
City an.d County of San Francisco 
Office of Contract Administration 

Purchasing Division 
City Hap, Room 430 

1 Dr. Carlton B. Goodlett Place 
San Francisco, California 94102-4685 

Agreement between the City and County of San Francisco and 
Medlmpact Healthcare Systems, Inc. 

This Agreement is made this first day of July, 2008, in the City and County of San Francisco, State of 
California, by and between: Medlmpact Healthcare Systems, 10680 Treena Street, 5•h Floor, San. Diego, 
CA 92131, hereinafter referred to as "Contractor," and the City and County of San Francisco, a munfoipa1 
corporation, hereinafter referred to as ••city," acting by and through its Director of the Office of Contract 
Administration or the Director's designated agent, hereinafter referred to as "Purchasing." 

Recitals 

WHEREAS, the Department of Public Health, Community Health Network, ("Department") wishes to 
. provide computerized approval to community pharmacies for prescriptions from Community Health 
Network providers for Community Health Network clients without other prescription insurance; and, 

WHEREAS, a Request for Proposal ("RFP") was issued on December 10, 2007, and City selected 
Contractor as the highest qualified scorer pursuant to the RFP; and 

WHEREAS, Contractor represents and warrants that it is qualified to perform the services required by City 
as set forth under this Contract; and, 

·'·""'-WHEREAS, approval for this Agreement was obtained when the Civil Service Commission approved 
Contract numberPSC 2013- 04/05 on June 6, 2005; 

Now, THEREFORE, the parties agree as follows: 

.1. Certification of Funds; Budget and Fiscal Provisions; Termination in the Event of Non-
Appropriation 

This Agreement is subject to the budget and fiscal provisions of the City's Charter. Charges wi11 
accrue only after prior written authorization certified by the Controller, and the 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 Agreement will tenninate without penalty, liability or expense of any kind to City at the end of 
any fiscal year if funds are not appropriated for the next succeeding fiscal yeai:'. If funds are approp1iated 
for a portion of the fisca1 year, this Agreement will terminate, without penalty, liability or expense of any 
kind at the end of the term for which funds are appropriated. 

City has no obligation to make appropriations for this Agreement in lieu of appropriations for new or 
other agreements. City budget decisions are subject to the discretion of the Mayor and the Board of 
Supervisors. Contractor's assumption of risk of possible non-appropriation is part of the consideration for 
this Agreement. 

THIS SECTION CONTROLS AGAINST ANY AND ALL OTHER PROVISIONS OF THIS 
AGREEMENT. 
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2. Term of the Agreement 

Subject to Section 1, the term of this Agreement shall be from July 1, 2008 to June 30, 2011. 

3. Effective Date of Agreement 
This Agreement shall become effective when the Controller has certified to the availability of funds 

and Contractor has been notified in writing. 

4. Services Contractor Agrees to Perform 

The Contractor agrees to perform the services provided for in Appendix A, "Description of 
Services," attached hereto and incorporated by reference as though fully set forth herein. 

5. Compensation 
Compensation shall be made in monthly payments 011 or before the 301h day of each month for work, 

as set forth in Section 4 of this Agreement, that the Director of the Public Health Department, in his or her 
sole discretion, concludes has been performed as oftbe 301h day of the immediately preceding month. In no 
event shall the amount of this Agreement exceed Eight Hundred Forty Thousand Dollars ($840,000). The 
breakdown of costs associated with this Agreement appears in Appendix B, "Calculation of Charges," 
attached hereto and incorporated by reference as though fully set fortl1 herein. 

No charges shall be incurred under this Agreement nor shall any payments become due to Contractor 
until reports, services, or both, required under this Agreement are received from Contractor and approved 
by The Department of Public Health as being in accordance with this Agreement. City may withhold 
payment to Contractor in any instance in which Contractor has failed or refused to satisfy any material 
obligation provided for under this Agreement. · 

In no event shall City be liable for inter.est or late charges for any late payments. 

6. Guaranteed Maximum Costs 
a. 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. 

b. 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 Contractor for, 
Commodities or Services beyond the agreed upon contract scope unless the changed. scope is authorized by 
amendment and approved as required by law. 

c. 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. 

d. 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. 

7. Payment; Invoice Format 

Invoices furnished by Contractor under this Agreement ~ust be in a form acceptable to the 
Controller, and must include a unique invoice number. All amounts paid by City to Contra,ctor shall be 
subject to audit by City. 

Payment shall be made by City to Contractor at the address specified in the section entitled ''Notices 
to the Parties." 

CMS#6375 
P-500 (11-07) 2 of25 

'. 

S/30/2008 



.' { 

8. Submitting False Claims; Monetary Penalties 
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 three times the amount of damages which the City 
sustains because of the false claim. A contractor, subcontractor or consultant who submits a false claim 
shall also be liable to the City for the costs, including attorneys' fees, of a civil action brought to recover 
any of those penalties or damages, and may be liable to the City for a civil penalty of up to $10,000 for 
each false claim. A contractor, subcontractor or consultant will be deemed t.o have submitted a false claim 
to the City if the contractor, subcontractor or consultant: (a) knowingly presents or causes to be presented 
to an officer or employee of the City a false claim or request for payment or approval; {b) 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; (c) conspires to defraud the City by getting a false claim allowed or paid by the City; (d) 
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 (e) 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. 

9. Disallowance 
If Contractor clailllS or receives payment from City for a service, reimbursement for which is later 

disallowed by the State of California or United States Government, Contractor shall promptly refund the 
disallowed amount to City upon City's request At its option, City may offset the amount disallowed from 
any payment due or to become due to Contractor under this Agreement or any other Agreement 

By executing this Agreement, Contractor certifies that Contractor is not suspended, debarred or 
otherwise excluded from participation in federal assistance programs. Contractor acknowledges that this 
certification of eligibility to receive federal funds is a material tenns of the Agreement. 

10. Taxes 
a. Payment of any taxes, including possessory interest taxes aria California sales and use taxes, 

levied upon or as a result of this ~greement, or the services delivered pursuant hereto, shall be the 
obligation of Contractor. 

b. Contractor recognizes and understands that this Agreement may create a "possessory interest" 
for property tax purposes. Generally, such a possessory interest is not created unless the Agreement 
entitles the Contractor to po,ssession, occupancy, or use of City property for private gain. If such a 
possessory interest is created, then the following shall apply: 

(1) Contractor, on behalf of itself and any permitted successors and assigns, recognizes 
and understands that Contractor, and any permitted successors and assigns, may be subject to real property 
tax assessments on the possessory interest; · 

(2) Contractor, on behalf of itself and any permitted successors and assigns, recognizes 
and understands that the creation, extension, renewal, or assignment of this Agreement may result in a 
"change in ownership" for purposes of real property taxes, and therefore may result in a revaluation of any 
possessory interest created by this· Agreement Contractor accordingly agrees on behalf of itself and its 
permitted successors and assigns to report on behalf of the City to the County Assessor the infonnation 
required by Revenue and Taxation Code section 480.5, as amended from time to time, and any successor 
provision. 

(3) Contractor, on behalf of itself and any permitted successors and assigns, recognizes 
and understands that other events also may cause a change of ownership of the possessory interest and 
result in the revaluation of the possessory interest. (see, e.g., Rev. & Tax. Code section 64, as amended 
from time to time). Contractor accordingly agrees on behalf of itself and its permitted successors and 
assigns to report any change in ownership to the County Assessor, the State Board of Equalization or other 
public agency as required by law. 
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(4) Contractor further agrees to provide such other information as may be requested by the 
City to enable the City to comply with any reporting requirements for possessory interests that are imposed 
by applicable law. 

11. Payment Does Not Imply Acceptance of Work 

The granting of any payment by City, or the receipt thereof by Contractor, shall in no way lessen the 
liability of Contractor to replace unsatisfactory work., equipment, or materials, although the unsatisfactory 
character of such work, equipment or materials may not have been apparent or detected at the time such 
payment was made. Materials, equipment. components, or workmanship that do not conform to the 
requirements of this Agreement may be rejected by City and in such case must be replaced by Contractor 
without delay. 

12. Qualified Personnel 

Work under this Agreement shall be petfonned only by competent personnel under the supervision 
of and in the employment of Contractor. Contractor will comply with City's reasonable requests regarding 
assignment of personnel, but all personnel, including those assigned at City's request, must be supervised 
by Contractor. Contractor shall commit adequate resources to complete the project within the project 
schedule specified in this Agreement. 

13. Responsibility for Eqwpment 

City shall not be responsible for any damage to persons or property as a result of the use, misuse or 
failure of any equipment used by Contractor, or by any of its employees, even though such equipment be 
furnished, rented or loaned to Contractor by City. 

14. Independent Contractor; Payment of Taxes and Other Expenses 

a. Independent Contractor 
-- ·~(.';' 

Contractor or any agent or employee of Contractor shall be deemed at all times to be an 
independent contractor and is wholly responsible for the manner in which it petforms the semces and work 
requested by City under this Agreement. Contractor or any agent or employee of Contractor shall not have 
employee status with City, nor be entitled to participate in any plans, arrangements, or distributions by City 
pertaining to or in connection with any retirement, health or other benefits that City may offer its 
employees. Contractor or any agent or employee of Contractor is liable for the acts and omissions of itself, 
its employees and its agents. Contractor shall be responsible for all obligations and payments, whether 
imposed by federal, state or local law, including, but not limited to, FICA, income tax withholdings, 
unemployment compensation, insurance, and other similar responsibilities related to Contractor's 
performing services and work., or any agent or employee of Contractor providing same. Nothing in this 
Agreement shall be construed as creating an employment or agency relationship between City and 
Contractor or any agent or employee of Contractor. 

Any te11lls in this Agreeinent referring to direction from City shall be construed as providing 
for direction as to policy and the result of Contractor's work only, and not as to the means by which such a 
result is obtained. City does not retain the right to control the means or the method by which Contractor 
petfonns work under this Agreement 

b. Payment of Taxes and Other Expenses. 

Should City, in its discretion, or a relevant taxing authority such as the Internal Revenue 
Service or the State Employment Development Division, or both, determine that Contractor is an employee 
for purposes of collection of any employment taxes, the am.ounts payable under this Agreement shall be 
reduced by amounts equal to both the employee and employer portions of the tax due (and offsetting any 
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credits for amounts already paid by Contractor which can be applied against this liability). City shall then 
forward those amounts to the relevant taxing authority. 

Should a relevant taxing authority determine a liability for past services perfonned by 
Contractor for City, upon notification of such fact by City, Contractor shall promptly remit such amoWlt 
due or arrange with City to have the amount due withheld from future payments to Contractor under this 
Agreement (again, offsetting any amounts already paid by Contractor which can be applied as a credit 
against such liability). 

A determination of employment status pursuant to the preceding two paragraphs shall be 
solely for the purposes of the particular tax in question, and for all other pwposes of this Agreement, 
Contractor shall not be considered an employee of City. Notwithstanding the foregoing, should any court, 
arbitrator, or administrative authority detennine that Contractor is an employee for any other purpose, then 
Contractor agrees to a reduction in City's financial liability so that City's total expenses under this 
Agreement are not greater than they would have been had the court, arbitrator, or administrative authority 
determined that Contractor was not an employee. 

15. Insurance 
a. Without in any way limiting Contractor's liability pursuant to the "Indemnification" section 

of this Agreement, Contractor must maintain in force, during the full term of the A,greement, insurance in 
the following amounts and coverages: 

\ 
(1) Workers' Compensation, in statutory amounts, with Employers·· Liability Limits not 

less than $1,000,000 each accident, injury, or illness; and 

(2) Commercial General Liability Insurance with limits not less than $1,000,000 each 
occwrence Combined Single Limit for Bodily Injury and Property Damage, including Contractual 
Liability, Personal Injury, Products and Completed Operations; and 

(3) Commercial Automobile. Liability Insurance with limits not less than $1,000,000 each 
occurrence Combined Single Liinit for Bodily Injury and Property Damage, including Owned, Non-Owned 
and Hired auto coverage, as applicable. 

(4) Professional liability insurance with limits not less than $1,000,000 each claim with 
respect to negligent acts, errors or omissions in connection with professional services to be provided under 
this Agreement. 

b. Commercial General Liability and Commercial Automobile Liability Insurance policies must 
provide the following: 

(1) Name as Additional Insured the City and County of San Francisco, its Officers, 
Agents, and Emp.loyees for General Liability only. 

(2) That such policies are primary insurance .to any other insurance available to the 
Additional Insureds, with respect to any claims arising out of this Agreement, and that insurance applies 
separately to each insured against whom claim is made or suit is brought. 

c. All policies shall provide thirty (30) days' advance written notice to City of reduction or 
nonrenewaJ of coverages .or cancellation of coverages for any reason. Notices shall be sent to the following 
address: 
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d. Should the required General Liability insurance be provided under a claims-made fonn, 
Contractor shall maintain such coverage continuously throughout the term of this Agreement and, without 
lapse, for a period of three years beyond the expiration of this Agreement, to the effect that, should 
occurrences during the contract term give rise to claims made after expiration of the Agreement, such 
claims shall be covered by such claims-made policies. 

e. Should any of the required insurance be provided Wlder a form of coverage that includes a 
general annual aggregate limit or provides that claims investigation or legal defense costs be included in 
such general annual aggregate limit, such general annual aggregate limit shall be double the occurrence or 
claims limits specified above. 

f. Should any required insurance lapse during the tenn 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. If insurance is not reinstated., the 
City may, at its sole option, terminate this Agreement effective on the date of such lapse of insurance. 

g. Before commencing any operations under this Agreement, Contractor shall furnish to City 
certificates· of insurance and additional insured policy endorsements with insurers with ratings comparable 
to A-, VIII or higher, and that are satisfactory to City, in form evidencing all coverages set forth above. 
Failure to maintain insurance shall constitute a material breach of this Agreement. 

h. Approval of the insurance by City shalt not relieve or decrease the liability of Contractor 
hereunder. 

16. Indentnification 
Contractor 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 Contractor or loss of or damage to property, 
arising directly or indirectly from Contractor's performance of this Agreement, including, but not limited 
to, Contractor's use of facilities or equipment provided by City or others, regardless of the negligence of, 
and regardless of whether liability without fault is imposed or sought to be imposed on City, except to the 
extent that such indemnity is void or otherwise unenforceable under app]jcable law in effect on or validly 
retroactive to the date of this Agreement, and except where such loss, damage, injury, liability or claim is 
the result of the active negligence or willful misconduct of City and is not contributed to by any act of, or 
by any omission to perform some duty imposed by law or agreement on Contractor, its subcontractors or 
either's agent or employee. The foregoing indemnity shall include, without limitation, reasonable fees of 
attorneys, consultants and experts and related costs and City's costs of investigating any claiins against the 
City. 

In addition to Contractor's obligation to indemnify City, Contractor 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 Contractor by City and 
continues at all times thereafter. 

Contractor 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 o.r 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 
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17. Incidental and Consequential Damages 
Contractor shall be responsible for incidental and consequential damages resulting in whole or in 

part from Contractor's acts or omissions. Nothing in this Agreement shall constitute a waiver or limitation 
of any rights that City may have under applicable law. 

18. Liability of City 
CITY'S PAYMENT OBLIGATIONS UNDER THIS AGREEMENT SHALL BE LIMITED TO 

THE. PAYMENT OF THE COMPENSATION PROVIDED FOR IN SECTION 5 OF THIS 
AGREEMENT. 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 JNCIDENTAL 
DAMAGES, INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, ARISING OUT OF OR IN 
CONNECTION WITH THIS AGREEMENT OR THE SERVICES PERFORMED IN CONNECTION 
WITH THIS AGREEMENT. 

