures and practices, and in conformance with generally
accepted standards prevailing at the time the distribution is performed so that all distribution is performed
as contemplated in this Agreement as detailed in Appendix A (Supply Agreement).
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4.4 Liquidated Damages. (Reserved — Contained in Attachment 2, Section 11(b)(i) of
Appendix A — Supply Agreement)

Article 5 Insurance and Indemnity
5.1 Insurance Policy Requirements.
511 Distributor must maintain in force, during the full term of the

Agreement, insurance in the following amounts and coverages:

@) Workers’ Compensation, in statutory amounts, with Employers’
Liability Limits not less than $1,000,000 each accident, injury, or illness;

(b) Commercial General Liability insurance that includes the Products-
completed operations hazard. Such insurance shall contain a minimum combined single limit of liability
for bodily injury and property damage in the amounts of not less than $2,000,000 per occurrence and
$10,000,000 in the aggregate. The liability limits may be satisfied through a combination of primary
and excess policies. Distributor shall provide a certificate of insurance to City within fifteen (15) days
following City’s request therefor, indicating the foregoing coverage, issued by an insurer with A.M.
Best rating of A-8 or greater authorized to do business in the state of California; and

(c) Commercial Automobile Liability Insurance with limits of $1,000,000
each occurrence, “Combined Single Limit” for Bodily Injury and Property Damage, including Owned,
Non-Owned, and Hired auto coverage, as applicable.

512 Include as Additional Insured Vendors Endorsement, with respect to the
terms of the written agreement, the City of San Francisco, its Officers, Agents, and Employees.
Commercial Liability and Commercial Automobile Liability Insurance policies are primary insurance
to any other insurance available to the City for the negligent acts, errors, or omissions solely caused by
Distributor, with respect to any claims arising out of this Agreement.

5.2 Insurance Amendments.

In the event that Distributor amends said liability insurance in a manner that would materially alter the
information contained in the insurance certificate provided to City, Distributor shall provide City with a
new certificate as soon as practicable after Distributor makes such amendment(s). All policies shall be
endorsed to provide thirty (30) days’ advance written notice to the City of cancellation for any reason,
intended non-renewal, or reduction in coverages. Notices shall be sent to the City address set forth in
Section 11.1, entitled “Notices to the Parties.” Should any required insurance lapse during the term of this
Agreement, requests for payments originating after such lapse shall not be processed until the City receives
satisfactory evidence of reinstated coverage as required by this Agreement, effective as of the lapse date.

53 Distributor Indemnification.

Distributor shall indemnify and save harmless City and its officers, agents and employees from, and, if
requested, shall defend them against any and all loss, cost, damage, injury, liability, and claims thereof for
injury to or death of a person, including employees of Distributor or loss of or damage to property, arising
directly or indirectly from Distributor’s performance of this Agreement, including, but not limited to,
Distributor’s use of facilities or equipment provided by City or others, except to the extent that such
indemnity is void or otherwise unenforceable under applicable law in effect on or validly retroactive to the
date of this Agreement, and except to the extent such loss, damage, injury, liability or claim is the result of
the active negligence or willful misconduct of City, in which case liability and damages shall be shared on
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a pro rata basis between the Parties under the California doctrine of comparative fault. The foregoing
indemnity shall include, without limitation, reasonable fees of attorneys, consultants and experts and related
costs and City’s costs of investigating any claims against the City. In addition to Distributor’s obligation
to indemnify City, Distributor specifically acknowledges and agrees that it has an immediate and
independent obligation to defend City from any claim which actually or potentially falls within this
indemnification provision, even if the allegations are or may be groundless, false or fraudulent, which
obligation arises at the time such claim is tendered to Distributor by City and continues at all times
thereafter. Distributor shall indemnify and hold City harmless from all loss and liability, including
attorneys’ fees, court costs and all other litigation expenses for any infringement of the patent rights,
copyright, trade secret or any other proprietary right or trademark, and all other intellectual property claims
of any person or persons in consequence of the use by City, or any of its officers or agents, of articles or
services to be supplied in the performance of this Agreement

54 Survival.

Section 5.3 and the obligations contained therein shall survive the expiration or earlier termination of this
Agreement.

Article 6 Liability of the Parties
6.1 Liability of City.
CITY'S PAYMENT OBLIGATIONS FOR SERVICES UNDER THE AGREEMENT SHALL BE
LIMITED TO THE AMOUNT OF THE GMP AUTHORIZED UNDER THIS CONTRACT.
NOTWITHSTANDING ANY OTHER PROVISION OF THIS AGREEMENT, IN NO EVENT SHALL
CITY BE LIABLE, REGARDLESS OF WHETHER ANY CLAIM IS BASED ON CONTRACT OR
TORT, FOR ANY SPECIAL, CONSEQUENTIAL, INDIRECT OR INCIDENTAL DAMAGES,
INCLUDING, BUT NOT LIMITED TO, LOST PROFITS OTHER THAN ANTICIPATED FEES

UNDER THIS AGREEMENT, ARISING OUT OF OR IN CONNECTION WITH THIS AGREEMENT
OR THE SERVICES PERFORMED IN CONNECTION WITH THIS AGREEMENT.

6.2 Liability of Distributor.

IN NO EVENT SHALL DISTRIBUTOR BE LIABLE TO CITY FOR ANY SPECIAL,
CONSEQUENTIAL, PUNITIVE, EXEMPLARY, INCIDENTAL OR INDIRECT DAMAGES TO CITY,
HOWEVER CAUSED, ON ANY THEORY OF LIABILITY AND WHETHER OR NOT DISTRIBUTOR
HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

6.3 Liability for Use of Equipment. (Reserved)
Article 7 Payment of Taxes

City is exempt from federal taxes except on articles for resale. Distributor will enter state and local sales
or use tax, and excise tax if applicable, on invoices.

Article 8 Termination

In addition to City’s termination right set forth in Section 2.3 (City Disadvantage) above, City or Distributor
may effect an early termination of this Agreement in the following circumstances.

In the event of any termination as set forth in this Article 8, unless otherwise agreed by the Parties or ordered
by a receiver or court of competent jurisdiction, Distributor understands and agrees that such termination
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will not become effective for a period of twelve (12) months after Distributor provides notice of termination
or until the City notifies Distributor in writing that a replacement Prime Vendor contract is in place,
whichever occurs first. However, if the Guaranteed Maximum Price budget is exhausted, termination will
become effective unless City seeks approval for additional funding.

The Parties understand that the City requires, at minimum, twelve (12) months advance notice of anticipated
budget exhaustion. Distributor and City will review current spend and purchase history during their
quarterly reviews to enable the City to determine if certification of any additional funds will be required.
For clarity, the addition of any funds beyond the GMP in excess of $500,000 will require a Formal
Amendment to this Agreement. The City understands and agrees that if additional funds are needed,
Distributor may seek repricing, and such repricing is to be mutually agreed by the Parties in accordance
with this Agreement.

8.1 Termination for Cause.

The City or Distributor may provide sixty (60) days prior written notice of an early termination of this
Agreement upon the occurrence of a material breach by the other Party, as determined in good faith by the
non-breaching Party. The non-breaching Party must give written notice to the breaching Party of the
occurrence of such breach. The notice must describe in detail the nature of the breach. The breaching Party
will have the opportunity to cure its breach to the reasonable satisfaction of the non-breaching Party during
the sixty (60) day period beginning on the date the breaching Party receives the written notice (the “Cure
Period”). In the alternative, if such breach is of a nature that it cannot be cured in sixty (60) days, the
breaching Party must commence and diligently prosecute in good faith the cure of such breach within the
Cure Period and cure such breach within ninety (90) days.

If the breach is not cured by the expiration of the Cure Period, then the non-breaching Party may provide
written notice to the breaching Party that this Agreement will be terminated in thirty (30) days following
such termination notice, or such longer period as may be mutually agreed in writing by the Parties.

8.2 External Event.

“External Event” shall mean an event or series of events external to and beyond the control of Distributor
that has had a significant adverse impact on Distributor’s business or operations. An External Event, by
way of illustration and not of limitation, may include a federal, state or local governmental law, the actual
enactment of a regulation or administrative action, or a fundamental change in a suppliers’ pricing,
economics or distribution policies. In response to an External Event, Distributor may, at its option, request
in writing (a “Request”) that the pricing and/or other terms of this Agreement be renegotiated so as to
equitably reflect the effect of the External Event, and such Request will be provided to City. The Request
shall identify the External Event and set forth the general nature and the specific adjustment(s) requested.
As soon as practicable after receipt of such Request by City, Distributor and City shall meet and begin good
faith negotiations. If, at the end of the sixty (60) days following receipt of a Request by City, Distributor
and City have been unable to agree on satisfactory pricing or other supply terms, either Party shall have the
right to terminate this Agreement, upon sixty (60) days’ prior written notice to the other.

8.3 Distributor Loss of GPO Contract.

In the event the Base Agreement or any subsequent extension or replacement between City’s current GPO
and Distributor expires or is otherwise terminated for any reason during its Term, this Agreement shall
automatically and simultaneously terminate without penalty to City or Distributor.
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8.4 Distributor or City Insolvency.

City or Distributor may immediately terminate this Agreement without penalty if the other Party (City or
Distributor, as applicable) becomes bankrupt or insolvent, makes an unauthorized assignment for the benefit
of creditors or goes into liquidation, has proceedings initiated against it for the purpose of seeking a
receiving order or winding up order, or applies to the courts for protection from its creditors.

8.5 City Right to Termination for Distributor Change of Control Event.

If Distributor experiences a “change of control”, then City may terminate this Agreement without penalty
upon sixty (60) days’ written notice. For purposes of this Section 8.5, “change of control” shall mean the
sale of all or substantially all of the assets of the Party, a merger, consolidation or acquisition of the Party
with, by or into another corporation, or any change in ownership of more than fifty percent (50%) of the
voting capital stock of the Party in one or more related transactions.

8.6 Mutual Consent.

If Distributor and City mutually agree to terminate this Agreement, then such termination will be without
penalty to Distributor or City. For the avoidance of doubt, all Uncontested Amounts owed prior to such
termination shall remain due and payable to Distributor.

Article 9 Rights In Deliverables (Reserved)
Article 10 Additional Requirements Incorporated by Reference

10.1 Laws Incorporated by Reference.

The full text of the laws listed in this Article 10, including enforcement and penalty provisions, are
incorporated by reference into this Agreement. Except as expressly reserved or modified herein, the full
text of the San Francisco Municipal Code provisions incorporated by reference in this Article and elsewhere
in the Agreement ("Mandatory City Requirements") are available at
http://www.amlegal.com/codes/client/san-francisco_ca/

10.2  Conflict of Interest. (Reserved — Not used in P-250)
10.3  Prohibition on Use of Public Funds for Political Activity.

In performing the Services, Distributor shall comply with San Francisco Administrative Code Chapter 12G,
which prohibits funds appropriated by the City for this Agreement from being expended to participate in,
support, or attempt to influence any political campaign for a candidate or for a ballot measure. Distributor
is subject to the enforcement and penalty provisions in Chapter 12G.

10.4 Reserved.
10.5 Non Discrimination Requirements.

10.5.1 Non Discrimination in Contracts: Distributor shall comply with the
provisions of Chapters 12B and 12C of the San Francisco Administrative Code. Distributor shall
incorporate by reference in all subcontracts the provisions of Sections12B.2(a), 12B.2(c)-(k), and 12C.3 of
the San Francisco Administrative Code and shall require all subcontractors to comply with such provisions.
Distributor is subject to the enforcement and penalty provisions in Chapters 12B and 12C.
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10.5.2 Non Discrimination in the Provision of Employee Benefits: San
Francisco Administrative Code 12B.2. Distributor does not as of the date of this Agreement, and will not
during the Term of this Agreement, in any of its operations in San Francisco, on real property owned by
San Francisco, or where work is being performed for the City elsewhere in the United States, discriminate
in the provision of employee benefits between employees with domestic partners and employees with
spouses and/or between the domestic partners and spouses of such employees, subject to the conditions set
forth in San Francisco Administrative Code Section 12B.2.

10.6 Local Business Enterprise and Non-Discrimination in Contracting Ordinance.
(Reserved)

10.7  Minimum Compensation Ordinance. (As Applicable)

Distributor shall pay covered employees no less than the minimum compensation required by San Francisco
Administrative Code Chapter 12P. Distributor is subject to the enforcement and penalty provisions in
Chapter 12P. By signing and executing this Agreement, Distributor certifies that it is in compliance with
Chapter 12P.

10.8 Health Care Accountability Ordinance.

Distributor shall comply with San Francisco Administrative Code Chapter 12Q. Distributor shall choose
and perform one of the Health Care Accountability options set forth in San Francisco Administrative Code
Chapter 12Q.3. Distributor is subject to the enforcement and penalty provisions in Chapter 12Q.