19. Left blank by agreement of the parties. (Liquidated damages) 

20. Default; Remedies 

a. Each of the following shall constitute an event of default ("Event of Default") under this 
Agreement: 

(1) Contractor fails or refuses to perform or observe any term, covenant or condition 
contained in any of the following Sections ofthis Agreement: 8, 10, 15, 24, 30, 37, 53, 55, 57, 58, and item 
1 of Appendix D attached to this Agreement. 

(2) Contractor fails or refuses to perform or observe any other term, covenant or condition 
contained in this Agreement, and such default continues for a period of ten days after written notice thereof 
from City to Contractor. 

{3) Contractor (a) is generally not paying its debts as they become due, (b) files, or 
consents by answer or otherwise to the filing · against it of, a petition for relief or reorganization or 
arrangement or any other petition in bankruptcy or for liquidation or to take advantage of any bankruptcy, 
insolvency or other debtors' relief law of any jurisdiction, (c) makes an assignment for the benefit of its 
creditors, ( d) consents to the appointment of a custodian, receiver, trustee or other officer with similar 
powers of Contractor or of any substantial part of Contractor's property or ( e) takes action for the purpose 
of any of the foregoing. 

(4) A court or government authority enters an order (a) appointing a custodian, receiver, 
trustee or other officer with similar powers with respect to Contractor or with respect to any substantial part 
of Contractor's property, (b) constituting an order for relief or approving a petition for relief or 
reorganization or arrangement or any other petition in bankruptcy or for liquidation or to take advantage of 
any bankruptcy, insolvency or other debtors' relief law of any jurisdiction or (c) ordering the dissolution, 
winding-up or liquidation of Contractor. 

b. On and after any Event of Default, City shall have the right to exercise its legal and equitable 
remedies, including, without limitation, the right to terminate this Agreement or to seek specific 
perfonnance of all or any part of this Agreement. In addition, City shall have the right (but no obligation) 
to cure (or cause to be cured) on behalf of Contractor any Event of Default; Contractor shall pay to City on 
demand all costs and expenses incurred by City in effecting such cure, with interest thereon from the date 
of incurrence at the maximum rate then permitted by law. City shall have the right to offset from any 
amounts due to Contractor under this Agreement or any other agreement between City and Contractor all 
damages, losses, costs or expenses incurred by City as a result of such Event of Default and any liquidated 
damages due from Contractor pursuant to the terms of this Agreement or any other agreement. 
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c. All remedies provided for in this Agreement may be exercised individually or in combination 
with any other remedy available hereunder or under applicable laws, rules and regulations. The exercise of 
any remedy shall not preclude or in any way be deemed to waive any other remedy. 

21. Termination for Convenience 
a. City shall have the option, in its sole discretion, to terminate this Agreement, at any time 

during the term hereof, for convenience and without cause. City shall exercise this option by giving 
Contractor written notice of termination. The notice shall specify the date on which termination shall 
become effective. 

b. Upon receipt of the notice, Contractor shall commence and perform, with diligence, all 
actions necessary on the part of Contractor to effect the termination of this Agreement on the date specified 
by City and to minimize the liability of Contractor and City to third parties as a result of termination. Al.I 
such actions shall be subject to the prior approval of City. Such actions shall include, without limitation: 

(1) Halting the perfonnance of all services and other work under this Agreement on the 
date(s) and in_the manner specified by City. 

(2) Not placing any further orders or subcontracts for materials, services, equipment or 
other items. 

(3) Terminating all existing orders and subcontracts. 

(4) At City's direction, assigning to City any or all of Contractor's right, title, and interest 
under the orders and subcontracts terminated. Upon such assignment, City shall have the right, in its sole 
discretion. to settle or pay a:ny or all claims arising out of the tennination of such orders and subcontracts. 

(5) Subject to City's approval, settling all outstanding liabilities and all claims arising out 
of the termination of orders and-subcontracts. 

( 6) Completing performance of any services or work that City designates to be completed 
prior to the date of termination specified by City. 

(7) Taking such action as may be necessary, or as the City may direct, for the protection 
and preservation of any property related to this Agreement which is in the possession of Contractor and in 
which City has or may acquire an interest. 

c. Within 30 days after the specified ·termination date, Contractor shall submit to City an 
invoice, which shall set forth each of the following as a separate line item: 

(1) The reasonable cost to Contractor, without profit, for all services and other work City 
directed Contractor to perform prior to the specified termination date, for which services or work City has 
not already tendered payment. Reasonable costs may include a reasonable allowance for actual overhead, 
not to exceed.a total of 10% of Contractor's direct costs for services or other work. Any overhead 
allowance shall be separately itemized. Contractor may also recover the reasonable cost of preparing the 
invoice. 

(2) A reasonable allowance for profit on the cost of the services and other work descnbed 
in the immediately preceding subsection (1), provided that Contractor can establish, to the satisfaction of 
City, that Contractor would have made a profit had all services and other work under this Agreement been 
completed, and provided further, that the profit allowed shall in no event exceed 5% of such cost. 
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(3) The reasonable cost to Contractor of handling material or equipment returned to the 
vendor, delivered to the City or otherwise disposed of as directed by the City, 

( 4) A deduction for the cost of materials to be retained by Contractor, amounts realized 
from the sale of materials and not otherwise recovered by or credited to City, and any other appropriate 
credits to City against the cost of the services or other work. 

d. In no event shall City be liable for costs incurred by Contractor or any of its subcontractors 
after the termination date specified by City, except for those costs specifically enumerated and described in 
the immediately preceding subsection (c). Such non-recoverable costs include, but are not limited to, 
anticipated profits on this Agreement, post-termination employee salaries, post-termination administrative 
expenses, post-termination overhead or unabsorbed overhead, attorneys' fees or other costs relating to the 
prosecution of a claim or lawsuit, prejudgment interest, or any other expense which is not reasonable or 
authorized under such subsection (c). 

e. In arriving at the amount due to Contractor under this Section, City may deduct: (1) all 
payments previously made by City for work or other services covered by Contractor's final invoice; 
(2) any claim which City may have against Contractor in connection with this Agreement; (3) any invoiced 
costs or expenses excluded pursuant to the immediately preceding subsection (d); and (4) in instances in 
which, in the opinion of the City, the cost of any service or other work performed under this Agreement is 
excessively high due to costs incurred to remedy or replace defective or rejected services or other work, the 
difference between the invoiced amount and City's estimate of the reasonable cost of performing the 
invoiced services or other work in compliance with the requirements of this Agreement. 

· f. City's payment obligation under this Section shall survive termination of this Agreement. 

22. Rights and Duties upon Termination or Expiration 

a. This Section and the following Sections of this Agreement shall survive termination or 
expiration of this Agreement: 8 through 11, 13 through 18, 24, 26, 27, 28, 48 through 52, 56, 57 and item 1 
of Appendix D attached to this Agreement 

b. Subject to ~e immediately preceding subsection (a), upon termination of this Agreement 
prior to expiration of the term specified in Section 2, this Agreement shall terminate and be of no further 
force or effect. Contractor shall transfer title to City, and deliver in. the manner, at the times, and to the 
extent, if any, directed by City, any work in progress, completed work, supplies, equipment, and other 
materials produced as a part of, or acquired in connection with the performance of this Agreement, and any 
completed or partially completed work which, if this Agreement had been completed, would have been 
required to be furnished to City. This subsection shall survive term.ination of this Agreement 

23. Conflict of Interest 
Through its execution of this Agreement, Contractor acknowledges that it is familiar with the 

provision of Section 15.103 of the City's Charter, Article III, Chapter 2 of City's Campaign and 
Governmental Conduct Code, and Section. 87100 et seq, and Section 1090 et seq. of the Government Code 
of the State of California, and certifies that it does not know of any facts which constitutes a violation of 
said provisions and agrees that it will immediateJy notify the City if it becomes aware of any such fact 
during the tenn of this Agreement 

24. Proprietary or Confidential Information of City 

a. Contractor understands and agrees that, in the performance of the work or services under this 
Agreement or in contemplation thereof, Contractor may have access to private or confidential information 
which may be owned or controlled by City and that such information may contain proprietary or 
confidential details, the disclosure of which to third parties may be damaging to City. Contractor agrees 
that all infonnation disclosed by City to Contractor shall be held in confidence and used only in 
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performance of the Agreement Contractor shall exercise the same standard of care to protect such 
infonnation as a reasonably prudent contractor would use to protect its own proprietary data 

b. Contractor shall maintain the usual and customary records for persons receiving Services 
under this Agreement Contractor agrees that all private or confidential information concerning persons 
receiving Services under this Agreement, whether disclosed by the City or by the individuals themselves, 
shall be held in the strictest confidence, shall be used only in perfonnance of this Agreement, and shall be 
disclosed to third parties only as authorized by law. Contractor understands and agrees that this duty of care 
shall extend to confidential information contained or conveyed in any form, including but not limited to 
documents, files, patient or client records, facsimiles, recordings, telephone calls, ·telephone answering 
machines, voice mail or other telephone voice recording systems, computer files, e-mail or other computer 
network communications, and computer backup files, including disks and hard copies. The City reserves 
the right to terminate this Agreement for default if Contractor violates the terms of this section. 

c. Contractor shall maintain its books and records in accordance with the generally accepted 
standards for such books and records for five years after the end of the fiscal year in which Services are 
furnished under this Agreement. Such access shall include making the books, documents and records 
available for inspection, examination or copying by the City, the California Department of Health Services 
or the U.S. Department of Health and Human Services and the Attorney General of the United States at all 
reasonable times at the Contractor's place of business or at such other mutually agreeable location in 
California. This provision shall also apply to any subcontract under this Agreement and to any contract 
between a subcontractor and related organizations of the subcontractor, and to their books, documents and 
records. The City acknowledges its duties and responsibilities regarding such records under such statutes 
and regulations. 

d. The City owns all records of persons receiving Services and all fiscal records funded by this 
Agreement if Contractor goes out of business. Contractor shall immediately transfer possession of all these 
records if Contractor goes out of business. If this Agreement is tenninated by either party, or expires, 
records shall be submitted to the City upon request 

e. All of the reports, information, and other materials prepared or assembled by Contractor 
Wlder this Agreement shall be submitted to the Department of Public Health Contract Administrator and 
shall not be divulged by Contractor to any other person or entity without the prior written permission of the 
Contract Administrator listed in Appendix A. 

25. Notices to the Parties 

Unless otherwise indicated elsewhere in this Agreement, all written communications sent by the 
parties may be by U.S. mail, e·mail or by fax, and shall be addressed as follows: 

To CITY: 

And: 

Office of Contract Management and Compliance 
Department of Public Health 
13 80 Howard Street, Room 442 FAX: 
San Francisco, California 94103 e-mail: 

Sharon Kotabe, PbarmD 

(415) 554·2555 
Yvonne.Eckhoff@sfdph.org 

F.Ax:: (415)206--2377 

•• > I 

Hospital Associate Administrator, 
Pharmaceutical Services e-mail: Sharon Kotabe/DPH/SFGOV 
2789 25th Street, Room 2010 

San Francisco, CA 94110 

To CONTRACTOR: Medlmpact Healthcare Systems, Inc. 

And: 
CMS#6375 
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10680 Treena St 51h Fl. F.Ax:: 
San Diego, CA 92131 
Attention: Fred Howe 

Nancy Radtke, Associate General Counsel 
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Any notice of default must be sent by registered mail. 

26. Ownership of ~esult.s 

Any interest of Contractor or its Subcontractors, in drawings, plans, specifications, blueprints, 
. studies, reports, memoranda, computation sheets, computer files and media or other documents prepared by 
Contractor or its subcontractors in connection with services to be performed under this Agreement, shall 
become the property of and will be transmitted to City. However, Contractor may retain and use copies for 
reference and as documentation of its experience and capabilities. 

27. Works for Hire 

If, in connection with services performed under this Agreement, Contractor or its subcontractors 
create artWork, copy, posters, billboards, photographs, videotapes, audiotapes, systems designs, software, 
reports, diagrams, surveys, blueprints, source codes or any other original works of authorship, such works 
of authorship shall be works for hire as defined under Title 17 of the United States Code, and all copyrights 
in such works are the property of the City. If it is ever determined that any works created by Contractor or 
its subcontractors under this Agreement are not works for hire under U.S. law, Contractor hereby assigns 
all copyrights to such works to the City, and agrees to provide any material and execute any documents 
necessary to effectuate such assignment. With the approval of the City, Contractor may retain and use 
copies of such works for reference and as docwnentation of its experience and capabilities. 

28. Audit and Inspection of Records 

a. Contractor agrees to maintain and make available to the City, during regular business hours, 
accurate books and accounting records relating to its work under this Agreement Contractor will permit 
City to audit, examine and make excerpts and transcripts from such books and records, and to make audits 
of all invoices, materials, payrolls, records or personnel and other data related to all other matters covered 
by this Agreement, whether funded in whole or in part under this Agreement. Contractor shall maintain 
such data and records in an accessible location and condition for a period of not less than five years after 
final payment under this Agreement or until after final audit has been resolved, whichever is later. The 
State of California or any federal agency having an interest in the subject matter of this Agreement shall 
have the same rights conferred upon City by this Section. 

b. Coil.tractor shall annually have its books of accounts audited by a Certified Public Accountant 
and a copy of said audit report and the associated management letter(s) shall be transmitted to the Director 
of Public Health or his /her designee within one hundred eighty (180) calendar days following Contractor's 
fiscal year end date. If Contractor expends $500,000 or more in Federal funding per year, from any and all 
Federal awards, said audit shall be conducted in accordance with OMB Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations. Said requirements can be found at the following 
website address: http://www.whitehouse.gov/omb/circulars/al 33/al33 .html. If Contractor expends less 
than $500,000 a year in Federal awards, Contractor is exempt from the single audit requirements for that 
year, but records must be available for review or audit by appropriate officials of the Federal Agency, pass
through entity and General Accounting Office. Contractor agrees to reimburse the City any cost 
adjustments necessitated by this audit report. Any audit report which addresses all or part of the period 
covered by this Agreement shall treat the service components identified in the detailed descriptions 
attached to Appendix A and referred to in the Program Budgets of Appendix B as discrete program entities 
of the Contractor. 

c. The Director of Public Health or his I her designee may approve of a waiver of the 
aforementioned audit requirement if the contractual Services are of a consulting or personal services nature, 
these Services are paid for through fee for service terms which limit the City's risk with such contracts, and 
it is determined that the work associated with the audit Would produce undue burdens or costs and would 
provide minimal benefits. A written request for a waiver must be submitted to the DIRECTOR ninety (90) 
calendar days before the end of the Agreement term or Contractor's fiscal year, whichever comes first. 
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d. Any financial adjustments necessitated by this audit report shall be ma.de by Contractor to the 
City. If Contractor is under contract to the City, the adjustment may be made in the next subsequent billing 
by Contractor to the City, or may be made by another written schedule determined solely by the City. In the 
event Contractor is not under contract to the City, written arrangements shall be made for audit 
adjustments. 

29. Subcontracting 

Contractor is prohibited from subcontracting this Agreement or any part of it unless such 
subcontracting is first approved by City in writing. Neither party shall, on the basis of this Agreement, 
contract on behalf of or in the name of the other party. An agreement made in violation of this provision 
shall confer no rights on any party and shall be null and void. 

3Q. Assignment 

The services to be performed by Contractor are personal in character and neither this Agreement nor 
any duti.es or obligations hereunder may be assigned or delegated by the Contractor unless first approved 
by City by written instrument executed and approved in the same manner as this Agreement. 

31. Non-Waiver of Rights 

The omission by either party at any time to enforce any default or right reserved to it, or to require 
perfonnance of any of the terms, covenants, or provisions hereof by the other party at the time designated, 
shall not be a waiver of any such default or right to which the party is entitled, nor shall it in any way affect 
the right of the party to enforce such provisions thereafter. 

32. Earned Income Credit (EiC) Forms 

Administrative Code section 120 requires that employers provide their employees with IRS Form 
W-5 (The Earned Income Credit Advance Payment Certificate) and the IRS EiC Schedule, as set forth 
below. Employers can locate these fonns at the IRS Office, on the Internet, or anywhere that Federal Tax 
Forms can be found. 

a. ContractOr shall provide EIC Fonns to each Eligible Employee at each of the following times: 
(i) within thirty days following the date on which this Agreement becomes effective (unless Contractor has 
already provided such EiC Forms at least once during the calendar year in which such effective date falls); 
(ii) promptly after any Eligible Employee is hired by Contractor; and (iii) annually between January 1 and 
January 31 of each calendar year during the term of this Agreement, 

b. Failure to comply with any requirement contained in subparagraph (a) of this Section shall 
constitute a material breach by Contractor of the terms of this Agreement. If, within thirty days after 
Contractor receives written notice of such a breach, Contractor fails to cure such breach or, if such breach 
cannot reasonably be cured within such period of thirty days, Contractor fails to commence efforts to cure 
within such period or thereafter fails to diligently pursue such cure to completion, the City may pursue any 
rights or remedies available under this Agreement or under applicable law. 

c. Any Subcontract entered into by Contractor shall require the subcontractor to comply, as to 
the subcontractor's Eligible Employees, with each of the terms of this section. 

d. Capitalized terms used in this Section and not defined in this Agreement shall have the 
meanings assigned to such terms in Section 120 of the San Francisco Administrative Code. · 

33. Local Business Enterprise Utilization; Liquidated Damages 

a. The LBE Ordinance 

Contractor, shall comply with all the requirements of the Local Business Enierprise and Non
Discrimination in Contntcting Ordinance set forth in Chapter 14B of the San Francisco Administrative 
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Code as it now exists or as it may be amended in the future (collectively the .. LBE Ordinance"), provided 
such amendments do not materially increase Contractor's obligations or liabilities, or materially diminish 
Contractor's rights, under this Agreement. Such provisions of the I.BE Ordinance are incinporated by 
reference and made a part of this Agreement as though fully set forth in this section. Contractor's willful 
failure to comply with any applicable provisionscoftbe LBE Ordinance is a material breach of Contractor's 
9bligations under this Agreement and shall entitle City, subject to any applicable notice and cure provisions 
set forth in this Agreement, to exercise any of the remedies provided for under this Agreement, under the 
LBE Ordinance or otherwise available at Jaw or in equity, which remedies shall be cumulative unless this 
Agreement expressly provides that any remedy is exclusive. In addition, Contractor shall comply fully 
with all other applicable local, state and federal laws prohibiting discrimination and requiring equal 
opportunity in contracting, including subcontracting. 

b. Compliance and Enforcement 

If Contractor willfully fails to comply with any of the prov1s10ns of the LBE 
Ordinance, the rules and regulations implementing the LBE Ordinance, or the provisions of this Agreement 
pertaining to LBE participation, Contractor shall be liable for liquidated damages in an amount equal to 
Contractor's net profit on this Agreement, or 10% of the total amount of this Agreement, or $1,000, 
whichever is greatest. The Director of the City's Human Rights Commission or any other public official 
authorized to enforce the I.BE Ordinance (separately and collectively, the "Director of HRC") may also 
impose other sanctions against Contractor authorized in the LBE Ordinance, including declaring the 
Contractor to be irresponsible and ineligible to contract with the City for a period of up to five years or 
revocation of the Contractor's LBE certification. The Director of HRC will determine the sanctions to be 
imposed, including the amount of liquidated damages, after investigation pursuant to Administrative Code 
§14B.17. 

By entering into this Agreement, Contractor acknowledges and agrees that any 
liquidated damages assessed by the Director of the HRC shall be payable to City upon demand. Contractor 
further acknowledges and agrees that any liquidated damages assessed may be withheld from any monies 
due to Contractor on any contract with City. 

Contractor agrees to maintain records necessary for monitoring its compliance with the 
LBE Ordinance for a period of three years following termination or expiration of this Agreement, and shall 
make such records available for audit and inspection by the Director of HRC or the Controller upon 
request. 

34. Nondiscrimination; Penalties 

a. Contractor Shall Not Discrb:ninate 

In the petforrnance of this Agreement, Contractor agrees not to discriminate against any 
employee, City and County employee working with such contractor or subcontractor, applicant for 
employment with such contractor or subcontractor, or against any person seeking accommodations, 
advantages, facilities, privileges, services, or membership in all business, social, or other establishments or 
organizations, on the basis of the fact or perception of a person's race, color, creed, religion, national 
origin, ancestry, age, height, weight, sex, sexual orientation, gender identity, domestic partner status, 
marital status, disability or Acquired ~une Deficiency Syndrome or HIV status (AIDS/HIV status), or 
association with members of such protected classes, or in retaliation for opposition to discrimination 
against such classes. 

b. Subcontracts 

Contractor shall incorporate by reference in all subcontracts the provisions of §§12B.2(a), 
12B.2(cHk), and 12C.3 of the San Francisco Administrative Code (copies of which are available from 
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Purchasing) and shall require all subcontractors to comply with such provisiOns. Contractor's failure to 
comply with. the obligations in this subsection shall constitute a material breach of this Agreement 

c. Nondiscrimination in Benefits 

Contractor 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 
bereavement leave, family medical leave, health benefits, membership or membership discounts, moving 
expenses, pension and retirement benefits or travel benefits, as well as any benefits other than the benefits 
specified above, between employees with domestic partners and employees with spouses, and/or between 
the domestic partners and spouses of such employees, where the domestic partnership has been registered 
with a govemmental entity pursuant to state or local law authorizing such registration, subject to the 
conditions set forth in § l 2B .2(b) of the San Francisco Administrative Code. 

d. Condition to Contract 

As a condition to this Agreement, Contractor shall execute the "Chapter 12B Declaration: 
Nondiscrimination in Contracts and BenefitS" fonn (form HRC-l 2B-l 01) with supporting documentation 
and secure the approval of the form by the San Francisco Human Rights Commission. 

e. Incorporation of Administrative Code Provisions by Reference 

The provisions of Chapters 12B and 12C of the San Francisco Administrative Code are 
incorporated in this Section by reference and made a part of this Agreement as though fully set forth herein. 
Contractor shall comply fully with and be bound by all of the provisions that apply to this Agreement under 
such Chapters, including but not limited to the remedies provided in such Chapters. Without limiting the 
foregoing, Contractor understands that pursuant to §§12B.2(h) and 12C.3(g) of the San Francisco 
Administrative Code, a penalty of $50 for each person for each calendar day during which such person was 
discriminated against in violation of the provisions of this Agreement may be assessed against Contractor 
and/or deducted from any payments due Contractor. 

35. MacBride Principles-Northern Ireland 

Pursuant to San Francisco Administrative Code § 12F.5, the City and County of San Francisco urges 
companies doing business in Northern Ireland to move towards resolving employment inequities, and 
encourages such companies to abide by the MacBride Principles. The City and County of San Francisco 
urges San Francisco companies to do business with corporations that abide by the MacBride Principles. By 
signing below, the person executing this agreement on behalf of Contractor acknowledges and agrees that 
he or she has read and understood this section. · 

36. Tropical Hardwood and Virgin Redwood Ban 

Pursuant to § 804(b) of the San Francisco Environment Code, the City and County of San Francisco 
urges contractors not to import, purchase, obtain, or use for any purpose, any tropical hardwood, tropical 
hardwood wood product, virgin redwood or virgin redwood wood product 

37. Drug-Free Workplace Policy 

Contractor acknowledges that pursuant to the Federal Drug-Free Workplace Act of 1989, the 
unlawful manufacture, distribution, dispensation, possession, or use of a controlled substance is prohibited 
on City premises. Contractor agrees that any violation of this prohibition by Contractor, its employees, 
agents or assigns will be deemed a material breach of this Agreement. 
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38. Resource Conservation 
Chapter 5 of the San Francisco Environment Code ("Resource Conservation") is incorporated herein 

by reference. Failure by Contractor to comply with any of the applicable requirements of Chapter 5 will be 
deemed a material breach of contract 

39. · Compliance with Americans· with Disabilities Act 
Contractor acknowledges that, pursuant to the Americans with Disabilities Act (ADA), programs, 

services and other activities provided by a public entity to the public, whether directly or through a 
contractor, must be accessible to the disabled public. Contractor shall provide the services specified in this 
Agreement in a manner that complies with the ADA and any and all other applicable federal, state and local 
disability rights legislation. Contractor agrees not to discriminate against disabled persons in the provision 
of services, benefits or activities provided under this Agreement and further agrees that any violation of this 
prohibition on the pait of Contractor, its employees, agents or assigns will constitute a material breach of 
this Agreement. · 

40. Sunshine Ordinance 
In accordance with San Francisco Administrative Code §67.24(e), contracts, contractors' bid!l, 

responses to solicitations and all other records of communications between City and persons or firms 
seeking contracts, shall be open to inspection immediately after a contract has been awarded. Nothing in 
this provision requires the disclosure of a private.person or organization's net worth or other proprietary 
financial data submitted for qualification for a contract or other benefit until .and unless that person or 
organization is awarded the contract or benefit. Information provided which is covered by this paragraph 
will be made available to the public upon request. 

41. Public Access to Meetings and Records 
If the Contractor receives a cumulative total per year of at least $250,000 in City funds or City

administered funds and is a non-profit organization as defined in Chapter 12L of the San Francisco 
Administrative Code, Contractor shall comply with and be bound by all the applicable provisions of that 
Chapter. By executing this Agreement, the Contractor agrees to open its meetings and records to the public 
in the manner set forth in §§ 12L.4 and 12L.5 of the Administrative Code. Contractor further agrees to 
make-good faith efforts to promote community membership on its Board of Directors in the manner set 
forth in § 12L.6 of the Administrative Code. The Contractor acknowledges that its material failure to 
comply with any of the provisions of this paragraph shall constitute a material breach of this Agreement 
The Contractor further acknowledges that such material breach of the Agreement shall be grounds for the 
City to terminate and/or not renew the Agreement, partially or in its entirety. 

42. Limitations on Contributions 

Through execution of this Agreement, Contractor acknowledges that it is familiar with section 1.126 
of the City's Campaign and Governmental Conduct Code, which prombits any person who contracts with 
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, or for a grant, loan or loan guarantee, from making any campaign 
contnbution to (1) an individual holding a City elective office if the contract must be approved by the 
individual, a board on which that individual serves, or a board on which an appointee of that individual 
serves, (2) a candidate for the office held by such individual, or (3) a committee controlled by such 
individual, at any time from the commencement of negotiations for the contract until the later of either the 
termination of negotiations for such contract or six months after the date the contract is approved. 
Contractor acknowledges that the foregoing restriction applies only if the contract or a combination or 
series of contracts approved by the same individual or board in a fiscal year have a total anticipated or 
actual value of $50,000 or more. Contractor further acknowledges that the prohibition on contributions 
applies to each prospective party to the contract; each member of Contractor's board of directors; 
Contractor's chairperson. chief executive officer, chief financial officer and chief operating officer; any 
person with an ownership interest of more than 20 percent in Contractor; any subcontractor listed in the bid 
or contract; and any committee that is sponsored or controlled by Contractor. Additionally, Contractor 
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acknowledges that Contractor must inform each of the persons descnbed in the preceding sentence of the 
prohibitions contained in Section l.126. · 

43. Requiring Minimum Compensation for Covered Employees 

a. Contractor agrees to comply fully with and be bound by all of the provisions of the Minimum 
Compensation Ordinance (MCO), as set forth in San Francisco Administrative Code Chapter 12P (Chapter 
12P), including the remedies provided, and implementing guidelines and rules. The provisions of Chapter 
12P are incorporated herein by reference and made a part of this Agreement as though fully set forth. The 
text of the MCO is available on the web at www.sfgov.org/ol.se/mco. A partial listing of some of 
ContractOr's obligations under the MCO is set forth in this Section. Contractor is required to comply with 
all the provisions of the MCO, irrespective of the listing ofobligations in this Section. 

b. The MCO requires Contractor to pay Contractor's employees a minimum hourly gross 
compensation wage rate and to provide minimum compensated and uncoinpensated time off. The 
minimum wage rate may change from year to year and Contractor is obligated to keep informed of the 
then-current requirements. Any subcontract entered into by Contractor shall require the subcontractor to 
comply with the requirements of the MCO and shall contain contractual obligations substantially the same 
as those set forth in this Section. It is Contractor's obligation to ensure that any subcontractors of any tier 
under this Agreement comply with the requirements of the MCO. If any subcontractor under this 
Agreement fails to comply, City may pursue any of the remedies set forth in this Section against 
Contractor. 

c. Contractor shaJI not take adverse. action or otherwise discriminate against an employee or 
other person for the exercise or attempted exercise of rights ·under the MCO. Such actions, if taken within 
90 days of the exercise or attempted exercise of such rights, will be rebuttably presumed to be retaliation 
prohibited by the MCO. 

d. Contractor shall maintain employee and payroll records as required by the MCO. If 
Contractor fails to do so, it shall be presumed that the Contractor paid no more than the minimum wage 
required under State law. 

e. The City is authorized to inspect Contractor's job sites and conduct interviews with 
employees and conduct audits of Contractor 

f. Contractor's commitment to provide the Minimum Compensation is a material element of the 
City's consideration for this Agreement The City in its sole discretion shall determine whether such a 
breach has occurred. ·The City and the public will suffer actual damage that will be impractical or 
extremely difficult to determine if the Contractor fails to comply with these requirements. Contractor 
agrees that the sums set forth in Section 12P .6.1 of the MCO as liquidated damages are not a penalty, but 
are reasonable estimates of the loss that the City and the public will incur for Contractor's noncompliance. 
The procedures governing the assessment of liquidated damages shall be those set forth in Section 12P.6.2 
of Chapter .12P. 

g. Contractor understands and agrees that if it fails to comply with the requirements of the 
MCO, the City shall have the right to pursue any rights or remedies available under Chapter 12P (including 
liquidated damages), under the terms of the contract, and under applicable law. If, within 30 days after 
receiving written notice ofa breach of this Agreement for violating the MCO, Contractor fails to cure such 
breach or, if such breach cannot reasonably be cured within such period of 30 days, Contractor fails to 
commence efforts to cure within such period, or thereafter fails diligently to pursue such cure to 
completion, the City shall have the right to pursue any rights or remedies available under applicable law, 
including those set forth in Section 12P.6(c) of Chapter l2P. Each of these remedies shall be exercisable 
individually or in combination with any other rights or remedies available to the City. 
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h. Contractor represents and warrants that it is not an entity that was set up, or is being used, for 
the purpose of evading the intent of the MCO. 

i. If Contractor is exempt from the MCO when this Agreement is executed because the 
cumulative amount of agreements with this department for the fiscal year is less than $25,000, but 
Contractor later enters into an agreement or agreements that cause contractor to exceed that amount in a 
fiscal year, Contractor shall thereafter be required to comply with the MCO under this Agreement. This 
obligation arises on the effective date of the agreement that callSes the cumulative amount of agreements 
between the Contractor and this department to exceed $25,000 in the fiscal year. 