10.9  First Source Hiring Program.

Distributor must comply with all of the provisions of the First Source Hiring Program, Chapter 83 of the
San Francisco Administrative Code, that apply to this Agreement, and Distributor is subject to the
enforcement and penalty provisions in Chapter 83.

10.10 Alcohol and Drug-Free Workplace.

City reserves the right to deny access to, or require Distributor to remove from, City facilities personnel of
any Distributor or subcontractor who City has reasonable grounds to believe has engaged in alcohol abuse
or illegal drug activity which in any way impairs City's ability to maintain safe work facilities or to protect
the health and well-being of City employees and the general public. City shall have the right of final
approval for the entry or re-entry of any such person previously denied access to, or removed from, City
facilities. lllegal drug activity means possessing, furnishing, selling, offering, purchasing, using or being
under the influence of illegal drugs or other controlled substances for which the individual lacks a valid
prescription. Alcohol abuse means possessing, furnishing, selling, offering, or using alcoholic beverages,
or being under the influence of alcohol.

10.11 Limitations on Contributions.

By executing this Agreement, Distributor acknowledges its obligations under section 1.126 of the City’s
Campaign and Governmental Conduct Code, which prohibits any person who contracts with, or is seeking
a contract with, any department of the City for the rendition of personal services, for the furnishing of any
material, supplies or equipment, for the sale or lease of any land or building, for a grant, loan or loan
guarantee, or for a development agreement, from making any campaign contribution to (i) a City elected
official if the contract must be approved by that official, a board on which that official serves, or the board
of a state agency on which an appointee of that official serves, (ii) a candidate for that City elective office,or
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(iii) a committee controlled by such elected official or a candidate for that office, at any time from the
submission of a proposal for the contract until the later of either the termination of negotiations for such
contract or twelve months after the date the City approves the contract. The prohibition on contributions
applies to each prospective party to the contract; each member of Distributor’s board of directors;
Distributor’s chairperson, chief executive officer, chief financial officer and chief operating officer; any
person with an ownership interest of more than 10% in Distributor; any subcontractor listed in the bid or
contract; and any committee that is sponsored or controlled by Distributor. Distributor certifies that it has
informed each such person of the limitation on contributions imposed by Section 1.126 by the time it
submitted a proposal for the contract, and has provided the names of the persons required to be informed
to the City department with whom it is contracting.

10.12 Slavery Era Disclosure. (Reserved)
10.13 Working with Minors. (Reserved)
10.14 Consideration of Criminal History in Hiring and Employment Decisions.

Distributor agrees to comply fully with and be bound by all of the provisions of Chapter 12T, “City
Distributor/Subcontractor Consideration of Criminal History in Hiring and Employment Decisions,” of the
San Francisco Administrative Code (“Chapter 12T”), including the remedies provided, and implementing
regulations, as may be amended from time to time. The provisions of Chapter 12T are incorporated by
reference and made a part of this Agreement as though fully set forth herein. The text of the Chapter 12T
is available on the web at http://sfgov.org/olse/fco.  Distributor is required to comply with all of the
applicable provisions of 12T, irrespective of the listing of obligations in this Section. Capitalized terms
used in this Section and not defined in this Agreement shall have the meanings assigned to such terms in
Chapter 12T.

The requirements of Chapter 12T shall only apply to a Distributor’s or Subcontractor’s operations to the
extent those operations are in furtherance of the performance of this Agreement, shall apply only to
applicants and employees who would be or are performing work in furtherance of this Agreement, and shall
apply when the physical location of the employment or prospective employment of an individual is wholly
or substantially within the City of San Francisco. Chapter 12T shall not apply when the application in a
particular context would conflict with federal or state law or with a requirement of a government agency
implementing federal or state law.

10.15 Public Access to Nonprofit Records and Meetings. (Reserved)
10.16 Food Service Waste Reduction Requirements.

Distributor shall comply with the Food Service Waste Reduction Ordinance, as set forth in San Francisco
Environment Code Chapter 16, including but not limited to the remedies for noncompliance provided
therein.

10.17 Distribution of Beverages and Water.

10.17.1Sugar-Sweetened Beverage Prohibition. Distributor agrees that it shall not
sell, provide, or otherwise distribute Sugar-Sweetened Beverages, as defined by San Francisco
Administrative Code Chapter 101, as part of its performance of this Agreement.

10.17.2 Packaged Water Prohibition. Distributor agrees that it shall not sell, provide,
or otherwise distribute Packaged Water, as defined by San Francisco Environment Code Chapter 24, as
part of its performance of this Agreement.
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10.18 Tropical Hardwood and Virgin Redwood Ban.

Pursuant to San Francisco Environment Code Section 804(b), the City urges Distributor not to import,
purchase, obtain, or use for any purpose, any tropical hardwood, tropical hardwood wood product, virgin
redwood or virgin redwood wood product.

10.19 Preservative Treated Wood Products. (Reserved)
Article 11 General Provisions

11.1 Notices to the Parties.

Unless otherwise indicated in this Agreement, all written communications sent by the Parties may be by
U.S. mail (all notices to the City shall also be copied by e-mail), and shall be addressed as follows:
If to City:
City and County of San Francisco
1001 Potrero Ave
San Francisco, CA 94110
Attention: Chief Pharmacy Officer
david.woods@sfdph.org
jessica.galens@sfdph.org

If to Distributor:
McKesson Corporation
6555 N. State Hwy 161
Building A, 3™ Floor
Irving, TX 75039
Attention: Director, Proposal & Contract Development

With a copy to:
McKesson Corporation
One Post Street, Law Department
San Francisco, CA 94104
Attention: Counsel, MHS

Any notice of default must be sent by registered mail. Either Party may change the address to which notice
is to be sent by giving written notice thereof to the other Party. If email notification is used, the sender must
specify a receipt notice.

11.2 Compliance with Americans with Disabilities Act.

Distributor shall provide the Services in a manner that complies with the Americans with Disabilities Act
(ADA), including but not limited to Title 1I's program access requirements, and all other applicable federal,
state and local disability rights legislation.

11.3 Reserved.

11.4 Sunshine Ordinance.

Contract ID # 1000013809 November 1, 2019
P-250 (Distribution Agreement)
GPO Contract #: DPMCK 13 18





11.4.1 Public Records Request: Distributor acknowledges that this Agreement and
all records related to its formation, Distributor's performance of Services, and City's payment are subject to
the California Public Records Act, (California Government Code 86250 et. seq.), and the San Francisco
Sunshine Ordinance, (San Francisco Administrative Code Chapter 67). Such records are subject to public
inspection and copying unless exempt from disclosure under federal, state or local law.

11.4.2 Distributors Obligations: If the Department of Public Health receives a
Public Records Request pertaining to Distributor, the Department will use its best efforts to notify
Distributor of the Request and to provide Distributor with a description of the material that the Department
deems responsive and the due date for disclosure (“Response Date”). If Distributor asserts that some or all
of the material requested contains or reveals valuable trade secrets or other information belonging to
Distributor that is exempt from disclosure and directs the City in writing to withhold such material from
production (“Withholding Directive”), then the City will comply with the Withholding Directive on the
condition that Distributor seeks judicial relief on or before the Response Date. If any third-party initiates
or threatens to initiate legal action to compel the production of Distributor’s material, Distributor shall
defend, indemnify and save harmless City and its officers, agents and employees from any and all such
third party claims. Should Distributor fail to seek judicial relief on or before Response Date, the City shall
proceed with the disclosure of responsive documents.

11.4.3 Agreement not to Sue: Distributor agrees that it will not sue the City for
damages in connection with the disclosure by the City of information that Distributor asserts is exempt
from disclosure, so long as such disclosure was inadvertent and the City uses reasonable efforts to mitigate
the effects of the inadvertent disclosure and/or uses reasonable efforts to retrieve the information as
appropriate.

11.5 Maodification of this Agreement.

This Agreement may not be modified, nor may compliance with any of its terms be waived, except by
written instrument executed by the Parties and approved in the same manner as this Agreement. Distributor
shall cooperate with Department to submit to the Director of CMD any amendment, modification,
supplement or change order that would result in a cumulative increase of the original amount of this
Agreement by more than twenty percent (20%) (“CMD Contract Modification Form”).

11.6  Dispute Resolution Procedure.

11.6.1 Negotiation; Non-Binding Alternative Dispute Resolution: The Parties
will attempt in good faith to resolve any dispute or controversy arising out of or relating to the performance
or receipt of services under this Agreement, including those related to non-payment or disputed invoices,
(“Disputes”) in accordance with the following escalation process. Upon written notice by a party to the
other party of a Dispute (“Dispute Notice”), such Dispute shall first be referred to Distributor’s lead
engagement partner or, principal, or managing director (or designee) and City’s Contract Administrator (or
designee), as defined in Appendix A (Supply Agreement). If they are unable to resolve the Dispute within
ninety (90) days of the Dispute Notice, the Dispute will be escalated to Distributor’s lead client service
partner (or designee) and the Department of Public Health Chief Financial Officer (or designee). If the
Parties are still unable to resolve the dispute within ninety (90) additional days, then pursuant to San
Francisco Administrative Code Section 21.36, Distributor may submit to the Contracting Officer a written
request for administrative review and documentation of the Distributor's claim(s). Upon such request, the
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Contracting Officer shall promptly issue an administrative decision in writing, stating the reasons for the
action taken and informing the Distributor of its right to judicial review.

@) After the Parties have exhausted the informal dispute resolution process
outlined in Section 11.6.1, then, if agreed by both Parties in writing, disputes may be resolved by a mutually
agreed-upon non-binding alternative dispute resolution process. If the Parties do not mutually agree to an
alternative dispute resolution process or such efforts do not resolve the dispute, then either Party may pursue
any remedy available under California law.

(b) The status of any Dispute or controversy notwithstanding, Distributor and
City shall each proceed diligently with the performance of its obligations under this Agreement in
accordance with the Agreement. Neither Party will be entitled to legal fees or costs for matters resolved
under this Section.

11.7 Government Code Claim Requirement.

No suit for money or damages may be brought against the City until a written claim therefor has been
presented to and rejected by the City in conformity with the provisions of San Francisco Administrative
Code Chapter 10 and California Government Code Section 900, et seq. Nothing set forth in this Agreement
shall operate to toll, waive or excuse Distributor's compliance with the California Government Code Claim
requirements set forth in San Francisco Administrative Code Chapter 10 and California Government Code
Section 900, et seq.

11.8 Agreement Made in California; Venue.

The formation, interpretation and performance of this Agreement shall be governed by the laws of the State
of California. Venue for all litigation relative to the formation, interpretation and performance of this
Agreement shall be in San Francisco.

11.9 Construction.

All paragraph captions are for reference only and shall not be considered in construing this Agreement.

11.10 Entire Agreement.

The terms and conditions agreed between the Parties in this contract, including all Appendices and
Attachments, which are hereby expressly incorporated herein by reference, sets forth the entire Agreement
between the Parties, and supersedes all other oral or written provisions. This Agreement may be modified
only as provided in Section 11.5, “Modification of this Agreement.”

11.11 Compliance with Laws.

Each Party represents and warrants that to the best of its knowledge, after due inquiry, it is, and for the
Term shall be, in material compliance with all applicable Federal, state laws, and local ordinances and
regulations that are material to the performance of its obligations under this Agreement ("Legal
Requirements™), including, but not limited to, Legal Requirements pertaining to the handling and storage
of the Products and Services, occupational health and safety, environmental protection, nondiscrimination,
antitrust, health care regulation, the Health Insurance Portability and Accountability Act ("HIPAA™) and
equal employment opportunity.
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11.12 Distributor’s Compliance with Laws.

Nothing in this Agreement shall be construed as requiring Distributor to perform any obligations hereunder
or engage in any action or omission that Distributor reasonably determines to violate, or to put Distributor
in jeopardy of violating any applicable law. Without limiting the generality of the foregoing, Distributor
shall comply with all applicable laws, rules, regulations, ordinances and governmental requirements,
guidelines and pronouncements relating to controlled pharmaceutical drugs (“Controlled Substances”),
including but not limited to the Federal Controlled Substances Act and regulations promulgated thereunder
by the Drug Enforcement Administration. In the event that performance of the terms of this Agreement
would cause Distributor to be noncompliant with or in jeopardy of being noncompliant with any federal,
state or local law, rule, regulation or ordinance or any governmental requirement, guideline or
pronouncement involving Controlled Substances or any other regulated products or activities, including but
not limited to the Drug Enforcement Administration’s regulatory requirements for verifying its customers
and reporting suspicious or excessive orders. Distributor shall have the right to do any of the following:

@) Within its sole and absolute discretion, limit or deny any order for
Controlled Substances as warranted by Distributor’s established diversion monitoring program, which is
designed and implemented to take into account any federal, state or local law relating to Controlled
Substances.