44. Requiring Health Benefits for Covered Employees 

Contractor agrees to comply fully with and be bound by all of the provisions of the Health Care 
Accountability Ordinance (HCAO), as set forth in San Francisco Administrative Code Chapter 12Q, 
including the remedies provided, and implementing regu]ations, as the same may be amended from time to 
time. The provisions of Chapter 12Q are incorporated by reference and made a part of this Agreement as 
though fully set forth herein. The text of the HCAO is available on the web at www.sfgov.org/olse. 
Capitalized tenns used in this Section and not defmed in this Agreement shall have the meanings assigned 
to such terms in Chapter 12Q. 

a. For each Covered Employee, Contractor shall provide the appropriate health benefit set forth 
in Section 12Q.3 of the HCAO. If Contractor chooses to offer the health plan option, such health plan shall 
meet the minimum standards set forth by the San Francisco Health Commission.. 

b. Notwithstanding the above, if the Contractor is a small business as defined in 
Section 12Q.3(e) of the HCAO, it shall have no obligation to comply with part (a) above. 

c. Contractor's failure to comply with the HCAO shall constitute a material breach of this 
agreement. City shall notify Contractor if such a breach has occurred. If, within 30 days after receiving 
City's written notice of a breach of this Agreement for violating the HCAO, Contractor fails to cure such 
breach or, if such breach canno~ reasonably be cured within such period of 30 days, Contractor fails to 
commence efforts to cure withib: such period, or thereafter fails diligently to pursue such cure to 
completion, City shall have the right to pursue the remedies set forth in 12Q.5.l and 12Q.5(f)(l-6). Each of 
these remedies shall be exercisable individually or in combination with any other rights or remedies 
available to City. 

d. Any Subcontract entered into by Contractor shall require the Subcontractor to comply with 
the requirements of the HCAO and shall contain contractual obligations substantially the same·a.~ those set 
forth in this Section. Contractor shall notify City's Office of Contract Administration when it enters into 
such a Subcontract and shall certify to the Office of Contract Administration that it has notified the 
Subcontractor of the obligations under the HCAO and has imposed the requirements of the HCAO on 
Subcontractor through the Subcontract. Each Contractor shall be responsible for its Subcontractors' 
compliance with this Chapter. If a Subcontractor fails to comply, the City may pursue the remedies set fortb 
in this Section against Contractor based on the Subcontractor's failure to comply, provided that City has 
first provided Contractor with notice and an opportunity to obtain a cure of the violation. 

e. Contractor shall not discharge, reduce in compensation, or otherwise discriminate against any 
employee for notifying City with regard to Contractor's noncompliance or anticipated noncompliance with 
the requirements of the HCAO, for opposing any practice proscribed by the HCAO, for participating in 
proceedings related to the HCAO, or for seeking to assert or enforce any rights under the HCAO by any 
lawful means. 

f. Contractor represents and warrants that it is not an entity that was set up, or is being used, for 
the purpose ofevading the intent of the HCAO. 
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g. Contractor shall maintain employee and payroll records in compliance with the California 
Labor Code and Industrial Welfare Commission orders, including the number of hours each employee has 
worked on the City Contract. 

h. Contractor shall keep itself informed of the current requirements of the HCAO. 

i. Contractor shall provide reports to the City in accordance with any reporting standards 
promulgated by the City under the HCAO, including reports on Subcontractors and· Subtenants, as 
applicable. 

j. Contractor shall provide City with access to records pertaining to compliance with HCAO 
after receiving a written request from City to do so and being provided at least ten business days to 
respond. 

k. Contractor shall allow City to inspect Contractor's job sites and have access to Contractor's 
employees in order to monitor and determine compliance with HCAO. 

1. City may conduct random audits of Contractor to ascertain its compliance with HCAO. 
Contractor agrees to cooperate with City when it conducts such audits. 

m. If Contractor is exempt from the HCAO when this .Agreement is executed because its amount 
is less than $25,000 ($50,000 for nonprofits). but Contractor later enters into an agreement or agreements 
that cause Contractor's aggregate amount of all agreements with City to reach $75,000, all the agreements · 
shall be thereafter subject to the HCAO. This obligation arises on the effective date of the agreement that 
causes the cumulative amount of agreements between Contractor and the City to be equal to or greater than 
$75,000 in the fiscal year. 

45. First Source Hiring Program 

a. Incorporation of Administrative Code Provisions by Reference 

The provisions of Chapter 83 of the San Francisco Administrative Code are incorporated in 
this Section by reference and made a part of this Agreement as though fully set forth herein. Contractor 
shall comply fully with, and be bound by, all of the provisions that apply to this Agreement under such 
Chapter, including but not limited to the remedies provided therein. Capitalized terms used in this Section 
and not defined in this Agreement shall have the meanings assigned to such tenns in Chapter 83. 

b. First Source Hiring Agreement 

As an essential term of, and consideration for, any contract or property contract with the City, 
not exempted by the FSHA, the Contractor shall enter into a first source hiring agreement ("agreement") 
with the City, on or before the effective date of the contract or property contract. Contractors shall also 
enter into an agreement with the City for any other work that it perfonns in the City. Such agreement shall: 

(1) Set appropriate hiring and retention goals for entry levCI positions. The employer shall 
agree to achieve these hiring and retention goals, or, if unable to achieve these goals, to establish good faith 
efforts as to its attempts to do so, as set forth in the agreement. The agreemC!}t shall take into consideration 
the employer's participation in existing job training, referral and/or brokerage programs. Within the 
discretion of the FSHA, subject to appropriate modifications, participation in such programs maybe 
certified as meeting the requirements of this Chapter. Failure either to achieve the specified goal, or to 
establish good faith efforts will constirute noncompliance and will subject the employer to the provisions of 
Section 83 .10 of this Chapter. 

(2) Set first source interviewing, recruitment and hiring requirements, which will provide 
the San Francisco Workforce Development System with the first opportunity to provide qualified 
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economically disadvantaged individuals for consideration for employment for entry level positions. 
Employers shall consider all applications of qualified economically disadvantaged individuals referred by 
the System for employment; provided however, if the employer utilizes nondiscriminatory screening 
criteria, the employer shall have the sole discretion to interview and/or hire individuals referred or certified 
by the San Francisco Workforce Development System as being qualified economically disadvantaged 
individuals. The duration of the first source interviewing requirement shall be determined by the FSHA and 
shall be set forth in each agreement, but shall not exceed 10 days. During that period, the employer may 
publicize the entry level positions in accordance with the agreement. A need for urgent or temporary hires 
must be evaluated, and appropriate provisions for such a situation must be made in the agreement. 

(3) Set appropriate requirements for providing notification of available entry level 
positions to the San Francisco Workforce Development System so that the System may train and refer an 
adequate pool of qualified economically disadvantaged individuals to participating employers. Notification 
should include such information as employment needs by occupational title, skills, and/or experience 
required, the hours required, wage scale and duration of employment, identification of entry level and 
training positions, identification of English language proficiency requirements, or absence thereof, and the 
projected schedule and procedures for hiring for each occupation. Employers should provide both long
tenn job need projections and notice before initiating the interviewing and hiring process. These 
notification requirements will take into consideration any need, tO protect the employer's proprietary 
information. 

(4) Set appropriate record keeping and monitoring requirements. The First Source Hiring 
Administration shall develop easy-to-use forms and record keeping requirements for documenting 
compliance with the agreement. To the greatest extent possible, these requirements shall utilize the 
employer's existing record keeping systems, be nonduplicative, and facilitate a coordinated flow of 
information and referrals. 

(5) Establish guidelines for employer good faith efforts to comply with the first source 
hiring requirements of this Chapter. The FSHA will work with City departments to develop employer good 
faith effort requirements appropriate to the types of contracts and property contracts handled by each 
department. Employers shall appoint a liaison for dealing with the development and implementation of the 
employer's agreement In the event that the FSHA finds that the employer under a City contract or property 
contract has taken actions primarily for the purpose of circumventing the requirements of this Chapter, that 
employer shall be subject to the sanctions set forth in Section 83.10 of this Chapter. 

( 6} Set the term of the requirements. 

(7) Set appropriate enforcement and sanctioning standards consistent with this Chapter. 

(8) Set forth the City's obligations to develop training programs, job applicant referrals, 
technicaJ assistance, and information systems that assist the employer in complying with this Chapter. 

(9) Require the developer to include notice of the requirements of this Chapter in leases, 
subleases, and other occupancy contracts. 

c. Hiring Decision,s 

Contractor shall make the final determination of whether an Economically Disadvantaged 
Individual referred by the System is "qualified" for the position. 

d. Exceptions 

Upon application by Employer, the First Source Hiring Administration may grant an 
exception to any or all of the requirements of Chapter 83 in any situation where it concludes that 
compliance with this Chapter would cause economic hardship. 
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e. Liquidated Damages 

Contractor agrees: 

(1) To be liable to the City for liquidated damages as provided. in this section; 

(2) To be subject to the procedures governing enforcement of breaches of contracts based 
on violations of contract provisions required by this Chapter as set forth in this section; 

(3) That the contractor's commitment to comply with this Chapter is a material element of 
the City's consideration for this contract; that the failure of the contractor to comply with the contract 
provisions required by this Chapter will cause harm to the City and the public which is significant and 
substantial but extremely difficult to quantity; that the hann to the City includes not only the financial cost 
of funding public assistance programs but also the insidious but impossible to quantify harm that this 
community and its families suffer as a result of unemployment; and that the assessment of liquidated 
damages of up to $5,000 for every notice of a new hire for an entry level position improperly withheld by 
the contractor from the first source hiring process, as detennined by the FSHA during its first investigation 
of a contractor, does not exceed a fair estimate of the financial and other damages that the City suffe1·s as a 
result of the contractor's failure to comply with its first source referral contractual obligations. 

(4) That the continued failure by a contractor to comply with its first source referral 
contractual obligations will cause further significant and substantial harm to the City and the public, and 
that a second assessment of liquidated damages of up to $10,000 for each entry level position improperly 
withheld from the FSHA, from the time of the conclusion of the first investigation forward, does not exceed 
the financial and other damages that the City suffers as a result of the contractor's continued failure to 
comply with its first source referral contractual obligations; 

(5) That in addition to the cost of investigating alleged violations under this Section, the 
computation of liquidated damages for purposes of this section is based on the following data: 

A. The average length of stay on public assistance in San Francisco's County Adult 
Assistance Program is approximately 41 months at an average monthly grant of$348 per month, totaling 
approximately $14,379; and 

B. In 2004, the retention rate of adults placed in employment programs funded 
under the Workforce Investment Act for at least the first six months of employment was 84.4%. Since 
qualified individuals under the First Source program face far fewer barriers to employment than their 
counterparts in programs funded by the Workforce Investment Act, it is reasonable to conclude that the 
average length of employment for an individual whom the First Source Program refers to an employer and 
who is.hired in an entry level position is at least one year; 

therefore, liquidated damages that total $5,000 for first violations and $10,000 for subsequent violations as 
determined by FSHA constitute a fair, reasonable, and conservative attempt to quantify the harm caused to 
the City by the failure of a contractor to comply with its first source referral contractual obligations. 

(6) That the failure of contractors to comply with this Chapter, except property 
contractors, may be subject to the debarment and monetary penalties set forth in Sections 6.80 et seq. of the 
San Francisco Administrative Code, as well as any other remedies available under the contract or at law; 
and 

(7) That in the event the City is the prevailing party in a civil action to recover liquidated 
damages for breach of a contract provision required by this Chapter, the contractor will be liable for the 
City's costs and reasonable attorneys fees. 
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Violation of the requirements of Chapter 83 is subject to an assessment of liquidated damages 
in the amount of $5,000 for every new hire for an Entry Level Position improperly withheld from the first 
source hiring process. The assessment of liquidated damages and the evaluation of any defenses or 
mitigating factors shall be made by the FSHA. 

f. Snbcontracts 

Any subcontract entered into by Contractor shall require the subcontractor to comply with the 
requirements of Chapter 83 and shall contain contractual obligations substantially the same as those set 
forth in this Section. 

46. Prohibition on Political Activity with City Fnnds 

In accordance with San Francisco Administrative Code Chapter 12.G, Contractor may not 
participate in, support, or attempt to influence any political campaign for a candidate or for a ballot measure 
(collectively, "Political Activity") in the performance of the services provided under this Agreement. 
Contractor agrees to comply with San Francisco Administrative Code Chapter 12.G and any implementing 
rules and regulations promulgated by the· City's Controller. The terms and provisions of Chapter 12.G are 
incorporated herein by this reference. In the event Contractor violates the provisions of this section, the 
City may, in addition to any other rights or remedies available hereunder, (i) terminate this Agreement, and 
(ii) prohibit Contractor from bidding on or receiving any new City contract for a period of two (2) years. 
The Controller will not consider Contractor's use of profit as a violation of this section. 

47. Preservative-treated Wood Containing Arsenic 
Contractor may not purchase preservative-treated wood products contauung arsenic in the 

perfonnance of this Agreement unless an exemption from the requirements of Chapter 13 of the San 
Francisco Environment Code is obtained from the Department of the Environment under Section 1304 of 
the Code. The term "preservative-treated wood containing arsenic" shall mean wood treated with a 
preservative that contains arsenic, elemental arsenic, or an arsenic copper combination, including, but not 
limited to, chromated copper arsenate preservative, ammoniacal copper zinc arsenate preservative, or 
ammoniacal copper arsenate preservative. Contractor may purchase preservative-treated wood products on 
the list of environmentally preferable alternatives prepared and adopted by the Department of the 
Environment. This provision does not preclude Contractor from purchasing preservative-treated wood 
containing arsenic for saltwater immersion. The term "sa1twater immersion'' shall mean a pressure-treated 
wood that is used for construction purposes or facilities that are partially or totally immersed in saltwater. 

48. Modification of Agreement 
This Agreement may not be modified, nor may compliance with any of its tenns be waived, except 

by written instrument executed and approved in the same manner as this Agreement. 

49. Admillistrative Remedy for Agreement Interpretation - DELETED BY MUTUAL 
AGREEMENT OF THE PAR.TIES 

50. Agreement Made in California; Venue 
The formation, interpretation and perfonnance 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. 

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

Agreement. 
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52. Entire Agreement 

This contract sets forth the entire Agreement between the parties, and supersedes all other oral or 
written provisim;1s. This contract may be modified only as provided in Section 48. 

53. Compliance with Laws 
Contractor shall keep itself fully informed of the City's Charter, codes, ordinances and regulations of 

the City and of all state, and federal laws in any manner affecting the performance of this Agreement, and 
m\.lSt at all times comply with such local codes, ordinances, and regulations and all applicable laws as they 
may be amended from time to time. 

54. Services Provided by Attorneys 
Any services to be provided by a law firm or attorney must be reviewed and approved in writing in 

advance by the City Attorney. No invoices for services provided by law firms or attorneys, including, 
without limitation, as subcontractors of Contractor, will be paid unless the provider received advance 
written approval from the City Attorney. 

55. Supervision of Minors 

Contractor, and any subcontractors, shall comply with California Penal Code section 11105.3 and 
request from the Department of Justice records of all convictions or any arrest pending adjudication 
involving the offenses specified in Welfare and Institution Code section 15660(a) of any person who 
applies for employment or volunteer position with Contractor, or any subcontractor, in which he or she 
would have supervisory or disciplinary power over a minor under his or her care. 

If Contractor, or any subcontractor, is providing services at a City park, playground, recreational 
center or beach (separately and collectively, "Recreational Site"), Contractor shall not hire, and shall 
prevent its subcontractors from hiring, any person for employment or volunteer position to provide those 
services if that person has been convicted of any offense that was listed in former Penal Code section 
11105.3 (h}(l) or l 1105.3(h)(3). 

If Contractor, or any of its subcontractors, hires an employee or volunteer to provide services to 
minors at any location other than a Recreati.onal Site, and that employee or volunteer has been convicted of 
an offense specified in Penal Code section 11105.3(c), then Contractor shall comply, and cause its 
subcontractors to comply with that section and. provide written notice to the parents or guardians of any 
minor who will be supervised or disciplined by the employee or volunteer not less than ten (10) days prior 
to the day the employee or volunteer begins his or her duties or tasks. Con.tractor shall provide, or cause its 
subcontractors to provide City with a copy of any such notice at the same time that it provides notice to any 
parent or guardian. 