(b) Immediately commence suspension proceedings against City, in whole or
in part, without liability if, in Distributor’s reasonable discretion:

(1) Continued performance of any part of this Agreement would
violate any federal, state or local law, rule or regulation, or put Distributor in jeopardy of violating any
federal, state or local law, rule or regulation regarding Controlled Substances or any other regulated
products or activities; or

(i) Distributor receives a complaint, notice, warning letter or other
communication from a governmental agency alleging noncompliance with any Controlled Substances
laws, rules or regulations in relation to Distributor’s distribution of the Products under this Agreement or
to City’s actions or omissions with respect to Controlled Substances or any other regulated products or
activities.

11.13 Federal and State Financial Participation.

11.13.1  Distributor acknowledges that some or all of the items, products, or
services that Distributor furnishes to City under this Agreement may be included, directly or indirectly, in
whole or in part, in claims submitted by City to Federal or State health care programs. By executing this
Agreement each Party certifies that it is currently not Excluded, directed to be Excluded from participation
in any Federal or State assistance programs as Excluded is defined in 42 U.S.C. § 1320a-7b(f) ("Excluded"),
or (2) debarred, suspended, declared ineligible, or voluntarily excluded by any Federal department or
agency (collectively, "Debarred"). Each Party shall notify the other, as provided herein, within thirty (30)
days of any such exclusion, suspension, ineligibility, or other sanction. This is a material term of this
Agreement.

@) Distributor agrees to indemnify and hold harmless City and City’s officers,
directors, employees, agents, successors and permitted assigns from and against any and all (including but
not limited to Federal, State, or third party) civil monetary penalties, assessments, repayment obligations,
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losses, damages, settlement agreements and expenses (including reasonable attorneys’ fees) arising from
the exclusion, suspension, ineligibility, or other sanction of Distributor and/or Distributor’s workforce
(including those who oversee Distributor’s workforce, supervisors and governing body members) from
participation in any Federal or State assistance program.

11.13.2  During the Term, Distributor shall promptly notify City of any lawsuits,
Claims, administrative actions or other proceedings asserted or commenced against it that assert, in whole
or in part, claims that if successfully adjudicated against Distributor would materially impact Distributor's
ability to provide the Services, except where Distributor deems, in its sole discretion, that such notification
would violate or cause Distributor to violate any applicable law, ordinance, rule, regulation or order.

11.13.3  Discount Safe Harbor. Regulations implementing the Federal health care
program anti-kickback law, 42 U.S.C. § 1320a-7b(b), include a “safe harbor" for "discounts” (see 42 C.F.R.
§1001.952(h)). To the extent that Distributor provides a price reduction to City pursuant to this Agreement,
then Distributor shall comply with the requirements set forth in 42 C.F.R. 8§ 1001.952(h)(2). City may have
an obligation to accurately report, under any state or federal program which provides cost or charge based
reimbursement for the Products or services covered by this Agreement, or as otherwise requested or
required by any governmental agency, the net cost actually paid by City.

11.14 (Reserved)

11.15 Severability.

Should the application of any provision of this Agreement to any particular facts or circumstances be found
by a court of competent jurisdiction to be invalid or unenforceable, then (a) the validity of other provisions
of this Agreement shall not be affected or impaired thereby, and (b) such provision shall be enforced to the
maximum extent possible so as to effect the intent of the Parties and shall be reformed without further
action by the Parties to the extent necessary to make such provision valid and enforceable.

11.16 Cooperative Drafting.

This Agreement has been drafted through a cooperative effort of City and Distributor, and both Parties have
had an opportunity to have the Agreement reviewed and revised by legal counsel. No Party shall be
considered the drafter of this Agreement, and no presumption or rule that an ambiguity shall be construed
against the Party drafting the clause shall apply to the interpretation or enforcement of this Agreement.

11.17 Order of Precedence.

Distributor agrees to perform the Services described herein in accordance with the terms and conditions of
this Agreement, and the Appendices, including Attachments. The terms of this Agreement are to be read
and interpreted together with all other documents, appendices, exhibits, and addenda attached to the
Agreement as a single agreement.

11.18 No Waiver.

No provision of this Agreement may be waived except by a writing signed by the Party against whom the
waiver is sought to be enforced. Failure to enforce any provision of this Agreement does not constitute a
waiver of future enforcement of that provision or of any other provision of this Agreement.
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11.19 Relationship of Parties.

It is expressly understood and agreed by the Parties that nothing contained in this Agreement shall be
construed to create a joint venture, partnership, association, agency, or like relationship between the Parties
other than that of Parties contracting at arm's length with respect to the subject matter hereof. In no event
shall either Party be liable for the debts or obligations of the other Party.

Article 12 Department Specific Terms (Reserved)
Article 13 Data and Security

13.1 Confidential Information.

"Confidential Information” means any other non-public information identified as confidential, including
Distributor’s pricing, by one Party to the other Party, and non-public information which the receiving Party
should reasonably know to be confidential. For the avoidance of doubt, Confidential Information shall not
include invoice data. City may not use or disclose any Confidential Information received from Distributor
for any purpose (except as required by law) other than for the review, performance, evaluation, or
administration of this Agreement without prior authorization of Distributor. Each Party shall exercise the
same standard of care to protect such information as a reasonably prudent entity would use to protect its
own Confidential Information. Distributor understands and agrees that its Confidential Information may
be subject to public disclosure and Distributor shall have the rights set forth in Section 11.4 above.

13.2 Purchase Data Confidentiality.

City agrees that Distributor is not prohibited herein from disclosing de-identified purchase data that is
gathered by Distributor to third party data aggregators (such as IMS Health and Symphony), to City’s GPO,
and to suppliers (for a supplier's own Products under this Agreement), unless an advance non-disclosure
request is made by City and such request would not cause a conflict with any third-party obligations of
Distributor.

13.3 Payment Card Industry (“PCI”) Requirements. (Reserved)

13.4 Business Associate Agreement. (Reserved)
Article 14 MacBride And Signature

14.1  MacBride Principles -Northern Ireland.

The provisions of San Francisco Administrative Code 812F are incorporated herein by this reference and
made part of this Agreement. By signing this Agreement, Distributor confirms that Distributor has read and
understood that the City urges companies doing business in Northern Ireland to resolve employment
inequities and to abide by the MacBride Principles, and urges San Francisco companies to do business with
corporations that abide by the MacBride Principles.
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IN WITNESS WHEREOF, the Parties hereto have executed this Agreement on the day first mentioned

above.

CITY DISTRIBUTOR

Recommended by: McKESSON CORPORATION
DocuSigned by: DocuSigned by:

[ZM WMW EMZ Mille

Grant Colfax, MD Scott Miller

Director of Health President

Department of Public Health Health Systems

Supplier 1D: 0000015454
Approved as to Form:

Dennis J. Herrera
City Attorney
DocuSigned by:

By: Simpsowowise. S

BD54468A4C3R452

Louise S. Simpson
Deputy City Attorney
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

APPENDIX A TO THE P-250 - SUPPLY AGREEMENT
For Pharmacy Distribution Services
1. PRIME VENDOR COMMITMENTS:

a. Prime Vendor for Wholesale Pharmaceuticals: Throughout the Agreement Term, in order to
receive the Member Markup, City must not order less than ninety percent (90%) of all dollars
spent on Products by using Distributor as its Prime Vendor for the purchase of such Products
normally purchased through wholesale pharmaceutical distributors.

b. Prime Vendor for Non-Injectable Generic Products: In addition, as a further and separate
condition to City’s access to the terms and pricing of this Agreement, City must purchase not less
than ninety percent (90%) of City’s requirements of Non-Injectable Generic Products (defined
below) available from Distributor as its Prime Vendor for the purchase of such Products normally
purchased through wholesale pharmaceutical distributors (“Non-Injectable Generics Prime
Vendor”); provided, however, that to the extent that Distributor is unable to supply such Products,
those purchases shall be excluded from the ninety percent (90%) calculation. “Non-Injectable
Generics Product(s)” shall be limited to generic versions of the following non-injectable
pharmaceutical Product categories: (1) oral solids (e.g., tablets, capsules); (2) oral liquids (e.g.,
suspensions, syrups); (3) topicals (e.g., creams, ointments, liquids, sprays, patches,
suppositories); (4) respiratory (e.g., solutions for inhalation, aerosols, sprays); and (5) opthalmics
and otics (e.g., eye drops, eye ointments, ear drops). Non-Injectable Generic Products shall
include both over-the-counter (“OTC”) and prescription (“Rx”) of the foregoing Product
categories, including but not limited to Distributor’s private label OTC Products.

City’s compliance with the ninety percent (90%) Non-Injectable Generics Prime Vendor
commitment of this paragraph will be measured during each quarter during the Term, beginning
on the Agreement Effective Date. Upon request by Distributor, City shall make internal
documentation denoting total purchase dollars available to Distributor for audit in order to verify
compliance with the Non-Injectable Generics Prime Vendor commitment set forth above. If
Distributor believes that City is not using Distributor as the Non-Injectable Generics Prime
Vendor, then (1) Distributor shall provide evidence supporting such belief to City; (2) Distributor
and City shall promptly meet to discuss in good faith City’s continued participation under this
Agreement, and (3) Distributor may discontinue the City’s ability to purchase from the Non-
Injectable Generics Products at the pricing set forth in in this Agreement. Distributor will provide
City with a minimum of thirty (30) days written notice. The Parties shall work together to identify
the cause of City’s noncompliance.

2. AUTOMATIC ALTERNATE [N :
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3. COST REPORTING:

City will comply with all laws, including reporting or reflecting discounts, rebates and other price
reductions pursuant to 42 U.S.C. 81320a-7b(b)(3)(A) on cost reports or claims submitted to federal or state
healthcare programs, retaining invoices and related pricing documentation and making them available on
request to healthcare program representatives. Thus, City or any Facility, if applicable, will accurately
report, under any state or federal program which provides cost or charge based reimbursements for the
Products and services covered by this Agreement, the net cost actually paid by City or any Facility.
Distributor will comply with all laws, including requirements under 42 U.S.C. 81320a-7b(b)(3)(A) to (i)
disclose on invoices or statements the amount of all discounts, rebates and other price reductions on
Products purchased hereunder, and (ii) provide City with notice of City’s obligations to report and disclose
such discounts, rebates and other price reductions. City and any Facility, if applicable, will each accurately
report pricing, together with any reductions in price, in connection with any federal or state pricing survey
(e.g., National Average Drug Acquisition Cost Survey).

4. CHANGE IN MEMBER STATUS:

Distributor understands and agrees that if during the Term of this Agreement the City’s status as a GPO
member changes, any change to the terms of this Agreement will require as appropriate a new agreement
or a Formal Amendment pursuant to Section 3.3.1 of the Agreement.

5. OWN USE:

City and Facilities represent and warrant that (i) prescription Products being purchased for dispensing or
administration to patients pursuant to a legitimate prescription, and (ii) any subsequent resale by City or any
Facility will be in compliance with applicable law and to a licensed healthcare provider for its dispensing or
administration to patients pursuant to a legitimate prescription. City and Facilities shall defend, indemnify
and hold Distributor harmless from any and all liability arising out of or due to nonadherence with such
representation and warranty.
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The following list may be updated quarterly by informal agreement pursuant to Section 3.3.2:

ATTACHMENT 1 - LIST OF CITY FACILITIES

Number of
Scheduled
Deliveries per
GPO City ID | Facility Name Address Week
SAN  FRANCISCO | 1001 POTRERO AVE RM1P2, SAN
40169 GH PHCY PUR FRANCISCO, CA 94110 6
SFGH SFCC TOM | 1001 POTRERO AVE. RM 1P2, SAN
WADDELL PUR FRANCISCO CA 94110
40170 6
LAGUNA HONDA | 375 LAGUNA HONDA BLVD, SAN
40172 HOSPITAL FRANCISCO, CA 94116 5
CBHS PHARMACY | 1380 HOWARD ST, STE 130, SAN
40174 SERVICES FRANCISCO CA
5
SFCOUNTY JAIL #8 | 425 7TH STREET, SAN FRANCISCO, CA
40175 PHCY 94103 5
S F CITY JAIL #7 |1 MORELAND DRIVE, SAN BRUNO,
40176 PHCY CA 94066 5
SFDPH/ADULT 101 GROVE STREET ROOM 102, SAN
103230 IMCL/STIER FRANCISCO, CA 94102 5
WALG/03185/SFCCC | 825 MARKET STREET SAN FRANCISCO
40170 PHS CA 94103 5
WALG/03711/SF 1189 POTRERO AVE SAN FRANCISCO CA
853297 GEN HOS PHS 94110 5
WALG/03711/SFCCC
853429 PHS 1201 TARVAL SAN FRANCISCO CA 94116 | 5
WALG/13666/SF 1300 BUSH STREET SAN FRANCISCO CA
853551 GEN HOS PHS 94109 5
WALG/04609/SF 1301 MARKET STREET SAN FRANCISCO
854407 GEN HOS PHS CA 94103 5
WALG/00893/SF 1344 STOCKTON SAN FRANCISCO CA
852694 GEN HOS PHS 94133 5
WALG/07150/SF 965 GENEVA AVE SAN FRANCISCO CA
40169 GEN HOS PHS 94122 5
WALG/13583/SF 901 HYDE STREET SAN FRANCISCO CA
40169 GEN HOS PHS 94109 5
WALG/02153/SF 790 VAN NESS AVE SAN FRANCISCO CA
855653 GEN HOS PHS 94102 5