Contractor shall expressly require any of its subcontractors with supervisory or disciplinary power 
over a minor to comply with this section of the Agreement as a condition of its contract with the 
subcontractor. 

Contractor acknowledges and agrees that failure by Contractor or any of its subcontractors to 
comply with any provision of this section of the Agreement shall constitute an Event of Default. 
Contractor further acknowledges and agrees that such Event of Default shall be grounds for the City to 
terminate the Agreement, partially or in its entirety, to recover from Contractor any amounts paid under this 
Agreement, and to withhold any future payments to Contractor. The remedies provided in this Section 
shall not limited any other remedy available to the City hereunder, or in equity or law for an Event of 
Default, and each remedy may be exercised individ.ually or in combination with any other available 
remedy. The exercise of any remedy shall not preclude or in any way be deemed to waive any other 
remedy. 
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56. 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. 

57. Protection of Private Information 

Contractor has read and agrees to the terms set forth in San Francisco Administrative Code Sections 
12M.2, "Nondisclosure of Private Information," and I2M.3, "Enforcement" of Administrative Code 
Chapter 12M, "Protection of Private Infonnation," which are incorporated herein as if fully set forth. 
Contractor agrees that any failure of Cont.actor to comply with the requirements of Section 12M.2 of this 
Chapter shaJJ be a material breach of the Contract. In such an event, in addition to any other remedies 
available to it under equity or law, the City may terminate the Contract, bring a false claim action against 
the Contractor pursuant to Chapter 6 or Chapter 21 of the Administrative Code, or debar the Contractor. 

58. Graffiti Removal 

Graffrti is detrimental to the health, safety and welfare of the community in that it promotes a 
perception in the community that the laws protecting public and private property can be disregarded with 
impunity. This perception fosters a sense of disrespect of the law that results in an increase in crime; 
degrades the community and leads to urban blight; is detrimental to property values, business opportunities 
and the enjoyment of life; is inconsistent with the City's property maintenance goals and aesthetic 
standards; and results in additional graffiti and in other properties becoming the target of graffiti unless it is 
quickly removed from public and private property. Graffiti results in visual pollution and is a public 
nuisance. Graffiti must be abated as quickly as possible to avoid detrimental impacts on the City and 
County and its residents, and to prevent the further spread of graffiti. 

Contractor shall remove all graffiti from any real property owned or leased by Contractor in the City 
and County of San Francisco within forty eight (48) hours of the earlier of Contractor's {a) discovery or 
notification of the graffiti or (b) receipt of notification of the graffiti from the Department of Public Worlcs. 
This section is not intended to require a Contractor to breach any lease or other agreement that it may have 
concerning its use of the real property. The tenn "graffiti" means any inscription, word, figure, marking or 
design that is affixed, marked, etched, scratched, drawn or painted on any building, structure, fixture or 
other improvement, whether pennanent or temporary, including by way of example only and without 
limitation, signs, banners, billboards and fencing surrounding construction sites, whether public or private, 
without the consent of the owner of the property or the owner's authorized agent, and which is visible from 
the public right-of·way. "Graffiti" shall not include: (1) any sign or banner that is authorized by, and in 
compliance with, the applicable requirements of the San Francisco Public Works Code, the San Francisco 
Planning Code or the San Francisco Building Code; or (2) any mural or other painting or marking on the 
property that is protected as a work of fme art under the California Art Preservation Act (California Civil 
Code Sections 987 et seq.) or as a work of visual art under the Federal Visual Artists Rights Act of 1990 
(17U.S.C. §§ 101 et seq.). 

Any failure of Contractor to comply with this section of this Agreement shall constitute an Event of 
Default of this Agreement. 

59. Food Service Waste Reduction Requirements 

Effective June 1, 2007, Contractor agrees to comply fully with and be bound by all of the provisions 
of the Food Service Wast.e Reduction Ordinance, as set forth in San Francisco Environment Code Chapter 
16, including the remedies provided, and implementing guidelines and rules. The provisions of Chapter 16 
are incorporated herein by reference and made a part of this Agreement as though fully set forth. This 
provision· is a material tenn of this Agreement. By entering into this Agreement, Contractor agrees that if it 
breaches this provision, City will suffer actual damages that will be impractical or extremely difficult to 
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· determine; further, Contractor agrees that the sum of one hundred dollars ($ 100) liquidated damages for the 
first breach, two hundred dollars ($200) liquidated damages for the second breach in the same year, and 
five hundred dollars {$500) liquidated damages for subsequent breaches in the same year is reasonable 
estimate of the damage that City will incur based on the violation, established in light of the circumstances 
existing at the time this Agreement was made. Such amount shall not be considered a penalty, but rather 
agreed. monetary damages sustained by City because of Contractor's failure to comply with this provision. 

60. Slavery Era Disclosure 

a. Contractor aclmowledges that this contract shall not be binding upon the City until the 
Director receives the affidavit required by the San Francisco Administrative Code's Chapter 12Y, 
"San Francisco Slavery Era Disclosure Ordinance." 

b. In the event the Director finds that Contractor has failed to file an affidavit as required by 
Section l2Y.4(a) and this Contract, or has willfully filed a false affidavit, the Contractor shall be liable for 
liquidated damages in an amount equal to the Contractor's net profit on the Contract, 10 percent of the total 
amount of the Contract, or $1,000, whichever is greatest as determined by the Director. Contractor 
acknowledges and agrees that the liquidated damages assessed shall be payable to the City upon demand 
and may be set off against any monies due to the Contractor from any Contract with the City. 

c. Contractor shall maintain records necessary for monitoring their compliance with this 
provision. 

61. Additional Terms 

Additional Terms are attached hereto as Appendix D and are incorporated into this Agreement by 
reference as though fully set forth herein. 
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IN WITNESS WHEREOF, the parties hereto have ex.ecuted this Agreement on the day first mentioned 
above. 

l,By: 
I 

CITY 

Recommended ·by: 

Approved.as to Form: 

Dennis J. Hi:rre.."'ll: 
City Attorney 

aomi.Kel{.y-
Directoroffi.ce of Contract 
Admi~tion·m!Purchaser 

CONTRACl'OR 

Medlmpact Healthca~ ~ystems, ln'C:. 

1::J_a<I 
I Date By signi~g .. this Agreement, I ccrrliy that I 

c0mply ·with the requirements of the 
Minimum ·Compensation Ordinance, which 
entitle'Covered Employees to·certain · 
minimum botirly wages aud coinp.ensated and 
unci:>mperisated rime aff. 

l have read and understood ·pat~h 35, the 
·City'sstatementurging.companie:s·doing 
bus~ess in. Northern: Ireland ~- mO'\~·tovi;ii.rds 
r.esolvfug:emp1oyment :mcqUitie&; 
encouraging conipliance with .ere MacBride 

(' ·Principles, and urging_San Fi:ancisCO 
/' . '1 J • 1-£- =oompa~es to do-busiJ::le~s wiili,·<:~rafrom 
_ ... lo ....... ~'-.,--~O .1hat abide by·tlie:MacBnde.Prmc1ples. 

·'( Date 

.c;fialt·&~ 
Dale R. Brown 
Seitior ·\'1ce President 
10680 Treena· St~et, !!"·Floor 
SU Diegti. CA 9213J.,VJ46 

Cify'·v~ number: 50614 

I 't·t-ff · 0·9' 
Qate 

jfhe Appendices liSted be1()w and attached hereto are incotporated into.this.Agreement by reference 
· j1s though fully set forth. herein. 

I Appendiees. 
fi.; Services to bc.p~o-vided by·Co:ntractor 
'3; Calculation:ofCJ:iarges. 
C: Reserved 
:b~ Additional Tcnils 
E: HIPAA. Business Associate Agreement 
F: Invoice 
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Appendix A 
Services to be provided by Contractor 

1. Terms 

A. Contract Administrator: 

In performing the Services hereunder, Contractor shall report tO Sharon Kotabe, Contract 
Administrator for the City, or his I her designee. 

B. Reports: 

Contractor shall submit written reports as requested by the City. The format for the content of such 
reports shall be determined by the City. The timely submission of all ~orts is .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. 

C. Evaluation: 

Contractor shall participate as requested with the City, State and/or Federal government in evaluative 
studies designed to show the eff'-ectiveness of Contractor's Services. Contractor agrees to meet the requirements of 
and participate in the evaluation program and management information systems of the City. The City agrees that any 
final written reports generated through the evaluation program shall be made available to Contractor within thirty 
(30) working days. Contractor 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 ofLicenses/Pennits: 

Contractor warrants the possession of all licenses and/or permits required by the laws and regulations 
oftl1e United States, the State of Califomia, and the City to provide the Services. Failure to maintain these licenses 
and permits shall constitute a material breach of this Agreement. 

E. Adequate Resources: 

Contractor· agrees that it has secured or shall secure at its own expense all persons, employees and 
equipment required to perfonn the Services required under this Agreement, and that all such Services shall be 
performed by Contractor; or under"Contractor' s supervision, by persons authorized by law to perfonn such Services. 

F. Admission Policy: 

Admission policies for the Services shall be in writing and available to the public. Except to the extent 
that the Services are to be rendered to a specific population as described in the programs listed in Section 2 of 

~ Appendix A, such policies must include a provision that clients are accepted for care without discrimination on the 
basis of race, color, creed, religion, sex, age, national origin, ancestry, sexual orientation, gender identification, 
disability, or AIDS.~HV status. 

G. San Francisco Residents Only: 

Only San Francisco residents shall be treated under the terms of this Agreement. Exceptions must have 
the written approval of the Contract Administrator. 

H. Grievance Procedure: 

Contractor agrees to establish and maintain a written Client Grievance Procedure which shall include 
the following elements as well as others that may be appropriate to the Services: (l) the name or title of the person 
or persons authorized to make a determination regarding the grievance; (2) the opportunity for the aggrieved party to 
discuss the grievance with those who will be making the detennination; and (3) the right of a client dissatisfied with 
the decisio~ to ask for a review and recommendation from the community advisory board or planning council that 
has purview over the aggrieved service. Contractor shall provide a copy of this procedure, and any amendments 

1 

thereto, to each client and to the Director of Public Health or his/her designated agent (hereinafter referred to as 
I "DIRECTOR"). Those clients who do not receive direct Services will be provided a copy of this procedure upon 
: request. 



I. Infection Control. Health and Safety: 

(1) Contractor must have a Bloodbome 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 shaq>s injury log, post-exposure medical evaluations, an.d recordkeeping. 

(2) Contractor must demonstrate personnel policies/procedures for protection of staff and clients 
from other communicable diseases prevalent in the population served. Such policies and procedures shall 
include, but not be limited to, work practices, personal protective equipment, stafflclient Tuberculosis (TB) 
surveillance, training, etc. · 

(3) Contractor must demonstrate personnel policies/procedures for Tuberculosis (TB) exposure 
control consistent with the Centers for Disease Control and Prevention (CDC) recommendations for: health 
care facilities and based on the Francis J. Curry National Tuberculosis Center: Template for Clinic Settings, 
as appropriate. 

(4) Contractor is responsible for site conditions, equipment, health and safety of their employees, 
and all other persons who work or visit the job site. 

(5) Contractor 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. 

(6} Contractor shall comply with all applicable Cal-OSHA standards including maintenance of the 
OSHA 300 Log of Work-Related Injuries and Illnesses. 

(7) Contractor 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. 

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

J. Client Fees and Third Party Revenue: 

(1) · Fees required by federal, state or City laws or regulations to be billed to the client, client's family, or 
insurance company, shall be determined in accordance with the client's ability to pay and in conformance 
with all applicable laws. Such fees shall approximate actllal cost. No additional fees may be ·charged to the 
client or the client's family for the Services. Inability to pay shall not be the basis for denial of any Services 
provided under this Agreement. 

(2) Contractor agrees that revenues or fees received by Contractor related to Services performed and 
materials developed or distributed with funding under this Agreement shall be used to increase the gross 
program funding such that a greater number of persons may receive Services. Accordingly, these revenues 
and fees shall not be deducted by Contractor from its billing to the City. 

K. Patients Rights: 

All applicable Patients Rights laws and procedures shall be implemented. 

2. Description of Services 

Detailed description of services are listed below and are attached hereto 

Appendix A-1 Third Party Administrator 

Appendix A-2 Clinic and ContractedPhannacy 

Appendix A-3 .:... Rite Aid and AG Pharmacy Agreement and Pass Through Approval 
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This Scope of work is intended to generally define and describe the tasks that the City expects the 
contractor to perfonn. This outline is to be used as a general guide and is not intended to be a complete list 
of all work that may have to be done to successfully serve each patient. Approximately 400,000 
prescription claims are paid every year for 120,000 medically indigent adult patients of the CHN. 

Determination of patient eligibility, approved providers, and definition of medicaIJy indigent patient shall 
be the responsibility of the CHN. In general, medically indigent patients of the CHN, as used in this 
contract, are residents of the City and County of San Francisco who are not eligible for and/or do not ba:ve 
third party (e.g. Medi-Cal, HMO, private insurance} coverage for outpatient medication. Tiris contract does 
NOT include patients receiving care through the County's Community Behavioral Health Services (CBHS) 
from CBHS providers, patient receiving primary medical care from providers not affiliated with the CHN, 
or AlDS Drug Assistance Program (ADAP) covered medications for persons who are eligible for ADAP. 

The following are work tasks assumed necessary to provide Third Party Administrator (TP A) 
services. 

A. Ser\rices 

The contractor shall: 

. Al. Provide online; point-of-service electronic claims adjudication for prescriptions, which includes, 
but is not limited to: verifying patient and provider eligibility,.fonnulary status of prescribed 
medication, patient co-pay status. 

A2. · Operate the online claims adjudication twenty-four (24) hours per day, seven (7) days per week. 
Downtime shall be no more than 1 % of total operating time within each month; perfonnance 
significantly outside the established threshold of 1 % shall be reflected in the annual monitoring 
report. 

A3. Accept updates to the patient eligibility database that are supplied electronically at a minimum of 
every ten (10) minutes. The format of the electronically supplied infonnation shall be at the 
discretion of the CHN. 

A4. Accept twice monthly electronic full patient eligibility replacement files. Over-write patient 
eligibility information with new information as soon as it received from the CHN, inactivate record 
for patient's no longer eligible for CHN prescription services, and apply changes in prescription 
copay status and fees to appropriate patient records if applicable. 

AS. Possess or establish a process to correctly transmit patient eligibility information to the pharmacy 
associated with the clinic from which the patient- receives care/is assigned. 

A6. Accept daily verbal (telephone) or facsimile revisions to the patient and prescriber eligibility files 
from the CHN, as necessary. 

A 7. Accept monthly updates to the approved· drug fonnulary supplied by the CHN via electronic or 
facsimile submission, and apply the updated information to the formulary database within one (l) 

. business day of receipt. 
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A8. Provide electronic documentation and tracking ofnon-fonnulary and restricted drug approvals. 

A9. Implement a CHN-defined prior authorization request (PAR) process, and track, monitor and report 
approvals and denials. 

AIO. Establish or possess a process to identify, track, monitor and report co-payment collected from each 
of the selected pharmacies. · 

Al 1. Accurately adjudicate claims submitted online by the selected pharmacies. 

Al 2. Establish or possess a process to track quantities of drug dispensed by each of the selected 
phannacies, by NDC number, and provide CHN with weekly or bi-weekly reports of quantities 
dispensed, quantities to be ordered by CHN to the wholesaler for replenishment to the pharmacies, 
and quantities to be carried over until preestablished replenishment levels have been. reached. 

Al 3. Establish or posses a process to use different pricing algorithms and fees for reimbursement to 
selected pharmacies, based on situations and parameters defined by the CHN. 

A14. Submit to the CHN contract administrator or designee for approval, bi-weekly invoices for 
prescription processing fees and non-replenished drug supplies paid through this contract to 
affiliated retail community pharmacies. 

Al5. Submit invoices that include, but are not limited to: patient and provider specific infonnation, by 
pharmacy; total fee charges by pharmacy, collected. co-pay deducted by pharmacy; total monthly 
amount due. 

Al 6. Communicate changes in CHN policies relevant to this contract to the selected pharmacies in the 
CHN network within twenty· four hours ·of receipt of notification of change. 

Al 7. Remove and/or add phannacy(s) to the CHN network at the discretion of the CHN. Change to the 
CHN pharmacy network shall occur within five (5) working days ofreceipt of written notice by the 
CHN. 

Al 8. Have fraud monitoring processes in place. 

Al 9. Provide documentation specified by CHN that CHN claims and prescription claim data are 
excluded from manufacturer rebate and other drug discount programs engaged in by the contractor. 

A20. Possess or establish a process to electronically transmit prescription data from participating 
pharmacies for individual patients to the patient's CHN electronic medical record. 

B. Customer Support 

The contractor shall: 

BL Maintain toll-free telephone and facsimile 'help' lines that shall be staffed to assist with questions 
by CHN staff and prescribers, patients, and selected phannacies. The customer service department 
shall have access to linguistic capabilities for Spanish, Russian, Cantonese, Mandarin, and 
Vietnamese, in addition to English. 

B2. Maintain: during off-hours, a toll-free voice mail recording system with all messages answered 
within the next business day. 
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B3. Provide, upon request of the contract administrator, a report detailing the number and types of calls 
received according to date and time, as well as response call dates and times, and call abandOned. 

84. Provide training to CW and selected pharmacy staff for all applicable claims and reporting 
sofl:ware and equipment provided by the contractor. 

BS. Provide technical support for claims and report query tools and reports as requested by the contract 
admfaistrator. 

C. Reports 

The contractor shall: 

C 1. Provide at no additional cost, monthly management reports that include but are not limited to: 
patient prescription benefit utilization; individual and aggregate provider prescribing patterns by 
drug and cost; prescription costs per therapeutic class. 

C2. Provide at no additional cost, monthly drug use reports that include but are not limited to: 
prescription claim per therapeutic class; generic substitution summary; non·fonnulary drug and 
prior authorization drugs approved or denied during the month. 

C3. Provide at no additional cost, monthly financial reports that include but are not-limited to: co·pay 
amounts collected by participating pharmacies; Medi-Cal share of cost billed to the CHN by 
participating pharmacy; prescription claims by number and cost.s per participating pharmacy. 

C4. Provide at no additional cost, weekly or bi-weekly inventory reports that include but are not limited 
to: NDC number, name and description of drugs dispensed during the week, listed by participating 
phannacy; replenishment order quantities per participating pharmacy and participating pharmacy 
account name and number; quantities of drugs not replenished and carried over to next scheduled 
inventory report period, by NDC number and participating pharmacy. 

CS. Provide at no additional cost, quarterly reports on total operating down times within each month 
and calls to the customer service help line, and responses to these calls. 

C6. Provide at no additional cost, online and 'real-time' claims information that may be used by the 
contract administrator for ad hoc report writing purposes. 

C7. Provide all reports in formats that can be printed and/or exported into spreadsheets (e.g. Excel) and 
data base management (e.g. Access) programs. 

D. Other Services/Pertinent Information 

The contractor shall: 

D 1. Assist CW in notifying participating pharmacies of all relevant CHN fonnulary and plan changes, 
at no additional cost. 

D2. Provide, at no additional cost, signs and flyers directed to CHN patients, announcing major plan 
changes. Announcements provided at no additional cost by the contractor shall not exceed one 
incidence per calendar year. 

D3. Possess or establish a process to notify participating pharmacies of other prescription benefit plans 
(e.g. ADAP, Medi-Cal) that should be billed prior to submission of claim to CHN. 
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04. Conduct and report results of an annual patient satisfaction survey for which the contract 
administrator has approved the survey tool(s) and methodology, 

05. Meet with the contract administrator and·other CHN staff as requested, and as needed. 

06. Designate a dedicated account manager and service representative to the CHN. 

07. Adhere to the implementation timeline established by the CHN, which shall be within sixty ( 60) 
days of contract certification. 

D8. Provide at no additional cost, a dedicated help line for CHN staff, patients and the contract 
administrator during the implementation phase and for a minimum of three (3) months following 
implementation. 

09. Conduct audits and other quality improvement activities of their services and services of 
participating pharmacies, as requested and agreed upon by mutual consent of the contractor and 
contract administrator. 

010. Administer MAC pricing programs designated by the contract aclmi,nistrator. 

D 11. CHN shall receive 200 hours toward the services shown below. Hours can be used for the 
following services: 

• File conversions; 
• Claims history loads; 
• Prior authorization loads; 
• Physician loads; 
• Facility loads; 
• Report customization; 
• Letter customization; 
• Development of prior authorization letter customization; 
• Customization or development of prior authorization guidelines; 
• Custom edits (including but not limited to benefit plan design edits); 
• On-site training; and 
• Non-standard ID Cards 
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Balboa Teen Health Center 
1000 Cayuga Avenue 

Children's Health Center BT6061650 506785 
1001 Potrero Avenue, 6M 

Castro-Mission Health Center BT6061650 506785 
3580 17°' Street 

Van Ness 
Chinatown Public Health Center Rite Aid BT6074758 505783 
1490 Mason Street 776 Market Street 

41h Street 
Cole Street Youth Clinic RtieAid BT6061650 506785 
555 Cole Street 1496 Market Street 

@VanNess 
Housing and Urban Health Clinic Rite Aid BP5422465 571629 
238 Eddy 1300 Bush Street 

Larkin 
· Larkin Street Youth Center Rite Aid BP5422465 571629 

1138 Sutter Street 1300 Bush Street 
@Larkin 

Maxine Hall Health Center Rite Aid BT6074758 505783 
1301 Pierce Street 776 Market Street 

4th Street 
North of Market Senior Services Rite Aid BP5422465 571629 
333 Turk Street 1300 Bush Street 

Larkin 
Ocean Parle Health Center Rite Aid BT5696058 578572 

· 1351 241h Avenue 5280 Geary Blvd 
@ l 7lh Avenue 

Potrero Hill Health Center AGPhannacy BA6110631 552403 
1050 Wisconsin 3636 Cesar Chavez 

Guerrero 
Silver Avenue Family Health Center Rite Aid BT6061650 506785 
1525 Silver Avenue 1496 Market Street 

@Van Ness 
Southeast Health Center Rite Aid BT6074758 505783 
2401 Keith Street 77 6 Market Street 

4th Street 
Tom Waddell Health Center Rite Aid BT6061650 506785 
SO Ivy Street 1496 Market Street 

Adult Medicine Clinic BT6061650 506785 
1001 Potrero Avenue, IM 

Family Health Center BT6061650 506785 
995 Potrero Avenue, Bldg 80 (1 51 and5th 
floors 
Positive Health Clinic BT6061650 506785 
995 Potrero Ave, Bldg 80 (6th floor) 

Urgent Care Center BT6061650 506785 
1001 Potrero Avenue 

Women's Health Center BA6110631 552403 
1001 Potrero Avenue, SM 

Guerrero 
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PRESCRIPTION DRUG SERVICES AGREEMENT 
. . 

This Prescription Drug Services Agreement ("AGREEMENT") is made and entered into by and between the 
Cc;>mmi;inity Health Network clinics listed on Exhibit A (11~HN .cµNICS"), and AG PHARMACY Corporation 
pharmacies Hsted on Exhibit A ("AG PHARMACY"), as of JtJty 1, 2003 ("EFfECTIVE; DATEn) 

__ --··---· ··-··~-·.;_ ... ___ ·- -~-~CJTALI_ _______ : __ __:::_. __ ·~-·-------···-····-~-. 
. . 

· ·A The 1992 Veteran's ·Health Care .Ar.A. created "$ection 3409 of the .Public Health Servioes Act, which 
cl~ifies certain health care clinics, including CHN clinics, as. •covered Entities" eligible to purctmse 
OIJtpatient drugs for their patients at favorable cfrscounts froin drug manufacturers who enter Into drug 
purctiasing agreements with the United States Department of Health and' t:tuman ~ces {"PHHSn). 

. . 
.. B. California Business&· Professions Code 4126, effective Jan~ry .1. 2002, authorizes Covered Entities, 

ll'lcluding CHN clinfcs, to contract with phann8cies lic6nsed under. California state law, such as AG 

•'' 

·PHARMACY, to dispense Covered 3408 Drugs for the Covered Entity, provided certain requlremerits are· 
met, including adequate inventory control and limitation of dispensing .to eHgible ·outpatients of the Covered 
Entity. . . . . . . . . . . 

C. CHN:cHnlcs and AG PHARMACY mutualtY desire to enter Into a Kshlp to/bm to• arrangement under 
· which AG PHARMACY will receive shipment of Covered 3408 D~. maintain Inventory and controls, and 
dispense· such drugs on behalf Of CHN ctlnl~ only to eligible CHN clinic outpatients, an oi:i the CHN cllnlcs'. 

· behalf, and the CHN clinlcs·will be billed and will pay for such dnJgs, in· compliance with applicable laws and 
regulations. · 

. .. 
·o. CHN clinics and AG PHARMACY mutually acktlowledge that their 1ntent tri entering into thts 
Agreement is solely to. facili\at& CHN clinics'. participation in the 3408 drug purchasing program, without 
having to establish and-ope~e its ciNn pharmacy. The services.provkled each to the other are.only those 
necessary ·in 6tcler to fulfill this mterit, and .all 'financial arrangemei:rts established herein are mutually 
determined to represent eilher ~ or fair market value for the Items and Services received. The parties ~ 
expressly. do not Intend tQ take any action that would violate state or fedBral antl...\dckback prohibitions, such 
as, those ·appearing In Section 11288 of the .Social Security Act, 42 .. USC Section 1320a-7b. Instead, It is the 
intention of the parties that this Agreement and au actions taken in connection· herewith ·shall fully comply with 
the regulatory requirements of the safe harbor for pe!'Sonal services arid management confractS appearing In 
42 CFR ?ection 1001.952(d), and this Ag~ent shSll in all respects be construed consistent herewith. 

NOW, l'HEREFORE, in consideration of th6 promises, covenants and agreements hereinafter set forth, CHN · 
· c~nlcs and AG PHARMACY hereby agree to the following tenT'IS and conditi~ 

' · 1. . Coverecf 3408 Drugs. . The pr~rlptlon outpatient drugs covered by this Agreement 
cf1eretnafter· "Covered Drugs"} include ~Legend" drugs, that Is those drugs with by ·federal law can be · 
disper.rsed only pursuant_ to a prescription and which are required to bearthe legena "Caution ..:. Federal Law 
prohibits dispensing without prescription• listed on the CHN Drug Fonnulary. Other quarlfied prescriptions 
include tnsulln,(on prescription only) and over the countermetlications.as long as prescribed by ari authorized 
medical provider·and on the CHN Drug Formul~. All Covered Drugs purchased.under this Agreement are 
the property of the CHN clinic. All Covered Drugs subject to this Agteemerit are also subject to the Limiting 
·~nlti?fl Gf"CC7\lered ompatient drug" set forth in Section 1927(k} of the Social Security Ad., 42 USC 1396r-
8(k)(2) & (3), which is incorporated as the appli~ble definition for the section of the 1. 992 Veterans Affairs Act 
that created Section 3408 of the Public Health Services Act. · · 

I • '• 
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. 2. Eligible -Patltmt§. Only .00\patients of CHN cllnlcs, excJuding CHN clinic patients Who are 
Medi-Cal beneficiaries and for whom daims for phamlaceuticals will be submitted to the state's Medi-Cal 
program (see ~ragraph 11 below), who are In the patient eligibility database malntalned by Pharma~cal 
care Netwclrk: ('*PCNj, the third party administrator fpr this Agreement, are eligible to receive Covered Drugs 
from AG PHARMACY reLIGlBLE PATIENTS"). Under no circumstance will AG PHARMACY dispense 
Covered Drugs purchased under this Agreement to anyone otjler than Eliglbl~· Patients of CHN clinics. f\G 

.. PHA.RMACY ·shall .dispensa CO\lered Crugs..to Ellgtl:Jle J?.atJeAts..oniy in the"fQOQ\W\g--GiroumstaAGes;. ·- · · · .. . . . . . . ' 

· . 2. 1 Upon presentation of a. prescription form bearing the Engible Patient's name, and the 
signature of .a legally'°qualtfted health care provider; OR, . . . . 

. . 
2.2. Upon receipt of a prescription .ordered by telephone or electronically on behalf of an 

EUgible Patient by a legally qualified health ~ provider; AND, . 

2.~ PON on-line adjudlcati.on of prescription claim indicates patient Is eligible f.or services 
at the specific AG PHARM>\CY location, and the prescribed drug is on the CHN drug formutary. or If not on 
the CHN drug fon:nwary, prior author1zatlon approval for dispensing Is received. 

3. Restock!na and lnventOJY Maintenance. · 

. 3..1 CHN, at Its cost will arrange with McKesson Drug Compaiiy ("Mc~SSON") fo. $hip 
replenishment drug supplies directly to AG PHARMACY. 

3.2. PCN will electronically track Covered Drugs ·dispensed by AG PHARMACY to Eligible 
Patients and notify CHN and AG PHARMACY at least weekly a supplies necessary to replenish inventory 
dispensed. Quantities Of drug that have not reac:hed the CHN established replenishment level will be carried 
forward until the established replenishment level, or 180-days post dispensing are reached {see paragraph 5 
beloW.)' . . . . . . . . . 

. .3.3 Based upon PCN's electronic records of Covered Drugs dlSpensed ·to Eligible 
Patients, ·CHN will order replenishment supplies ..for direct shipment by McKesson to AG PHARMACY .. 

· McKesson will send a packing slip V!Ath shipments 't9 AG PHARMACY, arid the invoice wlJI be forwarded to 
CHN for payment · . . . 

. . 
3.4 AG PHARMAcY will verify inventory received from McKesson and fax the verified 

packing slip to CHN. 

. 3.5 ·. Electronic Inventory of Covered Drugs shall be accurately maintained by CHN and 
PCN, and It shall be in sufficient detail to protect against diversion to anyone other than Eligible Patients. AG 
PHARMACY shall ·maintain inventory and dispensing records as are adeq1.:1ate to permit the CHN clinic, CHN 
assigned auditor, OHHS, or any eligible drug manufacturer to determine upon audit to whom Covered. Drugs 
, have been dispensed. · 

3.6 . · · AG PHARMACY shall return-to-stock ·ancf adjust electronic prescription dlsP.Bnslng 
history and drug inventory levels Within fourteen working days of prescription filling If ~he patient has not 
picked up the p~on Within that time. · · 

S.7 AG PHARMACY shall readjudicate ctalms to other~ party payers (e.g. ·FamPak, 
ADAP) and adjust drug dispensing and Inventory levels for prescriptions filled for Eligible Patients found to be 
eligible for these other 3rt1 party payments after t_he prescription has been filled and bllled to CHN. 