City and County of San Francisco — Supply Agreement

MHS 050219

30





CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

WALG/03849/SF 745 CLEMENT STREET SAN FRANCISCO
848550 GEN HOS PHS CA 94118

WALG/05487/SFGEN | 5300 3RD STREET SAN FRANCISCO CA
848548 HOS PHS 94124

WALG/13667/SF 5280 GEARY STREET SAN FRANCISCO
40172 GEN HOS PHS CA 94118

WALG/01283/SF 500 GEARY STREET SAN FRANCISCO CA
40172 GEN HOS PHS 94102

WALG/02244/SF 3801 3RD STREET SUITE 550 SAN
1901112 GEN HOS PHS FRANCISCO CA 94124

WALG/04318/SF 4129 18TH STREET SAN FRANCISCO CA
40169 GEN HOS PHS 94114

WALG/1120/SF GEN | 4645 MISSION STREET SAN FRANCSICO
852694 HOS PHS CA 94112

WALG/01327/SF 498 CASTRO STREET , SAN FRANCISCO,
2240080 GEN HOS PHS CA 94114

PRK SFCR SFGH | 4060 BUSINESS PARK DR COLUMBUS oh
1901112 PHY PUR PHS 43204

WALG/00890/SF 135 POWELL STREET , SAN FRANCISCO,
853272 GEN HOS PHS CA 94102

WALG/02866/SF 1363 DIVISADERO STREET , SAN
1900696 GEN HOS PHS FRANCISCO, CA 94115

WALG/13668/SFCCC | 1496 MARKET STREET, SAN FRANCISCO,
851499 PHS CA 94102

WALG/01393/SF 1630 OCEAN AVE SAN FRANCISCO,
1900696 GEN HOS PHS CA 94112

WALG/03869/SF 1750 NORIEGA STREET SAN FRANCISCO
852534 GEN HOS PHS CA 94122

WALG/01126/SF 1979 MISSION STREET SAN FRANCISCO
851499 GEN HOS PHS CA 94103

WALG/06557/SFCCC | 199 PARNASSUS SAN FRANCISCO CA
1900696 PHS 94103

WALG/02705/SF 2050 IRVING STREET SAN FRANCISCO
1901112 GEN HOS PHS CA 94122

WALG/15296/SF 2262 MARKET STREET SAN FRANCISCO
1901112 GEN HOS PHS CA 94114
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WALG/01626/SF 2494 SAN BRUNO AVE SAN FRANCISCO
1901112 GEN HOS PHS CA 94134

WALG/03475/SF 25 POINT LOBOS AVE SAN FRANCISCO
1901112 GEN HOS PHS CA 94121

WALG/04231/SF 2690 MISSIONS STREET SAN FRANCISCO
1901112 GEN HOS PHS CA 94110

WALG/01054/SF 3398 MISSION AVE SAN FRANCISCO CA
1901112 GEN HOS PHS 94110

WALG/03849/SF 3400 CESAR CHAVEZ STREET SAN
1901112 GEN HOS PHS FRANCISCO CA 94110
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ATTACHMENT 2 - MEMBER MARKUP AND COMMITMENTS
1. MEMBER MARKUP:

In lieu of any other price reductions available in the Base Agreement, commencing on the Effective Date
for the entire duration of the Agreement Term, City will receive the Member Markup reflected on the
following grid, subject to adjustment for City’s average total monthly Net Purchase Volume and invoice
management practice. This Member Markup shall be adjusted quarterly based upon City’s average total
monthly Net Purchase Volume over the prior calendar quarter. Distributor shall inform City of any
change in the regular course of each quarterly business review meeting.

City’s Average Total Monthly mSoer:?r:i
Weekly S Y I 30 Day
tatement :
Net Purchase Volume Statement Invoice
and 15 Day

. Payment

Invoice

Payment

o

QD

I <
|

nd

c. all MPB products will be priced in accordance with the Plasma Product Distribution Agreement
between MPB and GPO effective May 1, 2015 (as may be amended, modified, supplemented,
renewed, replaced, restated or extended, the “MPB Agreement”), and not the Addendum Member
Markup.

d. For purposes of clarification, (a) MPB will pay administrative fees on MPB products as provided
in the MPB Agreement; and (b) Distributor will continue to pay GPO Administrative Fees on all
Products, including drop ship products, as provided in the Base Agreement. Notwithstanding

8
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e. For the avoidance of doubt, Distributor will pay Administrative Fees to the GPO as set forth in
the Base Agreement.

2. MINIMUM COMMITMENTS:

The Member Markup is conditioned upon City maintaining, and City agrees to and shall maintain, the
following minimum commitments (“Minimum Commitments™). If City fails to meet the Minimum
Commitments during any calendar quarter during the Agreement Term, in addition to other remedies
herein, Distributor will have the right to open negotiations to reasonably adjust the Member Markup
matrix. As soon as practicable after receipt of such markup adjustment request by City, Distributor and
City shall meet and begin good faith negotiations. If, at the end of the sixty (60) days following receipt of
the adjustment request by City, Distributor and City have been unable to agree on satisfactory pricing,
minimum commitments, and/or other terms, Distributor shall have the right to terminate for breach in
accordance with Article 8 of the Agreement and/or the right to reprice.

a. a minimum monthly Net purchase volume
I (- Purchse volume )

b. a minimum Net purchase ratio of generic Rx Product purchases to Rx Product purchases l

c. a minimum Net purchase ratio

d. for non-340B accounts, participate in the automatic substitution program for Products ordered
through the McKesson OneStop Generics™ non-injectable generics program for GPO.

3. PAYMENT TERMS:

The above listed payment terms, as more fully described in Attachment 3 herein, will be made available
to City so long as justified under Distributor’s general credit policies. City may elect to move to another
payment term by providing written notice to Distributor. Distributor reserves the right to adjust pricing to
the corresponding payment term that most closely matches City’s demonstrated payment history by
providing notice to City. Any price change that increases the GMP must be by Formal Amendment in
accordance with Section 3.3.1 of the Agreement.

4. CSOS MARKUP:

In the event City elects not to remit orders for Schedule 11 Products using Distributor’s electronic
controlled substance ordering system (CSOS), Distributor shall INCREASE the Member Markup by
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5. DELIVERY FREQUENCY:

The Member Markup is conditioned upon each Facility receiving no more than the number of scheduled
deliveries per week set forth on Attachment 1, excluding Sundays or holidays.

6. REBATES/DISCOUNTS.

a.

b. Rebate Earning and Payment. Each rebate in this Agreement shall be paid via credit memo
(unless Distributor and City agree to a different manner of payment) no later than thirty (30) days
following the end of the period in which such rebate is earned. Monthly and quarterly rebates
shall be paid on a calendar basis, prorated for any partial periods. Not-to-exceed amounts will
be prorated for any partial periods. Rebates that are subject to a not-to-exceed (“NTE”) amount
terminate when the NTE amount is earned and McKesson shall have no liability for payment of
any amount in excess of the NTE amount.

7. CONDITION FOR REBATES/DISCOUNTS:

To qualify for the rebates and discounts in this Agreement, City and Facilities must meet the Minimum
Commitments throughout the Agreement Term. In the event of any default or breach by City or any Facility
of its obligations under this Agreement, such Facility’s (or Facilities’) eligibility for the rebates and
discounts in this Agreement may be suspended, upon Distributor’s notice (verbal or via email) to City
and/or Facility(ies), until such time as City and/or Facility(ies) cure such default or breach. In the event of
termination of this Agreement by any party for any reason whatsoever during the Agreement Term hereof,
City and Facilities’ eligibility for rebates and discounts shall immediately cease (for the avoidance of doubt,
Distributor’s obligation to pay any rebate earned prior to such termination would survive). For purposes of
clarification, nothing herein shall obligate City to pay back any discounts or rebates received from
Distributor under this Agreement.

8. DISTRIBUTOR’S DUTIES:

Distributor shall provide Services with respect to the purchasing and re-selling of Products to City, as
required by the Base Agreement.

9. CLASS OF TRADE:
Distributor shall abide by the City’s GPO class of trade designation.
10. DEFINITION OF COST; MEMBER MARKUP:

a. In General. Except as set forth herein or as otherwise agreed by City and Distributor, Distributor
shall invoice City for purchases of Products at Cost (as defined below) plus the Member Markup
(as defined above) determined based on certain criteria applicable to City; additionally, the
criteria includes, without limitation, the payment terms ("City Payment Terms") as defined in
Attachment 3 hereto.
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11. PRODUCT SUPPLY:

a. Distribution Centers. Distributor may have multiple warehouses, or distribution centers, in
different geographic locations (each, a "DC") and shall assign City that purchases Products and/or
Services under this Agreement to a primary DC. Thereafter, Distributor shall provide City with
at least ninety (90) days' prior written notice before assigning City to a different primary DC.

i. Product Warehousing. Distributor shall warehouse, at its own expense, such quantities

of Products as Distributor reasonably determines are necessary to satisfy the City’s
purchasing requirements. Distributor’s determination of such purchasing requirements
shall be based on City’s purchasing history, as well as the estimated monthly usage
data that City provides to Distributor with all Product stocking requests;

Distributor shall provide City with a written
procedure or an electronic application for City’s Product stocking requests. Subject to
availability and supplier lead times, and, for new suppliers, subject to time for
submitting and processing applications and loading data, Distributor shall place
Products in stock at DCs within ten (10) business days of the date of City’s request or
the date of receipt of GPO’s notification of newly awarded generic products that either
replace existing GPO Contract Products or are in addition to newly awarded generic
Products.

ii. Approval of Suppliers. Distributor's Product warehousing obligations pursuant to this
Section are subject to applicable suppliers' meeting Distributor's reasonable standards
and other criteria pertinent to Distributor's business, such as credit worthiness, liability
insurance, good standing with Federal regulatory agencies such as the federal Food and
Drug Administration ("FDA") and the Federal Drug Enforcement Administration.

b. Scheduled Deliveries. Distributor shall deliver Products to City F.O.B. destination, freight
prepaid and absorbed, except as otherwise set forth below, Monday through Friday (and Saturday,
if applicable), but shall not deliver Products on Sundays or holidays. Distributor shall provide City
with an order delivery time window that meets City’s reasonable needs. Distributor shall
communicate to the City in a timely manner any changes or delays to the delivery time window
and in all cases use commercially reasonable efforts to make each delivery during the regularly
scheduled time window
Distributor shall make scheduled deliveries in boxes or clean, reusable totes, using Distributor's
own transportation vehicles, contracted third party couriers, or common carriers. During the
transportation of any Controlled Substance (as defined herein), Distributor shall take all reasonable
efforts to ensure the safety and quality of such Controlled Substance as required and communicated
to Distributor by the Supplier of such Controlled Substance. Distributor shall deliver temperature-
sensitive Products in insulated containers capable of maintaining the appropriate temperature
during transport.

12

City and County of San Francisco — Supply Agreement
MHS 050219

37





CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

c. Order Transmission Deadlines. Distributor's order transmission deadlines for City shall be
no earlier than 7:00 p.m. PST Sunday through Thursday for next day Product delivery.
Distributor's order transmission deadline on Friday shall be no earlier than 4:00 p.m. PST for
delivery on Saturday for those members that receive Saturday deliveries.

d. Emergency Deliveries. Included as part of City's payment for Products and/or Services
hereunder, City may receive Emergency Deliveries per month, per City location
with average net monthly purchases in excess of- per month (e.g., if City’s inpatient
pharmacy is separate from City's outpatient pharmacy, each location shall be entitled to four (4)
Emergency Deliveries per month). The Emergency Deliveries provided to City location can be
used only by the account number for that location and cannot be used by any other account
numbers, even for accounts in the same IDN. For purposes of this Section, an "Emergency
Delivery" is defined as any of the following:

i. Weekend or holiday delivery (unless such delivery is a scheduled delivery for City);

ii. City contacting DC on a business day, and needing a Product delivered to City's
pharmacy prior to the next scheduled delivery on an urgent basis;

iii. City contacting DC on a business day, but after order transmission deadline, to add on
a Product or adjust Product quantity; or

iv. Overnight shipment of Product, excluding Product that requires overnight shipping (e.g.,
refrigerated or frozen Product), from a DC in Distributor's network, but not City’s
assigned primary DC.

Beginning with the Emergency Delivery in a given month for a given City location,
Distributor may charge City no more than per occurrence. "Will-call” orders
picked up by City during normal daytime business hours shall not be considered Emergency
Deliveries and shall not count towards the Emergency Deliveries per month that are
included as part of each City's payment for Products and/or Services hereunder. In the case of
any Emergency Delivery that results in Distributo

the City will have the unilateral right to terminate
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this Agreement with thirty (30) days written notice for breach. During the thirty (30) day notice
period, City may establish a relationship with another distributor to reasonably satisfy its
pharmacy needs, and such relationship may cause Distributor to lose “Prime Vendor” status with
the City. In this event, Distributor may not increase the applicable Member Markup or in any
other way take away financial incentives or impose new fees on City as a result of losing the
Prime Vendor status.

1. As a measurement of Distributor’s performance under this Agreement, Distributor
shall calculate a monthly Adjusted Fill Rate for City. Minimum Adjusted Fill
Rates shall only apply if City (i) purchases at least per month of Products,
(ii) has purchased from Distributor for longer than thirty (30) days, (iii) is utilizing
Distributor as its primary distributor of Products and/or provider of Services; and
(iv) is in full compliance with the requirements of Section 2C(Purchasing
Commitments) of the Base Agreement.

I—
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f. Product Compliance/Quality.

i. Product Compliance: Distributor represents and warrants as follows, which
representations and warranties shall survive the expiration or earlier termination of this
Agreement:

a. The Products shall be distributed and sold by Distributor in
compliance with applicable Federal, state and local laws; and

b. Distributor represents and warrants Distributor's Private Label
Products against defects in design and manufacturing. Furthermore, as
of the date of delivery to City, Distributor's Private Label Products
shall not be adulterated or misbranded within the meaning of the
Federal Food, Drug and Cosmetic Act, as amended, nor shall any
Distributor's Private Label Products violate any applicable law,
ordinance, rule, regulation or order.

c. From the time of Distributor’s receipt of Products from the applicable
supplier to the date of delivery to the City, Products shall not be
adulterated or misbranded by Distributor within the meaning of the
Federal Food, Drug and Cosmetic Act, as amended.

ii. Product Condition. Unless otherwise agreed upon by City, all Products shall be new
and shall not be delivered to City if expired unless City accepts delivery after receiving
prior notice from Distributor (which notice may be through Distributor's McKesson
Connect or any subsequent online ordering system) of the condition of such Products.

iii. Product Shelf Life. Distributor shall deliver Products to City at least six (6) months
prior to the expiration date of such Products. Distributor shall use its best efforts to
deliver Products with the longest possible shelf life and the latest possible expiration
dates. In the event that the only Product available is within six (6) months of its
expiration date, Distributor shall notify City in writing of such dating. Upon receiving
such notice, an City may choose whether to accept any such Product.

iv. Product Integrity; Source of Products. Distributor shall purchase all (i) Products
(except for OTC Products) distributed and sold to City pursuant to this Agreement
directly from the applicable manufacturer or the applicable manufacturer's exclusive
distributor (as such terms are defined under the Drug Supply Chain Security Act),
and (ii) all over-the-counter ("OTC") Products distributed and sold to City pursuant
to this Agreement directly from the applicable manufacturer or from a distributor(s)
approved by the applicable manufacturer. Nothing in this Agreement restricts a third-
party logistics provider from providing Pharmaceutical Products to Distributor on
behalf of either the manufacturer or the exclusive distributor, or a re-packager who
purchased direct from the manufacturer or the exclusive distributor from providing
Pharmaceutical Products to Distributor. Distributor reserves the right to exclude any
of the above entities that Distributor in its sole discretion determines is a gray market
distributor.

v. Pass Through of Warranties, Representations, and Indemnity Obligations.
Distributor shall pass through to City any representations, warranties and rights and
claims to defense and indemnity made by each supplier of a Product (including
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representations, warranties and rights and claims to defense and indemnity, relating to
intellectual property, product liability or negligence) with respect to such Product, to the
fullest extent permitted to be passed through by supplier. Nothing herein limits or
obviates any right or remedies Distributor may have under its agreements with such
suppliers. Furthermore, Distributor represents and warrants that it will make
commercially reasonable efforts to (i) cooperate with all requests made by City to enforce
such representations, warranties and rights and claims to defense and indemnity against
such manufacturers and (ii) obtain consents from the manufacturers in passing through
to the GPO and City such representations, warranties, and rights to defense and
indemnification.

vi. Distributor will not knowingly ship a Product for which it has received notice of recall.

g. Force Majeure. Notwithstanding anything in this Agreement to the contrary, Distributor shall
be excused from the performance of its obligations under this Agreement if, and for so long as,
and only to the extent that, the non-performance of such obligations occurs by reason of any act
of God, including but not limited to fire, flood, storm, earthquake, epidemic or natural disaster,
or by reason of war, terrorism or national emergency and only to the extent such failure or delay
in performance is not caused by Distributor's own fault or negligence (“Force Majeure"),
provided that Distributor shall use commercially reasonable efforts to minimize the effects of the
Force Majeure and resume performance. If such Force Majeure occurs unabated for a period of
thirty (30) days or longer, the City may terminate this Agreement upon five (5) days written
notice to Distributor. In addition, Distributor hereby agrees to use commercially reasonable
efforts to deliver pharmaceutical products to City despite labor disputes, including delivering
across picket lines and delivering to alternate delivery points; provided such activity does not put
Distributor's employees', representatives’, agents' or contractors' safety at risk.

12. ORDERING:

a. Distributor's Ordering Technology. Included as part of City's payment for Products and/or
Services hereunder, Distributor shall provide City the option to use the following systems to
create, manage and transmit orders to Distributor:

I. Over-the-phone order taking capabilities; and

ii. Mobile Manager 25 or similar hand-held, over-the-phone transmission device
with a bar code scanning capability; and

iii. A secure internet-based ordering application; and

iv. Exchange of standard Electronic Data Interchange ("EDI") transactions for ordering,
order confirmation, and catalog creation and maintenance. For members that elect to
use EDI to order from Distributor, City shall be responsible for all costs associated
with equipping their facilities with EDI-capable software; provided, however, that
Distributor shall not impose any fees on City as a result of using EDI as their ordering
transmission method.

b. Purchase Orders. Distributor shall accept City’s orders, order supplements and order
modifications on purchase orders delivered to Distributor via facsimile, telephone, or hard copy,
through the preferred method of electronic order transmission using EDI through Distributor-
provided technology as described in Attachment 2, Section 12(a) (Distributor's Ordering
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Technology), or through such other electronic method acceptable to Distributor. Such orders shall
not add to, modify, or vary the terms of this Agreement. Distributor's ordering technology shall
accommodate City’s alphanumeric purchase order number.

¢. Product Substitution. Distributor shall have no unilateral right to substitute other products for
any Product ordered except that Distributor may automatically enroll City into GPO’s generics
automatic substitution program as set forth in Attachment 6. For clarity, City may opt out of
automatic substitution program.

d. Order Confirmation.

i.  Within twenty (20) minutes of City’s order transmission, Distributor shall provide
electronic confirmation of the transmitted order. The confirmation is an inventory
commitment and shall include the following data: list of all Products ordered,
guantity ordered, quantity to be shipped, reasons for Product unavailability, Product
description, Product National Drug Code ("NDC™) number, Distributor's Product
number, invoice price per Product, each Product's extended invoice price for quantity
committed, total invoice price for the order, contract type description for each
Product, and City’s purchase order number. Contract type description examples
include GPO contract, local or individual contract, and Distributor back-up contract.

ii. In the event that City is limited to Mobile Manager 25 or other similar hand-held
order technology, as its method of order transmission, Distributor shall provide order
confirmation via purchase order print back at its own expense.

13. INVOICES:

a. Invoice Information. In addition to a packing slip, an invoice shall accompany each delivery of
Products from Distributor or be made available through Distributor's web-based ordering system;
provided, however, that for any order for which the delivery location is not the same as the City’s
location, shipping documentation may instead accompany such delivery instead of an invoice. Each
invoice shall contain the price confirmed by Distributor at the time of City's order confirmation.
For purposes of clarification, the price for a Product shall be locked in at the time of the order
confirmation. Additionally, all invoices shall include, at a minimum, the following information
(as applicable): invoice date, list of all Products ordered, Product quantity ordered, Product
quantity shipped, reasons for Product unavailability, Product description (including supplier's
name), Product number, Distributor's Product number, price per Product, each Product's extended
price for quantity shipped, total price for the invoice (as set forth above), contract indicator for
each Product, indications if Products are prescription, Controlled Substance (as defined herein),
or non-prescription, City’s purchase order number, Distributor's shipping address and shipping
location's DEA number, Distributor invoice number or other applicable tracking number, and the
payment due date. Distributor shall also provide members with the option of including the Global
Location Number ("GLN") and Global Trade Identification Number ("GTIN") for each Product
on an invoice, provided that City has provided such GLN and/or GTIN to Distributor in a format
acceptable to Distributor. Distributor will separately invoice Controlled Substances (as defined
herein).

b. Electronic Invoicing. At City’s election, Distributor shall invoice City electronically by using
a standard EDI format or a customized format mutually agreed upon by City and Distributor.
Distributor shall not charge City for such electronic invoicing.
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c. Sales Taxes. Sales taxes levied by any competent jurisdiction in which City or Distributor is
located, based upon the transactions covered by this Agreement shall be passed on to the City by
including a line item for the sales tax in the charge for the taxed Product and is also included in
the Guaranteed Maximum Price.

d. Drop Shipment Invoice Services. “Drop Shipments” are Products shipped from the supplier
directly to City but invoiced to Distributor for the purpose of billing City. Upon request of City
and with permission of the supplier and Distributor, Distributor shall provide invoices to City for
Drop Shipments. Drop Shipments shall be invoiced at Cost plus any freight handling fee or other
charge imposed by the supplier, without any Member Markup, and no additional fees will apply
to the City for such Drop Shipments. In the event (i) Distributor no longer carries a Product in
City’s DC, (ii) an entity affiliated with Distributor has become the shipper of a Product that was
previously shipped by Distributor solely as a result of a voluntary decision by Distributor and not
due to any action or request of a supplier, or (iii) a Product is temporarily out of stock (other than
due to the supplier's inability to provide such Product) at City’s DC, and, with respect to sub (i)
and sub (iii) above, in each case such Product is carried by Distributor at another DC, the
applicable City may obtain a Drop Shipment from the supplier. In such an event, Distributor shall
(1) with respect to sub (i) and sub (iii) above, without exception invoice these Drop Shipments at
Cost plus the applicable Member Markup, and (2) with respect to sub (ii) above, Distributor will
ensure that the affected City is made whole for the difference between the Product's cost (as
charged by Distributor's affiliate) and the applicable Member Markup that would have been paid
hereunder by the City for such Product, but for Distributor's voluntary decision. All Drop
Shipments, including plasma Products and other purchases pursuant to this subsection, invoiced
by the Distributor shall be added to the City's total purchase volume for the purposes of slotting
the City in the Member Markup.

e. Invoice Corrections.

I. Denied Chargebacks. “Denied Chargebacks” are invoices to City resulting
from chargebacks for Products provided to City under applicable supplier agreements
that are ultimately uncollectible from supplier despite Distributor's good faith efforts to
collect from supplier. City shall not be responsible for any Denied Chargebacks dated
later than sixty (60) days from an applicable Product's original invoice date.

ii. Overcharges and Undercharges. Distributor shall thoroughly research City-
reported price overcharges and any undercharges and shall use commercially
reasonable efforts to respond to City with findings within five (5) business days of
receipt of such report. Subject to supplier approval, if City was overcharged or
undercharged as reported by City for a Contract Product, Distributor shall promptly
either credit or, in its discretion, charge the City for the difference or credit the entire
original purchase and deliver to City a revised invoice stating the correct contract
price ("Billing Correction”). Distributor shall make Billing Corrections of which it
is aware regardless of whether the City reported an overcharge.

iii. Non-Contract Product Undercharges. Distributor shall research any City-reported
undercharges and respond to City within ten (10) business days of the request. In
addition, if Distributor discovers a price undercharge for a Non-Contract Product,
Distributor shall promptly contact the affected City. City shall be responsible for
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any Billing Correction issued by Distributor to correct Non-Contract Product
undercharges, provided that such Billing Correction is invoiced no later than sixty
(60) days from the Product's original invoice date.