AG PHARMACY Seivlces Agreement 
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. . 4. Culturally Sensitive, Patient pnd Provider Friendiv Secyices. M PHARMACY . agrees to 
provide services.in .a culturally and UnguisUcally seASitiVe· manner to Eligible Patients, AG PHARMACY shall· 
alsp provide telephone an~ng devices, facsimlle mact:iifles and other electronic means to assist Eligible · 
. Patielits·Snd provider's request reftlls, place prescription orders, and communica1e easily with the pharmacist. 
Extencted hours (I.e. open ·daily until midnight} wiU be prt11tlded in at least one location. and CHN .patients wilt 
~~.' ·c1ec1 with fl!l additional services.and~ (e g, free·deiblery.. 24-ha1i-prescdption ~Ices .. Medl~t 
flH\Rg} iWOYided by AG PHARMACY to n~ patients. >G PHARMACY Wilt \abet metncstion with both 
generic and ~d names aS approPnate and to ~ patient confµslon and potential for medication error, 
AG PHARMACY shall assist. in conducting patient satisfaction. surveys design~ by CHN. AG PHARMACY 
stiall comply with CHN policies regarding maximum days supply, lost prescriptions, acceptable refi\l cntervals, 
noh--fonnutary drug requests, and other relevant prescription dispensing activity. AG PHARMAcY shall assist 
In communicatlng plarr and fonnul~ changes to Eligible Patients served throtsgh this Agreement. Generic 
medicationS shall be dlspenSed In place rA brand names unless spectfical\y instructed by the CHN to dispense 
brand, or the prescriber in writing on the prescriptio".' does l'IOt appiwe tha_t generic substitution • 

. 5. Rep!enlsbment ~~from McK~. CHN agrees to ~rte cl~ wtth McKesson so as 
~to interrupt~ flqw of·reP!enishment supplies of Covered Drugs to AG PHARMACY. · . . · 

. . . 
· '6.. AG PHARMACY D!spenSing Fee. AG PHARMACY and CHN agree that AG PHARMACY 

shall receive a ~ng Fee as &pecifi~·ln.ExhiDit B, for· each prescription of ~overed Drugs filled for 
· EHglble PaHents and 1hat such Olspensipg Fee covers AG PHARMACY's -costs and constitutes the sole and 
.exclusive payment AG PHARMACY Is entitled to rec9ive hereunder, ·with the exceptlm1 of Covered Drugs that 
do 'nat .reach replenishment level$ 180 days or more after ·dispensed and Si;:l'ledule 11 controfted supstances. 
CQVered Drugs that do not reaeh replenishment levels ~80 days or more after dispensed.ai:id ~ch~le II 
controlled substances dispensed·to t:llgible Patients-will be reimbursed as specified in Exhibit.B. All fees and 
reimbursement will be.paid for CHN by PCN to AG PHARMACY e-1ery 15 ~ 

7.·· .. ·Maintenance of Recqitls .. AG PliARMAcv·wnt·preserv·e all recGrds of sl)ipment, recapts, 
. and dispensing. of 3408 drugs for audit at any reasonable time for a period of three years folloWing date ¢" 
provision. of services. It. ls understood by both parties u!lder this Agreement that, under S$Ctio"' 340B(a){5)(C) · 
of the PHS -Ad, th~y are sabject t<:>·audit by.the drug manufacturers at)d the U.S. Public Health S~ivlce of 

· ··oHHS of records that directly.pertain to compliance-with the Act.. · . . · · · 
. .• "\. 

a. Pha~acy eomQliance Responsibifitv. AC? .PHARMACY shall be· solely responsible for all 
profeSsional advice and· services rendered by it for.the Ellgi?le Patients. AG PHARMACY Js·f'eSponsible for 
ar;id agrees to render SeNloes aS herein provided in a~ance with the rules· and regulations of the 
Q:dlfomia state Board of Pharmacy, all laws of-the .State of Oaftfomla, and all appl1cable.laws and regulations 
res~ng from the Veteran's Health Care k:A.·of 1992 (P .L 102-.585, sec 602). ·tt Is e)cpressly u~ that 
retations between the Eligible Patients and AG PHARMACY shall be subject to the rules, limitations, and 
1*'ileges incident to the pharmacy-patient relationship. _AG PHARMACY shall be solely. responsible, ~ut 
Interference from the CHN clinics or Its agents to said Eliglble Patient for pharmaceutical advice and service, 
including the right to refuse to seNe any Individual Vi/here such service would violate .phannacY ethics or any 
pharmacy laws or regulations. . 

9. Insurance. AG PHARMACY shall at its own expeiiSe maintain .a· policy of insurance covering 
professional acts .an~ omissions with a ilcensed Insurance canier to be In .an amount not less than one mJlllon 
d~lars ($1 ,000,000) per.incident and three mllllon dollars ($3,0(:JC);C>ciO) In the .aggregate, and said policy shall 
~ maintained during the telTil of. this agreement. AG PHARMACY stiall cause ttS 1nsurer- to name CITY, its 
o1'ficers, agents and employees as an additional named insured on such policy, and shall provide CITY with 8:. 
certificate and endorsement to such effect. . · · · · 

I • • . ' • 
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. . . 
1'0. Medi..cal Prescriotions. Notwithstanding. anything herein to the contrary, AG PHARMACY 

will not use Covered 3408 Drugs to dispense prescriptions paid for by a state Medicaid. agency, but wm use 
its non-3408 inventory, ·and bill .and collect Medicaid on its own account •. ~n a Medicaid agency pays for 

· dtugs for It. beneficiaries, it is generatly entitle,d to claim a rebate from the -drug manufacturer, to feduee its 
effective cost to a statutonly established price. Section ·3408 extends a slmnar price to Cavered Entities, and 
requires that there be a mechanism t6 protect drug manufacturers from MedlCak! rebate clajms for Cayered 
Drugs. purehased .pursuant to· SeCtion 3400. To aveld SAY eh6nce-~ a State Medicaid· agency wiU-j:>ay for 
34QB 'Drugs purcl:lased hete\.lnoar and then submit prohibited rebat~ claims to the drug manufacturers, AG · · 
PHARMACY agrees to disperu;e non-34.QB drugs ·from Its own lnventOI)' In r~nng Medi-cal prescriptions for 
q-tN ell~ patients whc;> are Med"i-Cal beneficiaries, AG PHARMA.CY wm take alt reasonable steps necessary 
to obtain coverage fr'om Medi-Cal for the costs associated with drugs ptescrlbed for those patients; Including 
activltles neoess&{y far requesting Treatment Authorization Request from Medi-Cal. CHN clinics.shall.not be 
liable to AG PHARMACY fur di~ng feeS or other Costs -In conneCtion with prescrlptions·fiited for Medi-Cal 
beneficiaries· receiving. a prescription· whose cost will be .cQ\tered by Medi-Cal. Drugs dispensed to E6glble 
Patients of the CHN which are not billed to Medi-Cal .(i.e. for Medi-Oal share of cost patients who cannot pay 
their Medi-cal share of cost} are covered under this Agreement up to the patient's Medi-Cal share of cost 

'• • a ' 

11. . . Patient Clioice.· AG P~CY ·.understands and agrees that Eligible Patients of CHN 
cllnles may elect ~·to· use AG PHARMACY for pharmacy services. ·In .~ event that .an Blglble Patient 
elects not· to use AG PHARMACY for .such · sevlces, the patient may obtain the prescrtptlori from the 
pharmacy provider: of his-or her choice. Subject to a patient's freedom to ch~ a pn:Mder of pharmacy 
serv~ces. CHN cllnios will Inform Siglt?le 'Patients that they may be eligible at no-cost to them 'prescrtpt1on 
drugs ordered by CHN cliriios, and adVl'se .them that such no-cost services haVe been arranged for only at AG 
P~CY. · . 

. 12. Phannp Site. AG PHARMACY ag~s It will provide phan:nacy setvices Contracted for 
under this Agreement at one site ~nly for each. CHN clinic, as ~"ified In Exhibit A.: 

13. lnsp@ct!on by Martuf@Cturer. AG PHARMACY and ·CHN clinics und~d and agree that 
a copy of this Phannacy ~ervlceS Agreement Will be provided, upon request, to a .drug manufacturer who has 
signed· a· purch~Sing agreement ·with DHHS •. In 1tie event either party 'receives such a request, it shall 
immediately inform the other party. · · · . · . . · . · · · · . 

. 14. NOn-Assidnmem, E'rther party may nOt assign this Agreement without the prior written 
agreement of the other party. 

15. Term and Termination. This Agreement shall commence on the Effective Date; and shall 
continue . for a period of one year until the first. annlversary of the Effective Date, and thereafter shall 
automatically renew for conse~e .one year renewal ~rms, unless e.lther party provides prior Written notice 
to the other of such. party's intention not to .renew, ¢ least·thlrty (30) days prior to the anniversary .date, or until . 
terminated by: . . . · · · · . 

15.1 MUtual agreement of the parties; 

15.2 · Sixty (60) days prior written· notice by either party; 

.. 19.s ... CHN cllnics, immediately ·and Without prior nOtice, upon material breach of th1$ 
Agreement by 'AG 'PHARMACY. Without limiting CHN clinic's r.igl)t to assert any other act or fallur:e to act as 
constituting a mi}terial breach by. AG PHARMACY, AG PHARMACY's dispensing of a Covered Drug. to an · 
lndMdual who is not an Eligible Patient or any other Cfwersjon of a Covered Drug shSJI be deemed to Pe a . 

. material breach. CHN clinic's failure to lake action with respect to AG PHARMACY's failure ~o comply with 
any term or provision Of this Agreement shall not be deeme<;! to be a wawer of CHN's right to insist on future 
compUance with sUch term ·or provision; · 

AG. PHARMACY Services Agreement 
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· 15.4 AG PHARMACY, on 1 o dayF1 notice for nort"-payment or 30 .d¥ notice .for awJ other 
breach of this Agreement by CHN clinics unless within said per.led the default.ls cured. 

.16. Choice of 1.aw. This Agreement shall ·~ interpreted ·aocording ~o the laws of the State of 
California. 

· ····- 17. 9P.nfi~i.i!ULQt R~rds. 'The ~ttj~_gg.ree tQ..Pro.ted.,.trul~confideatlallf¥ of each other's 
records and business iRfoFmation disclosed t-Q It and not use such information ~r than Aecessat.Y and 
appropriate ln connection with ~rfonnanee of this ~nt. Eact:i Party aCknowtedges that disclosure of 

. confidential infonnatiGn of the ·other would cause the other party irrEparab1e harm and may, without limiting 
th~ remedies avall&bte for such .breach; be enjoined. at the i~ce of the harmed party. Upon tennlnation of 
.the Agreement, each.party agrees to cease use of fue·otJier's lnfotmation and to return It, or destroy It, as· 
appropriate. 

18; .. patient prtvac;y iand H1PAA Compliance.· The parties recognize that each ·1s a healt~re 
ptovider and a covered entity within the meaning Of the Federal Health Insurance Portablllty and. 
ACcountability Act ("HIPAAj, and theref0re responsible fon:ompliance with HlPAA standards for electronic 
transactions. The Parties agree to prote.ct and respect the rights of the patient& of CHN cllnlcs anCI AG 
PHARMACY: to prlvacy and confiden\ialtty Concerning their medical and pharmaceutical records, and to . 
protect all inalVidually identifiable health lnfonnatlon as protected health informat\on from ml~se or · 

· disclosure, in compliance with all appllcable stat~ and federal law. Without limiting the generality. of the · 
foregoing; the parties ·agree to use patient...speclflc infonnat1on only for permitted ~ent, billi119 8r\d related 

· record-keepin~ PLlrposes. and to protect pafient~c Information from unnecessary cli~osvre to persons 
not empleyed ·Or contracted for by the parti~ and from their ~ employees and contractors unless 1hey 
have a need .to know and agree to maintain the confidentiality of patlent specific infonnation. The ·Parties 
agree that all patl~nt infonnatlon created, maintained or transmitted etectronically ih connection wtth this 
Agreement shall comply In .all respects with the requirements of HIP AA govemtng electronic transmission of 
individuaOy_ Identifiable patient inf~rmation. See 42 CFR Section 160 et seq. Falfure by either party to abide 
by these requirements shall be a basiS for iinnledlate iermination ~this.Agreement. . . · . . 

19.- Entire Aarwro®t. This Agreement repre$ents the. enti~ understanding of the Parties. There . 
are. no other. agreements or understandings betweez'.! the parties, either oral or wrttten, relating to Covered. 
Drug~. Atly amendments to this Agreement shall be in ~ng ar}d signed by all parties. · . . · 

. ' . 
20. ~ Any noti~ required of.given under this Agreeme11t shalt be pr6vided In writing by one 

of the following methOds: hand detlVery,, placing in the .U.S • .Postal Service, first class postage prepaid, 
· facsimile transmission or e-mail transmission. to the addresses and to the attention of the person(s) specified 
below, or as modified at any time by either party by wrttten notice hereunder. · 

' . . 

To CITY: Office of Contract Management and CompH&nce Fax: (415) 554-2555 
· Department of Public Health 
. 101 Grove ·Street, Room 307 
San Francisco, CA 94102 

· and: Sharon Kotabe, PhannD Fax: (415} 2Q6..2338 
Contract Administrator 
San Francisco Oeparbnent of Public Health 
CHN A.ssoclate Administrator for Phannaceutic:al Services 
2789 25ttt street, Room 2.008 

To CONTRACTOR: 

San Frai:iclseo, CA 94110 

\llvlan Cheung 
Pharmaast 
AG PHARMACY 
3636 Cesar Chavez St. 
San Francisco, CA 9411 o 

AG PHARMACY Services Agreement 
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IN WITNESS. WHEREOF, the parti~ hereto have executed this Agreement on the day first mentioned. above. 

CITY 

~f;.cQM~J:~Qgp f;!Y~ 

. ~ ~ I C, (17£03 
MITCHELL H. KA1Z, M.o: Date 
Director of Health 

APPROVED AS TO FORM: . 

DENNIS J. HERRERA 
City· Attf.>l'J18Y 

By ~,,,~/Ll ~/.zc>~.3 
.·r~, Date 

CONTAACTOR 

\ __ ,,,, . . ·-·-·· .. . .... ·-·-· '' .......... ,,, ·--·· .. 
. Vivian Cheung 
· Phartnacist 

AG PHARMACY 
3636 Cesar Chavez st. 
San Francisco, CA 94110 

Federal tb: 9.1-1894563 

Phone: 41'5-647-3757 
FAX: 415-643-9851 · . 

BY:~, 1Jd/r,foJ 

AG PHARMACY Services Agreement 
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Exhibit A- SPECIFIC CLlNIC TO PHARMA.CY 

Potrero Hm Health Center· 
1050 Wisconsin 

·AG Pharmacy 
· 3636 Cesar Chavez 

i--~~~~.--~~~--(@Guerrero) 
Women's Health Center. 
100-f"Fotrero AVenue; 5M 

AG PHARMACY Services Agreement 
6/9/03 Page7of8 

BA6110631 

.. 

... 

·. 



•• Ii ... \:; 

.. 

PRESCRIPTION DRUG SERVICES AGRE!;::MENT 

This'Prescription Drug Services Agreement {11AGREEMENT") is made and entered into .by and between the 
C~mmunl~ Health Netwo~ clinics listed on Exhibit A {"CHN CLlNICS'~). and RITE AID Corporation 
pharmacies listed on ExJ:libit A ("RITE AID"), B!i of July 1, 2003 ("E;FFE~TIVE DATE") . . . . 

·--- .... ··-- ............ ·-· .. ----·--·-·· ....... ··---.. "RECIT~-s--- : .. --·······--···--- ··- ....... ···---·-

A. The 1992 Veteran~s Health Care Act created Section 3408 bf the Public Health Services Aqt, which 
classifies certain health care 'clinics, ·including CHN clinics, ~s ·covered _ Entities" eligible ·to purchase 
outpatient· drugs for their patients at favorable discounts from drug manufa~urers who enter ·into drug 
purchasin~ agreements with the United States Department of Health and Human Services ("DHHS"). 

B. · California Business & Professions Code"4126, effective' Januai:y 1, 2.002., authorizes Covered Entities, 
including CHN clinics, to co.ntract with pharmacies licensed under. California state law, such as RITE AID, to 
dispense. Covered 3408 Drugs for the. Covered Entity I provided certain requirements are met, including 
adequa\e inventory control and. limitafu?n of dispensing to eligible outpatients of the Cevere~ Entity. . . . . . . 