14. ADDITIONAL REQUIREMENTS:

a. Return of Products. City has the right to return Products to Distributor in accordance with the
terms set forth in Attachment 4 attached hereto.

b. Product Recalls. If Distributor is made aware of a Product recall impacting Products distributed
to City by Distributor, Distributor shall provide written notice to City thereof within one (1)
business day after Distributor has received confirmation of the relevant details of such recall from
the applicable supplier (which notice, may be made electronically through Distributor's McKesson
Connect or any subsequent online ordering system). This Section does not apply to recalls that are
only at the wholesale level.

c. Notice of Temporary Service Interruptions. Distributor shall give City thirty (30) days' prior
written notice of Distributor's intent to perform a physical inventory or any other scheduled or
anticipated activity that may negatively impact delivery times or customer service capabilities.

d. Disaster Response Plan. Distributor shall adhere to the terms of its disaster response plan a
summary of which is attached hereto as Attachment 7, as revised from time to time as mutually
agreed by the Parties. (“Disaster Response Plan”).

15. DISTRIBUTOR SALES REPRESENTATIVES AND CUSTOMER SERVICE:

a. Distributor Sales Representatives. Distributor shall assign a sales representative to serve as
City’s primary liaison to Distributor. Distributor's sales representatives shall provide on-site City
staff training with respect to Distributor's technology and programs, optimal pharmacy
purchasing and inventory management methodology, timely follow-up and effective problem-
solving in response to City requests. Distributor's sales representative should be generally
knowledgeable about Distributor's business and the pharmaceutical products industry and make
on-site visits to City no less frequently than once per month unless otherwise requested by City.
In addition to normally scheduled sales calls, Distributor's sales representatives shall schedule
and conduct quarterly business reviews with City's pharmacy management and pharmacy
purchasing staff, the occurrence of which shall depend on the City participating. Distributor
shall establish a specific timetable for sales calls by sales representatives to satisfy the needs of
the City.

b. Vendor Credentialing. Distributor shall consult with City to identify City’s policies relating to
access to facilities and personnel. Distributor agrees to comply with City’s policies and
procedures regarding access to facilities and personnel, including without limitation policies
relating to vendor registration and credentialing to the extent they are not inconsistent with
Distributor's employee policies, including its code of conduct. In the event there is an
inconsistency between City’s policies and Distributor's policies that would affect Distributor's
access to City's facilities, Distributor shall consult with City with respect to the conflict in an
effort to come to a reasonable resolution. Before visiting any ZSFG facilities, it is required that
a HCIR create a profile with “VendorMate.” VendorMate is the company that manages the
credentialing process of policy 16.27 for SFGH. For questions, or to register as a HCIR please
contact the Director of Materials Management, or designee (during normal business hours) at
(415) 206-5315 or sign on to https://sfdph.vendormate.com for details.
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c. Distributor Customer Service. Distributor shall provide telephone customer service to
promptly respond to City's routine questions and issues during normal business hours. Distributor
shall adequately train its telephone customer service agents in Distributor's operations, pharmacy
purchasing, price verification research, and inventory supply research policies and procedures.
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ATTACHMENT 3 - CITY PAYMENT TERMS

For all payment plans, the funds must be received by the Distributor at the designated remittance address
on or before the dates due. Payments due on Saturday shall be due on the preceding Friday. Payments due
on a Sunday shall be due on the following Monday. Payments due on a holiday shall be due on the preceding
business day except when the holiday falls on a Monday. In that instance, payments shall be due on the
following business day.

In the event City chooses to utilize an electronic payment program or card-based platform for the payment
of Products ("E-Payable Program™), the Distributor shall participate in City's E-Payable Program, will offer
its full and timely cooperation in assisting City, or its designate, to make such E-Payable Program operate
successfully, and shall not impose any additional fees, costs, penalties, surcharges or other charges to City
based upon E-Payable Program utilization.

a. Late Payment Charges. Any service charges on past due amounts will accrue only on the unpaid
balance of undisputed amounts at a daily rate not to exceed [[fj per month (] Annual
Percentage Rate). At the City’s request, Distributor may waive late payment charges acting in its
sole discretion.

b. Disputed Invoices. Should the City dispute an invoice in good faith, City may report the issue
to Distributor within thirty (30) business days of invoice date. Distributor shall promptly research
the disputed invoice and City and Distributor shall use good faith to resolve the dispute. Disputed
invoices are not subject to late fees or penalties during the resolution of the dispute. Upon resolution
of such dispute, late fees or penalties applicable may be applied if City was not justified in disputing
the applicable item(s) on invoice.

C. Revocation of Credit Privileges. Notwithstanding any other provision of the Agreement,
should City have an excessive late payment history or a substantial past due balance, Distributor
shall notify GPO and City in writing of the problem prior to Distributor removing City's credit
privileges. If Distributor rescinds City's credit privileges, the City shall be entitled to continue to
purchase Products and Services from Distributor on a C.O.D. basis.

d. Set-Off. Distributor shall set off any amount owing at any time from City against any amount
payable at any time by Distributor to City (i.e., credits-on-account as set forth in the Agreement
shall be deducted from amounts due before calculating any late payment penalties owed by the
City).

The following payment terms will be made available to City so long as justified under Distributor's general
credit policies. The City may elect to move to another payment term by providing written notice to the
Distributor. Distributor reserves the right to adjust pricing to the term that most closely matches City’s
demonstrated payment history.

REGULAR PAYMENT TERMS

PAYMENT TERMS BEYOND THE TERMS STATED HEREIN SHALL BE NEGOTIATED
BETWEEN THE CITY AND THE DISTRIBUTOR and Distributor will disclose the terms to GPO during
the reporting process set forth in the Base Agreement.
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1. WEEKLY STATEMENT PAYMENT

2. 15-DAY INVOICE PAYMENT

3. SEMI-MONTHLY STATEMENT PAYMENT

4. MONTHLY STATEMENT PAYMENT

5. PAYMENT UPON DELIVERY (C.0.D.)

Subject to Attachment 3, Section (c) (Revocation of Credit Privileges) above.
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ATTACHMENT 4 - PRODUCT RETURN POLICY
1. RETURNED GOODS

Subject to any separate policy and/or terms and conditions for returned goods adopted by Distributor for
purposes of complying with any applicable federal and/or state law, rule or regulation (including without
limitation laws, rules and regulations of the State of Florida), Distributor will process returned goods for
items purchased by City from Distributor, in accordance with Distributor’s Returned Goods Policy (which
is subject to change by Distributor, effective on thirty (30) days’ prior notice to City, as follows:

2. DEFINITIONS

(a) Saleable Products shall include the following:

1) Products are determined saleable by Distributor based on the ability to resell the item without
special handling, refurbishing or other expense; or

2) Saleable Products must have dating of current month plus six (6) months remaining until
expiration. Exceptions to this dating policy are:

A) Refrigerated and other temperature-controlled Products; or

B) Products deemed permanently short-dated by Distributor and
manufacturers/vendors.

In the above-specified instance as set forth in Subsection (a)(2)(B) above, City shall be permitted to return the
Products with current month plus three (3) months remaining until expiration.

(b) Unsaleable Products:

1) Products with less than current month plus six (6) months remaining until expiration (except
as otherwise provided in Subsection (1)(a));

2) Torn or damaged packaging;

3) Labels attached (prescription or price sticker);
4) Soiled, stained or worn;

5) Safety or security seals not intact; or

6) Prescription Products returned to Distributor that does not include City’s signature on the
returns authorization form to assure that such Products have been stored and protected under
proper conditions specified by the manufacturer/vendor.

Distributor reserves the right to determine whether Products are Saleable or Unsaleable on inspection
of the returned item.

3. PRODUCTS AUTHORIZED FOR RETURN TO DISTRIBUTOR

City must provide signed verification certifying that proper conditions for storage, handling and shipping
have been maintained for all Products returned to Distributor.

a) Saleable and Unsaleable Products that were purchased from Distributor unless otherwise blocked
for return (determined by manufacturer/vendor or Distributor);

b) If prescription (“Rx™) Products, City has attested that each specific unit of returned Rx Products
was purchased from Distributor and that the conditions specified by the manufacturer/vendor for
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

b)

c)
d)

f)
9)
h)

UNDER PUBLIC RECORDS LAWS

storage, protection, handling, and shipping have been maintained at all times. Returned Rx
Products must also include the original invoice number in order to be Saleable, in compliance with
the Drug Supply Chain Security Act.

Unsaleable Products purchased from Distributor which can be returned by Distributor to the
manufacturer/vendor according to their policy;

Distributor Private Label Merchandise (Valu-Rite®, Health Mart®, Sunmark®, etc); and

Manufacturer/vendor recall or market withdrawal in original manufacturer containers. Authorized
returns of partials require City to include pill counts, NDC expiration date and lot number for any
Products not returned in its original manufacturer container.

EXCLUDED MERCHANDISE:

Products not purchased from Distributor;

Products not physically carried by Distributor;

Products not eligible for return to the manufacturer/vendor or deemed collectible by Distributor;
Saleable Products returned that do not meet proper storage conditions;

Unsaleable returns on City’s or its buying group’s private label Products;

Products not in their original container;

Overbagged or “robot-ready” Products;

Products requiring refrigeration except for Products shipped by Distributor in error or received
damaged;

Repackaged Products that have less than nine (9) months dating or are defined as Unsaleable
Products;

ScanPakTM Unit Dose and ScanPakTM Multi Dose Products that have less than nine (9) months
dating or are defined as Unsaleable Products;

Products discontinued by manufacturer/vendor and no longer stocked by Distributor;
Controlled Substances containing hazardous materials;

Partial bottles, liquids and other containers except for recalls of Products other than Controlled
Substances;

Schedule Il Controlled Substances will be evaluated on individual return requests;
Products damaged or defaced at the City facility location or on the shelf; and

Home Healthcare Hub Products unless said Products were received damaged by City from
Distributor or said Products have been recalled/withdrawn by the manufacturer/vendor.

PRODUCT SHORTAGES AND MISPICKS

Distributor will provide credit for Product shortages and mispicks, provided that (x) City provides
Distributor the applicable invoice number and (y) any claim is submitted within five (5) business days
of the original invoice date. Claims filed after five (5) business days will not be considered.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

6. CREDITS ISSUED

Distributor will provide the following credit based on the pricing rules outlined below in Subsection (6) as
calculated from invoice date to credit request date:

Saleable ]
I
Received  Damagedj
or Short-dated
I

if and to the extent Distributor
recovers an equal percent from the
manufacturer/vendor.

Recall*

Unsaleable Products if and to the extent Distributor
Eligible for Return to recovers an equal percent from the
Distributor* manufacturer/vendor.

* Notwithstanding anything in this Agreement to the contrary, with regard to Unsaleable Products, recalls,
market withdrawals and any other manufacturer/vendor initiated returns (collectively, "Unsaleable and
Recalled Merchandise™), in the event a pharmaceutical manufacturer/vendor fails for any reason to pay
Distributor for the cost of or any amounts due with respect to any Unsaleable or Recalled Merchandise returned
to Distributor by City or City’s agent, City agrees that City will be responsible for the collection of any unpaid
monies due from the manufacturer/vendor, and shall fully reimburse Distributor for any credits or other forms
of advance, including deductions, that have already been paid to or received by City for such Unsaleable or
Recalled Merchandise.

7. CITY ELIGIBILITY

Distributor reserves the right to designate if the Products returned by City are eligible for return, and
to determine the appropriate percentage of credit to be provided.

8. PRICING ON RECALLED AND RETURNED GOODS

Distributor will use the invoice price when City provides a valid invoice number.

If no invoice number is provided, the lowest price determined under the following pricing rules will

apply:

(@) City will be credited the contract price for Products which are Contract Products on the date that
return authorization is created.

(b) City will be credited a weighted average price based on City’s past twelve (12) month purchase
history for Non-Contract Rx/OTC Products.

(c) City will be credited the lowest price paid by City over the past twelve (12) months for Non-
Contract Generics Products.

25

City and County of San Francisco — Supply Agreement
MHS 050219

50





CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE
UNDER PUBLIC RECORDS LAWS

(d) City will be credited the manufacturer's/vendor's published acquisition cost (exclusive of cash
discounts) on the date of the return authorization for Non-Contract Products purchased more than
twelve (12) months prior to the date the return authorization is created.

Any handling charges will apply where appropriate to the determined price.

Final credit will be issued based on the condition and timing of the returned goods to Distributor.
9. NOTIFICATION OF CHANGES

Distributor reserves the right to change the above stated Returned Goods Policy at any time with
thirty (30) days’ notification to City, including without limitation implementing modifications
required to meet applicable federal and/or state laws, rules and regulations, FDA and other regulatory
guidelines, and any additional restrictions applicable to returned Products.
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CONFIDENTIAL AND PROPRIETARY TO DISTRIBUTOR SUBJECT TO PROTECTION FROM RELEASE

UNDER PUBLIC RECORDS LAWS

ATTACHMENT 5 - DISTRIBUTOR’S CUSTOMER-FACING MANAGEMENT REPORTING

SYSTEM CAPABILITIES

This Exhibit sets forth the minimum specifications required for purchase history and management
reporting systems that shall be provided by Distributor (**Reporting Systems'").

1. Distributor's Reporting Systems shall include a minimum twenty-four (24) months of City's
purchase history, detailed by month, to include actual prices paid, quantities purchased, and
quantities returned or credited, contract type indicator (e.g., GPO, individual, etc.) and Product
description.

2. The Reporting Systems shall include all Products in the Ordering System'’s catalog in addition to
the Products that have purchase history. Such Reporting Systems shall clearly identify and
distinguish Product labels to facilitate such identification. Such Product identification and
distinction shall be obvious to a customer familiar with Distributor's Reporting Systems.

3. The Reporting System shall create reports at the individual facility level and roll up sales history
to summarize sales at the IDN level. City shall be able to define which Distributor account
numbers to combine/include when creating a sales history report.

4. Reserved.

5. The Reporting Systems shall include an advanced report-writing function that City shall be able
to use to create and customize reports as needed. Examples of reports that are available

include:

@ =~ ® o 0o T p

h.

80/20 velocity report

Purchases by Supplier

Purchases by therapeutic class

Purchases by generic name

Controlled substance purchases

Contract priced Product listing, with delineation by contract type

Purchases by Product category, such as: branded vs. generic Product, single source
vs. multiple source Product, Rx vs. non-Rx Product

Purchases by Orange Book bioequivalence codes

6. The Reporting System shall accommodate user-defined query parameters, including time-period of
purchase history and the ability to limit the report by Supplier and contract type. The Reporting
System shall have the capability to generate a purchase history report for all City Net Sales over a
prior twelve (12) month period, including Product NDC, Product description, total units purchased,
current price WITHOUT Member Markup (the price the City would be invoiced WITHOUT
Member Markup if City ordered the Product that day), and current price WITH Member Markup
(the price the City would be invoiced if City ordered the Product that day).

7. Reports shall be viewable on-screen, printed, or downloaded/exported in a standard format that
is easily imported into Microsoft Excel.
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8. City shall be able to access the Reporting Systems via multiple logins to the Reporting Systems,
and each such login shall have a separate password and secure access.
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ATTACHMENT 6 - NON-INJECTABLE GENERICS AUTO-SHIP PROGRAM DESCRIPTION

Non-Injectable Generics Auto-Ship Program Description
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ATTACHMENT 7: DISASTER RESPONSE PLAN

Distributor will submit a comprehensive Disaster Response Plan (substantively addressing the

topics identified below) to City as part of this Agreement.

Planning for an Emergency

. Introduction

I1.  Corporate Objective

I11. Definition of an Emergency

IV. Review Internal Plans and Policies

V.  Establish an Evacuation Procedure

VI. Meet with Community Experts

VII. Identify Specific Codes and Regulations

VIII. Identify critical Products, Operations and Services
IX.  Locate Company Specific Resources for Emergencies
X.  Training

XI. Distribution of the Plan

Procedures during an Emergency

XI1. Procedure for Reporting Emergencies

X111, Procedure for Evaluating Severity of an Emergency
XIV. Emergency Response Team

XV. Communications During an Emergency

XVI. Procedure for Handling Emergencies

XVII. Contacting Outside Service

XVII11. Hazardous Materials

XIX. Evacuation Procedure

XX.  First Aid

Action following an Emergency
XXI. Recovery and Restoration
XXII. Evaluation and Modification of the Plan

Appendixes

Appendix | Persons Qualified to Act as Emergency Coordinators
Appendix 11 Outside Agencies--Emergency Telephone Listing
Appendix 111 Internal Emergency Phone Call List Sample

Appendix IV Evacuation Routes

Appendix V Emergency Assembly Reporting Procedure

Appendix VI Job Descriptions

Appendix VII Persons Responsible for Hazardous Waste Management
Appendix VI Emergency Checklists

Appendix X Guidance for Preparation of Spillage Confirmation Report
Appendix X Business Continuity and Disaster Preparedness Websites
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Appendix B
U.S. PHARMACEUTICAL CALCULATION OF CHARGES

1. Method of Payment

A. Distributor shall submit invoices as set forth in Attachment 3 to Appendix A, and in Section 3.13
above.

2. Program Budget and Final Invoice

A The Program Budget is attached hereto as Appendix B-1: U.S. Pharmaceutical Program Budget.

B. Distributor understands that, of the maximum dollar obligation listed in Section 3.4 of this
Agreement, $32,152,595 is included as a contingency amount and is neither to be used in Program Budget
attached to this Appendix, or available to Distributor without a modification to this Agreement executed in
the same manner as this Agreement or a revision to the Program Budget of this Appendix B, which has
been approved by Contract Administrator. Distributor further understands that no payment of any portion
of this contingency amount will be made unless and until such modification or budget revision has been
fully approved and executed in accordance with applicable City and Department of Public Health laws,
regulations and policies/procedures and certification as to the availability of funds by Controller.
Distributor agrees to fully comply with these laws, regulations, and policies/procedures.

C. Distributor agrees to comply with its Program Budget of this Appendix B in the provision of
Services. Changes to the budget that do not increase or reduce the maximum dollar obligation of the City
are subject to the provisions of the Department of Public Health Policy/Procedure Regarding Contract
Budget Changes. Distributor agrees to comply fully with that policy/procedure.

D. A final closing invoice, clearly marked “FINAL,” shall be submitted no later than forty-five (45)
calendar days following the closing date of the Agreement, and shall include only those Services rendered
during the referenced period of performance. If Services are not invoiced during this period, all unexpended
funding set aside for this Agreement will revert to City. City’s final reimbursement to the Distributor at
the close of the Agreement period shall be adjusted to conform to actual units certified multiplied by the
unit rates identified in the Program Budget attached hereto, and shall not exceed the total amount authorized
and certified for this Agreement.

3. No invoices for Services provided by law firms or attorneys, including, without limitation, as
subcontractors of Distributor, will be paid unless the provider received advance written approval from the
City Attorney.
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Appendix B-1 Budget

Line # Departmental Unit FY 19 20 FY 2021 FY 21 22 FY 22 23 FY 23 24 Budgeted Amount

11/1/2019 - 7/1/2020 - 7/1/2021 - 7/1/2022 - 7/1/2023 -

6/30/2020 6/30/2021 6/30/2022 6/30/2023 10/31/2023
1 Zuckerberg San Francisco General Hospital $ 13,816,936.00 S 23,212,461.00 S 25,997,956.00 S 29,117,710.00 $ 10,870,612.00 $ 103,015,675.00
2 Laguna Honda Hospital S 8,449,712.00 $ 14,195,5522.00 $ 15,898,984.00 $ 17,806,862.00 S 6,647,895.00 S 62,998,975.00
3 Jail Health Services S 2,164,104.00 S 3,635,703.00 $ 4,071,987.00 $  4,560,625.00 $ 1,702,633.00 S 16,135,052.00
4 Primary Care S 1,396,712.00 $ 2,346,488.00 S 2,628,066.00 S  2,943,433.00 $ 1,098,881.00 S 10,413,580.00
5 Community Behavioral Health S 4,946,664.00 S 8,310,400.00 S 9,307,648.00 $ 10,424,565.00 $ 3,891,837.00 S 36,881,114.00
6 Public Health Division S 426,664.00 S 716,800.00 S 802,816.00 S 899,153.00 $ 335,684.00 $ 3,181,117.00
7 $ 31,200,792.00 $ 52,417,374.00 $ 58,707,457.00 S 65,752,348.00 $ 24,547,542.00 $ 232,625,513.00
8 Sub Total (All Units) $ 232,625,513.00
9 FY 20 21 Pharmaceutical Innovation Initiatives $ 34,395,955.00
10 Subtotal of All Pharmaceuticals $ 267,021,468.00
11 Taxes (Over the Counter) S 150,000.00
12 Sub Total $ 267,171,468.00
13 Contingency $ 32,152,595.00
14 Sub Total $ 299,324,063.00
15 Holdover Amount (Calcualted from the last 12 months of the contract) $82,058,928.00
16 Guaranteed Maximum Cost $ 381,382,991.00

Starting FY 20/21 12% annual increase to account for anticipated drug price inflation.

Line 9: HCV in Jail Health. Funding for such services are subject to budgetary approval. Emerging Specialty Drugs expected to be ready for use on patients over the course

of the Agreement.

Line 11: Only Over the Counter (OTC) Drugs are taxable

Line 15: 25 % of the last 12 months of the contract (9 months of FY 22/23 and 3 months of FY 23/24) will give DPH 1 year of uninterrupted service to find an alternate vendor if needed.
Holdover terms are specificed under section 2.2 of the contract. The holdover period shall be 11/1/2023 - 10/31/2024.





Appendix C
DPH Statement of Work

1. Terms

A. Contract Administrator:

In performing the Services hereunder, Distributor’s designated representative shall report to David
Woods, Contract Administrator for the City, or his / her designee.

B. Reports:

Distributor shall submit written reports on the progress of the Services as reasonably requested by
the City. The format for the content of such reports shall be determined by the City. The timely submission
of all reports may be a necessary and material term and condition of this Agreement. All reports, including
any copies, shall be submitted on recycled paper and printed on double-sided pages to the maximum extent
possible.

For services solicited under a Group Purchasing Organization (GPO) the Distributor shall report
all applicable sales under this agreement to the respective GPO.

C. Evaluation:

Distributor shall participate as reasonably requested with the City, State and/or Federal government
in evaluative studies designed to show the effectiveness of Distributor’s Services. Distributor agrees to meet
the requirements of and participate in such evaluation program and management information systems of
the City.

For contracts for the provision of services at San Francisco General or Laguna Honda Hospital and
Rehabilitation Center, the evaluation program shall include agreed upon performance measures as specified
in the Performance Improvement Plan and Performance Measure Grid which is presented in Attachment 1
to Appendix C. Performance measures are reported annually to the Zuckerberg San Francisco General
performance improvement committees (PIPS and Quality Council) or the to the Administration Office of
Laguna Honda Hospital and Rehabilitation Center.

The City agrees that any final written reports generated through the evaluation program shall be
made available to Distributor within thirty (30) working days. Distributor may submit a written response
within thirty working days of receipt of any evaluation report and such response will become part of the
official report.

D. Possession of Licenses/Permits:

Distributor shall possess all licenses and/or permits required by the laws and regulations of the
United States, the State of California, and the City to provide the Services. Failure to maintain these licenses
and permits may constitute a material breach of this Agreement.

E. Adequate Resources:

Distributor agrees that it has secured or shall secure at its own expense all persons, employees and
equipment required to perform the Services required under this Agreement, and that all such Services shall
be performed by Distributor, or under Distributor’s supervision, by persons authorized by law to perform
such Services.

F. Infection Control, Health and Safety:

Q) Distributor must have a Bloodborne Pathogen (BBP) Exposure Control plan as defined in the
California Code of Regulations, Title 8, Section 5193, Bloodborne Pathogens
(http://www.dir.ca.gov/title8/5193.html), and demonstrate compliance with all requirements including, but
not limited to, exposure determination, training, immunization, use of personal protective equipment and
safe needle devices, maintenance of a sharps injury log, post-exposure medical evaluations, and
recordkeeping.

2 Distributor is responsible for site conditions, equipment, health and safety of their employees, and
all other persons who work or visit the job site.
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3 Distributor shall assume liability for any and all work-related injuries/illnesses including infectious
exposures such as BBP and TB and demonstrate appropriate policies and procedures for reporting such
events and providing appropriate post-exposure medical management as required by State workers'
compensation laws and regulations.

(@) Distributor shall comply with all applicable Cal-OSHA standards including maintenance of the
OSHA 300 Log of Work-Related Injuries and IlInesses.

(5) Distributor assumes responsibility for procuring all medical equipment and supplies for use by their
staff, including safe needle devices, and provides and documents all appropriate training.

(6) Distributor shall demonstrate compliance with all state and local regulations with regard to handling
and disposing of medical waste.

G. RESERVED.

H. Acknowledgment of Funding: Reserved.

. Hospital Policy 16.27:

It is the policy of Zuckerberg San Francisco General (ZSFG) to provide quality patient care and
trauma services with compassion and respect, while maintaining patient privacy and safety. ZSFG is
committed to providing reasonable opportunities for Health Care Industry Representatives (HCIRS),
external representatives/vendors, to present and demonstrate their products and/or services to the
appropriate ZSFG personnel. However, the primary objective of ZSFG is patient care and it is therefore
necessary for all HCIRs to follow guidelines that protect patient rights and the vendor relationship.
Therefore, all HCIR's that will come onto the campus of Zuckerberg San Francisco General Hospital must
comply with Hospital Policy 16.27 "PRODUCT EVALUATION AND PHARMACEUTICAL
SERVICES: GUIDELINES FOR SALES PERSONNEL, HEALTHCARE INDUSTRY
REPRESENTATIVES, AND PHARMACEUTICAL COMPANY REPRESENTATIVES"

2. Description of Services

Distributor agrees to perform the following Services:

All written Deliverables, including any copies, shall be submitted on recycled paper and printed on double-
sided pages to the maximum extent possible.

Detailed description(s) of services are listed in Appendix A, Pharmacy Distribution Services Supply
Agreement.
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Attachment 1 to Appendix C

PERFORMANCE IMPROVEMENT PLAN
AND PERFORMANCE MEASURE GRID

Contract Services

AIM: All ZSFG services provided through contractual agreement are provided safely and effectively for
patient care and support services, annually.

Distributor Name

Services Provided

Measure Name

Metric
(What data is being
collected?)

McKesson Corporation

Pharmacy Distribution
Services

Adjusted Fill Rate

McKesson to maintain
an adjusted service
level of at least

McKesson Corporation

Pharmacy

GPO Contract

Provide a quarterly
update on GPO
contracts to DOP to
review current contracts
loaded and or
notification of new
contracts.
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McKesson Corporation

Quarterly business
reviews to  review
quarterly and annual
spend

Meet on a quarterly
basis with McKesson
representatives to
review quarterly and
annual spend. Provide
data to measure against
budget dollars  for
contract.
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Appendix D

Distributor’s Certificate of Insurance
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Appendix E
Business Associate Agreement

Reserved
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Appendix F

Distributor’s Sample Invoice
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Appendix G
PUBLIC MEETING AND PUBLIC RECORDS DISCLOSURE PROCESS

Exhibit 1 to Each McKesson Distribution Agreement

1. Distribution Agreements: McKesson Corporation and McKesson Plasma and Biologics
(collectively “McKesson”) and the City, acting by and through its Department of Public Health
(“Department”), have negotiated Distribution Agreements (each identified as the “Negotiated
Agreement”), portions of which McKesson asserts constitute, contain or reveal valuable trade
secrets or other information belonging to McKesson that is exempt from disclosure under the
California Public Records Act and chapter 67 of the San Francisco Administrative Code (the
“Sunshine Laws”).

2. Redactions: McKesson will provide the City with a redacted version of each Negotiated
Agreement from which McKesson has removed information that it maintains is exempt from
public disclosure under the Sunshine Laws (“Redacted Agreement”). The City agrees to not
release any version of either Negotiated Agreement other than the Redacted Agreement in
response to a public records request under the Sunshine Laws.

3. Negotiated Agreement Review: McKesson understands that each Negotiated
Agreement is subject to full unredacted review by the City’s third-party Budget Analyst and the
San Francisco Board of Supervisors (collectively “Board”). The City will inform the Board
regarding the portions of each Negotiated Agreement that City has agreed to not release, as well
as the requirements of this Exhibit 1.

4. Records Request: If the Department receives a public records request pertaining to
McKesson, the Department will use its best efforts to notify McKesson of the Request and to
provide McKesson with a description of the material that the Department deems responsive and
the due date for disclosure (“Response Date”). If McKesson asserts that some or all of the
material requested contains or reveals valuable trade secrets or other information belonging to
McKesson that is exempt from disclosure and directs the City in writing to withhold such
material from production (“Withholding Directive”), then the City will comply with the
Withholding Directive on the condition that McKesson seeks judicial relief on or before the
Response Date. If any third-party initiates or threatens to initiate legal action to compel the
production of McKesson’s material, McKesson shall defend, indemnify and save harmless City
and its officers, agents and employees from any and all such third party claims. Should
McKesson fail to seek judicial relief on or before Response Date, the City shall proceed with the
disclosure of responsive documents.

5. Agreement not to Sue: McKesson agrees that it will not sue the City for damages in
connection with the disclosure by the City of information that McKesson asserts is exempt from
disclosure, so long as such disclosure was inadvertent and the City uses reasonable efforts to
mitigate the effects of the inadvertent disclosure and/or uses reasonable efforts to retrieve the
information as appropriate.
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6. Upon McKesson’s signature, this Agreement is effective as of the date of the City’s

signature below.

CITY

Date:

By:

Grant Colfax, MD

Director of Health
Department of Public Health
Approved as to Form:

Dennis J. Herrera
City Attorney

By:

Louise S. Simpson
Deputy City Attorney

MCKESSON CORPORATION and
MCKESSON PLASMA AND BIOLOGICS

Date:

By:
Eugene Cavacini

Senior Vice President and Chief Operating Officer
McKesson Pharmaceutical Solutions and Services
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		A) Refrigerated and other temperature-controlled Products; or

		B) Products deemed permanently short-dated by Distributor and manufacturers/vendors.
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FILE NG. 200012 . . RESOLUTION NO. 123-20

[Agreement Retroaotrve McKesson Corporation ~ Group Purchasrng Drstrlbutron of
Pharmaceuticals - No’c to Exceed $381 382,991]

Resoluﬁon retroactively approving an agreement between NMcKesson Corporation ‘and 3

the Department oflPublic Health for a group purchasing agreement for the purchase of o .

pharmaceutlcals for a total amount not to exceed $381,382,991 for a term of five years ' 4

from February 1, 2020, through January 31, 2024.

'WHEREAS, The Department of Public Health (DPH) has the ongoing need to procure -

a broad range of pharmaceutical products for use in the daily delivery of care to patients of

 varlous Department programs; and

WHEREAS, This Agreement was procured as required by San Francisco

_ Admlnrstratrve Cod.e, Chapter 21.A.2, Membershlp in Group Purchasing Organ,lzaﬁons'; and’ -

- WHEREAS, San Francisco Charter Secﬁon 9.118(b) requires thatthe Board of
Supervrsors approve by resolutron all City contracts having an-amount in excess of ten mrllron
dollars: now, therefore, be it .

RESOLVED, That the Board of Supetrvisors hereby authorizes the Director of Public "', L
Health and the Director of the Office of Contract Administration/Purchaser, on behalf of the

Clty and County of San Francisco, to execute an agreement with McKesson Plasma and’

Brologrcs LLC for the purchase of pharmaceutical products biologics and specialty drugs for a i
 total amount not to exceed $381 382,991, for term of five vears, February 1, 2020, fhrough" K
 January 31, 2024; and, be it |

‘ FURTHER RESOLVED That the Board of Supetvisors authorrzes the
Department of Public Health to enter into any amendments or modifications to the
oontract, prior to its final execution by all parties, that the Department deterrnines, in

consultatron with the City Attorney, are in the best interest of the City, do not otherwise

Departiment of Public Health . : ’ .
BOARD OF SUPERVISORS ' . ' . Page 1 |
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miaterially increase the obligations or liabilities of the City, are necessary or advfsa_ble to -
effectuate the purposes of the contract, 've'\nd are’in complianéé with all applicable laws;
and, be it | - |

FURTHER RESOLVED, That within thirty (30) days of the contract being fully exectjted
by all partiés,.the Director of Heath and/or the'Director of the Office 6f Contract

'Administratioanurchasér shall provide the final contracts to the Clerk of the Board for

inclusion into the official File No. 200012 .

RECOM E‘NDED& P /

Dr. Grant Colfax
Director of Health

Department of Public Health .
BOARD OF SUPERVISORS : * Page 2
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City and County of San Francisco City Hall
1 Dr. Carlton B. Goodlett Place

Tails San Francisco, CA 94102-4689

Resolution

- File Number: 200012 Date Passed: March 24, 2020

Resolution retroactively approving an agreement between McKesson Corporation and the
Department of Public Health for a group purchasing agreement for the purchase of pharmaceuticals
for a total amount not to exceed $381,382,991 for a term of five years, from February 1, 2020,

through January 31, 2024.

February 12, 2020 Budget and Finance Committee - RECOMMENDED

March 24, 2020 Board of Supervisors - ADOPTED

Ayes: 11 - Fewer, Haney, Mandelman, Mar, Peskin, Preston, Ronen, Safai,
Stefani, Walton and Yee ’

File No. 200012 | hereby certify that the foregoing
Resolution was ADOPTED on 3/24/2020 by
the Board of Supervisors of the City and
County of San Francisco.

4&T=D-CA-CLJLA.QG

Angela Calvillo
Clerk of the Board

48]0

London N. Breed ' IDate(Approved
Mayor
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DocuSign Envelope ID: 4A4D342D-EFC4-4EEC-9F7F-CB13F99F0B40

. . . . Received On:
San Francisco Ethics Commission

25 Van Ness Avenue, Suite 220, San Francisco, CA 94102 File #:
Phone: 415.252.3100 . Fax: 415.252.3112
ethics.commission@sfgov.org . www.sfethics.org

Bid/RFP #:

Notification of Contract Approval
SFEC Form 126(f)4
(S.F. Campaign and Governmental Conduct Code § 1.126(f)4)
A Public Document

Each City elective officer who approves a contract that has a total anticipated or actual value of $100,000 or
more must file this form with the Ethics Commission within five business days of approval by: (a) the City elective
officer, (b) any board on which the City elective officer serves, or (c) the board of any state agency on which an
appointee of the City elective officer serves. Formore information, see: https://sfethics.org/compliance/city-
officers/contract-approval-city-officers

1. FILING INFORMATION
TYPE OF FILING DATE OF ORIGINAL FILING (for amendment only)

original
AMENDMENT DESCRIPTION - Explain reason for amendment

2. CITY ELECTIVE OFFICE OR BOARD
OFFICE OR BOARD NAME OF CITY ELECTIVE OFFICER

Board of Supervisors Members

3. FILER’S CONTACT

NAME OF FILER’S CONTACT TELEPHONE NUMBER
Legislative Clerks Division 415-554-5184
FULL DEPARTMENT NAME EMAIL
Office of the Clerk of the Board Board.of.Supervisors@sfgov.org
NAME OF DEPARTMENTAL CONTACT DEPARTMENT CONTACT TELEPHONE NUMBER
Kelly Hiramoto 415-255-3492
FULL DEPARTMENT NAME DEPARTMENT CONTACT EMAIL
DPH Department of Public Health kelly.hiramoto@sfdph.org
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5. CONTRACTOR

NAME OF CONTRACTOR TELEPHONE NUMBER
McKesson Corporation 310-405-5035
STREET ADDRESS (including City, State and Zip Code) EMAIL
6555 N State Hwy 161, Bldg A, 3rd F1, Irving,TX 75039 Trish.Powell@cKesson.com

6. CONTRACT
DATE CONTRACT WAS APPROVED BY THE CITY ELECTIVE OFFICER(S) | ORIGINAL BID/RFP NUMBER | FILE NUMBER (If applicable)

DESCRIPTION OF AMOUNT OF CONTRACT

Not to exceed $977,652,155

NATURE OF THE CONTRACT (Please describe)

Procure a broad range of pharmaceutical products for use in the daily delivery of care to
patients of various Department programs

7. COMMENTS

8. CONTRACT APPROVAL

This contract was approved by:
|:| THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM

A BOARD ON WHICH THE CITY ELECTIVE OFFICER(S) SERVES

E] Board of Supervisors

THE BOARD OF A STATE AGENCY ON WHICH AN APPOINTEE OF THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM SITS
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9. AFFILIATES AND SUBCONTRACTORS

List the names of (A). members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

1 Tyler Brian CEO

2 Lerman Bradley E. Board of Directors

3 caruso pominic J. Board of Directors

4 Knauss Donald R. Board of Directors

5 Salka Susan R. Board of Directors

6 Carmona Richard H. Board of Directors

7 Dunbar W. Roy Board of Directors

8 Hinton James H. Board of Directors

9 Mantia Maria Board-of Directors

10 Martinez Maria Board of Directors

11 wilson-Thompson Kathleen Board of Directors

12 Schechter Lori Other Principal officer
13 Vitalone Britt CFO

14 | Avila Nancy other Principal officer
15 Smith LeAnn Other Principal officer
16 Rodgers Thomas Other Principal officer
17 Jhaveri Nimesh other Principal officer
18

19
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9. AFFILIATES AND SUBCONTRACTORS

List the names.of (A) members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38
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9. AFFILIATES AND SUBCONTRACTORS

List the names.of (A) members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

39

40

41

42

43

44

45

46

47

48

49

50

I:I Check this box if you need to include additional names. Please submit a separate form with complete information.
Select “Supplemental” for filing type.

10. VERIFICATION ‘

I have used all reasonable diligence in preparing this statement. | have reviewed this statement and to the best of my
knowledge the information | have provided here is true and complete.

| certify under penalty of perjury under the laws of the State of California that the foregoing is true and correct.

SIGNATURE OF CITY ELECTIVE OFFICER OR BOARD SECRETARY OR DATE SIGNED
CLERK

BOS Clerk of the Board
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