• • • • • . • ,1 • • 

~; CHN clinics .and RITE AID mutually desire to enter into·a •ship to/blll to• arrangement under which 
RITE AID will receive. shipment i:>f. Covered 3408 Drugs, maintain inventory and controls, and dispense .such 
drugs on behalf of CHN clinics only to eligible CHN cllnic outpatients; all on the CHN. clinics' behalf, and the 

· CHN clinics will be billed and will pay for s.uch d~gs, in comp.lianee with applicable laws and reg1:1lations. . . 

D. CHN clinics and Rl'rE AIO mutUally acknowledge that ttieir inteht in entering into this ·Agreement is 
solely to facilitate CHN clinics' p111rticipati.on in the 3408 drug purct,lasing ·program •. without having to establi~h 
and 9perate its own pharmacy. The services provid.ed each to the other are only those necessary in order to 
fulfill this intent. and all flnancial arrangements established herein al'.'e mutually determined· to represent either 
cost or fair market vatu~for the items and services received. The parties expressly do not intend to take any . 
action that would violate state or federal anti-kickback prohibitions, such as those appearing In Section ·11288 
of the Social Security ACt., 42 USC Section 132.0a-7b. instead, ii: is the Intention of the parti~s that this 
Agreement and an actions taken in. connection hereWith. shall fully comply with the regulatory requirements of 
the safe harbor for personal services and management contracts appearing in 42 CFR ·Section 1.001.952{d), 
and this ~reement shall in all resp~cts t:?e constru~d consistent ~erewlth, 

NOW, THEREFORE, in consideration of the promises, ·covenants and agreements hereinafter set forth, CHN 
clh;tic:S a.nd. RITE AID hereby agre~ tot.he followJ.ng terms a.n.d conditions:. · .. 

. 1. ~overed' 3405 Drugs, The ·prescription outpatient drugs covered by this · Agreement 
(hereinafter "Covered Drugs") include ~Legend" drugs, that is those drugs with by federal law can be 

. dispensed oi:ily Pl!rsuant to a prescription and Which are required to bear the legenq KCautio11- Federal Law 
. · P-rohibits dh~pensing without -prescription" listed on .the CHN Drug FollTlu\ary. Other qualified prescriptions 

inClude .-insulin (on prescription only) and ovei:- the counter medications as long as prescribed by an authorized 
·medical provider and on the CHN Drug Formulary. All Covered Drugs purchased. under this Agreement are 
the property of the CHN clinic.· All Covered Drugs subject to this Agreement are also subject to the Limiting 
Definition of "cove_red outi:)r;itierit drug• set forth in Section 1927(k) of the Social Security .Act, 42 USC 1396r-
8(k)(2) & (3), which Is ·incorporated as the applicaple definition for .the section of the 1.992 Veterans· Affairs Act 
that cr~ated Section 340B of the PubUc Health Services Act. · 

- . 
2. . Eligible. Patients. Only outpatients of CHN clinics, excluding CHN clinic patients. who are 

Medi-Cal beneficiaries and for whom claims for pharmaceuticals will be submitted to the state's Medi-Cal 
program (see paragraph 11 below), who are in the patient eligibility database maintained by Pharmaceutical 
Care Network (".PCW')., the third party· adminjstrator for this Agreement, are e\iglb_\e to receive Covered Drugs 

. from RITE AID (''ELIGIBLE PATIENTS"). Under no circumstance WiH RITE AID dispense Covered Drugs 
purchas~d under this Agreement-to anyone other than- Eligible Patients 61 CHN clinics. RtTE AID shall 
dispense Covered Drug.s to Eligible Patients ·only In the fcillowing cireumstances: · 

. -

RITE AiD Services Agr..eement 
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· · 2.1 . ·' Upon presentation of.a prescription form bearing the Eligible Patienfs name, and the. · 
signature of a legally qualified health ~re provider; OR, · · · . · . .' . . . . 

. 2.2 . Upon receipt of a prescription "ordered by telephone ·Or electronically on -Qehalf of an 
Eligible Patient by a legally qualifiecfheatth care p~vider; A.ND, . · · · 

· ... . · · :Z:S t;>CN an-line adjt.tdtcatiort-ef' preSeriptie!T·<;:laim indisates pat~t is eliglble..for~ices 
at the &jpecific RITE.AID location, and the presciibed drug is on the CHN drug forrnulary,·or·lf hot on ihe C\:'IN 
drug formulary, prior authorization approval for dispensing is .received. . . 

. . . . 

3. Restocking and .lnvent6rv Maintenance ... 

3.1 . CHN, at Its cost will arrange ¥Jlth.McKe~son Drug Company ("McKESSON") to ship 
reptenishment drug supplies directly to RITE AID. · · 

3.2 PCN will electronically track Covered Drugs dis~nsed by RITE A1D to Eligible 
Patients and notify CHN and RITE AID at lea~t weekly of supplies necessary· to replenish Inventory 
dispensed. Quantities of drug that have not reached the CHN established replenishment level will be carried 

. forward until the established replenishment level, or 180-days post disJ)ensing are reach~ (see paragraph 5 
· below.) · · . . · · . · . · 

-. . · 3.3 · . ·Based upon PCN's electronic reco;ds of Cover~d: Drugs dispensed . to Eligible 
Patients, CHN will order replenishment supp.Iles for direct -~hlpment by McK~son to ·RITE AID'. McKesson 

. will send a packing slip with shipments to RITE AID, and the inv?ice will be forwarded to CHN for p~ymenl 

slip to CHN. 
3.4 . RITE -Alb will verify inv~niory received from McKesson and fa?C ·the v~rified pa~ki~g 

3.5 .Electronic inventory of _Covered Drugs sh?:ill be accurately main~ined·-by CHN·and 
PCN, and 'it shall be in sufficient detail to prntect against diversion to anyohe other than Eligiqle Patients. 
RITE AID shall majntain inventory and dispensing.' records as are adequate to permit the CHN/c;:liniq, CHN 
~ssigned auditor, DHHS; or ;;iny eligible drug manufacturer. to· determine upon audit to whom Covered Drugs 
have been qispensed. . · · : · . . · . . · · · · · · . 

. 3.6 RITE AID shall retum-tQ-~tcick ~nd adjust electronic prescription diSpen~ing, history · 
and drug ll:went~ry levels within fourteen wor~ing d~ys of prescription filftng lf th$ patient has not picked up 
the prescripti(,:m within that time. 

. . . · · 3.7 · RITE AID shan ·readjudicate C?laims to ~ther 3n1 party. payers (~.g:. · 'Fa~Pak, ADAP) 
and adjl!st drug dispensing and inventory levels for prescriptions filled for Eligible Patieryts found t6 oe eligible 
for these other 3rc1 party payments after the. prescrip.t!ori has been filled and billed to CHN. 

· 4. Culturally Sensltjve .. Patient and Provider Friendly Services: RITE AID agree~ to provide 
services in a culturally and linguistically sensitive· manner to Eligible Patients. 'RITE A\D shall ~lso provide 
telephone answering: devices,.facsimile machines and other electronic means to assist Eligible. Patients and 
provider's request refills, place prescription orders, and communicate easily wlth 1he .pnarmaci&t.. Extend.;id 
hours (i.e .. open daily ·until rnidnlgbt} wm be· provided in at· least one location,· and CHN patients will be 
provided with all additional services and benefltS (e.g. free delivery, 24-hour prescrtptlon services, MediSet 
filliRg} provided·.by RITE AID to non-CHN patients. RITE AlD will label· medication with both 'generic ·and 
brand names .as appropriate and to decrease patient confusion and potential for meditation etror. 'RITE AID 
~hall assist-in conducting patient satlsfa«?tion suiveys_ designed by CHN. RITE AID shall comply with CHN 
policies regarding_ maximum days supply, lost prescriptions, acceptable refill intervals, nori~formulary:·drug 
requests,· an.d other relevant prescription dispensing activity. RITE.Al,D shall assis~ tn communicating plan 
end .formulary changes to Eligible Patients served through this Agreement Generic medications shall be 
dispensed in p\ace of br~ncl names unless specifically instructed by the CHN to .dispense brand, or the · 
prescriber in writing on the prescrip_tion does not ~pprove that generic substitution. · · 

RITE AID Serviees Agreement 
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5. Replenishment supplies from McKesson. CHN agrees to woi"k closely with" McKesson so as 
not tb interrupt.the flow of replei;iishment suppltes of Covered Drugs to RITE AID . 

. 6. : RITE AID. ptspensing Fee. . RITE AID and CHN agree that RITE AID shall receive a 
Dispensing Fee. as, specified in Exhibit B, for each prescrlption of Covered Drugs filled for Eligible Patients 
and that such bls.pel"isinirFee cOwrs"·'Rr.fe ~tD's costs-and constitutes the so\e·and e>ee\usi~·e paymem RITE 
AID ts entitled to receive hereunder, with ths exception of Covered· Drugs that do not reach r.eplenishment 
levels 180 day$ or more after dispensed and Schedule II controlled·substanees. Covered Drugs that do not 
reach replenishment levels 180 days or more after dispensed and Schedule. II controlletl substances 
dispensed to Eligible Pa~lents will be reimbursed as specified in Exhibit B. All fees and reimbursement will be 
paid for CHN by PCN to RITE AID every 15 day_s. 

'7. · Maintenance of Records. RITE AID . will pr~serve· ·all records of shipmen~ receipts, and 
dispensing of 3408 ·drugs for" audit at any reasonable time for a period of three years following date of 
provision of services. It is understood by both parties under this Agreement that, under Section 340B(a)(5)(C) 
of the PHS Act, they are supject to audit by the drug manufacturers and the U:S· Pu~lic Health Service of 
bHHS of records that directly pertain to .. compliance with the Act · 

· 8.. Pharmacy Compl\ance · Responsibnttv. RITE AID shall be solely responsible .for. all 
professional advice and ser\lices rendered by It for the Eligible Patients. RITE AID ls responsible for and 
agrees to render services as herein provided in accordance with the ·rules .and regulations of tAe California 
State Board of Pharmacy, an laws of the State of California, and all appl~able laws and regula,tions resulting 
from the Vete.ran's Health Care Act of 1992 (P.L. 102h585, sec 602). · ltis expressly understood that relations 
between the Eligible Patients and RITE AID shall be subject ta th~ rules, limitations, and prjvileges incident.to 
the pharmacy-patient relationship. RITE AID shall be solely responsible, without Interference from the CHN 
clinics or its ag.ents to said Eligible Patient for pharmaceutical advic.e and service, including the right to refuse 
to serve any individyat where such service wquld violate .pharmacy ethics or any pharmacy laws or 
regula~ons. · · 

· 9. . . Insurance. RITE AID shall at Its own expense maintain a policy of insur.anoe covering 
professional acts and omissions with a licensed .insurance cai:rter to be In an amount not less than one million· · 
dollars ($1,000,000) per incident and three million dollars ($3,000,000) in the aggregate, and said pc;ilicy shall 
be maintained during the term of tl)is agreement RITE AID shall cause lts insurer to name CITY,-its officers, 

· agents and employees as ·an additional named insured on sue~ policy,. and shall provide ClTY w_lth a 
c~rtificate :and endorsement to such effect. · . . 

. . 
. 10. Medi-Cal Prescciptions. Notwithstanding anything herein to. the contrary, RITE AID wlll not 

use Covered 3408 Dn,igs to dispense prescriptions paid for by a state Medicaid agency, but will use Its non-
3406 inventory, and bill and eollect Medicaid on Its own account When a Medicaid agency pays for drugs for 
it beneficiaries, it is generally entitled to claim ·a rebate. from the drug manufacturer, tO reduce its effectiv~ cost 
to a statutorily established price. Section 3408 extends a similar price to Covered Entitles, and requires that 
there be a mechanism to protect drug manufacturers from Medica_id rebate claims for Covereq Drugs 
purchased pursuant to Section 3406. To avoid any chance that a State Medicaid-agency will pay for 3408 
Drugs purchased hereunder and then submit prohibited rebate claims to the drug man~acturers, ·RffE AID 
agrees to dispense non-3408.drugs from itS o"<'n Inventory in ~Hing Medi-Cai prescriptions for CHN clinic 
patients wh6- are Medi-Cal bene_ficiaries,. RITE AID will take all reasonable steps necessary to obtain . 
coverage from Medi-Cal for· the costs associated with drugs prescribed for those patients, including activities . 
necessary for. requestir:ig.:Ireatment Authorization Request from Medi-Cal. CHN clinics shall not be Uable-lo 
RITE. AID for dispensing fees or other. costs in connection with prescriptions filled for Medi-Cal beneficiaries 
receiving a prescription whose cost will be covered by Me~l-Cal. Drugs dispensed· to Eligible Patients of the 
CHN which are not bi'\led to Medi-Cal (i.e. ·for MedJ-Cal share of cost patients who cannot pay the~r Medi-Cal 
share of cost) are covered under this Agreement .up_to ~e patient's Medi-Cal-share of cost 

RITE AID Services Agreement 
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11. Patient Choice. RITE AID understands and agrees that E'igible Patients of CHN clinics ~ay 
elect not to use RITE AID for p~armacy services. In the event that an Eligible Patient elects not to use RITE 
AID for such ser11ices, the patient may obtain the prescription from the pharmacy provider of his or her choice. 
Subject to a patient's fl:eeddm to ~hoose .a P.rovlder of pharmacy_seryices, CHN 'clinics will inform ·Eligible 
PatiE!nts that they maiy be eligible at no-cost'to them prescription drugs ordered by-CHN clinics, and advise 
th~at sue\'l no:cost SE!ivices \1ave: been ~rran9ed for o_nly-at:ME-AIS. ·---·--·- ..... -. --··--· . 

. 12. Pharroacv Site. RITE AID agrees it will provide pharmacy-seNices contracted for under this 
Agreement at one site only for each CHN clinic, as specified in Exhibit A. · · 

13.. Inspection by Manufacturer. RITE AID and Ct-iN clinics understand and agree that a copy 
of. this Pharmacy Services Agreement will be provided, upon r~quest, to a drug manufacturer who has signed 
a purchasing agreement with DHHS. In the event either party receives such a ·request, it shall immediately 
inform the other party. 

14. Non-Assignment. Either party may not ~ssign this Agr~ement without the prior written 
· agreemE7nt of the other p~rty. · 

15. Tenn and Tennination. ·This Agreement shall commence on the Effective Date, and. shall 
continue ·for a period of one year until the first anniversary of the Effective. Date, and thereafter shall 
automaf;ically renew 'for consecutive one year renewal terms, unless either party provides prior Written· notice 
to the other of such party's intention not to renew, at least thirty (30) days prior to the anniversary date; or until 
termlnated by: · · 

15.1 Mutu~I agreement of the parties; 

· 15.2 Sixty (60) days prior written notlee by either party; 

15.3 CHN clinics, immediately and without prior' notice, upon material breacti ·of this 
Agreement by RlTE· AID. Without limiting CHN clinic~-s right tO assert any other act.or failure to act as 
constituting~ material breach by' RITE AID, RITE AID's dispensing of a Covered Drug to an lndlv.idual who is· 
not an Eligible Patient or any other diversion of a Covered Drug shall be deemed to be a material. breach. · 
CHN clinic's failure to take action with respect to RITE AID's failure to comply with any term or provision of 
this Agreement shall not be' deemed to be a waiver of CHN's.right to insist on future compliance wi~ such 
·term· or pr?vjsion; · 

. · 15.4 RITE AID, on 10 days' notice.for non-Payment or 30 9ays' notice for any other breach 
·of this AgreeJ_Tient by CHN clinics unless within said periOd the defa~lt is cured. 

16.: Choice of Law. This Agreement shall be interpreted a~rding ta· the ·laws of the state of . . 
California". 

. · .17. Confidentiality' of Records. The· parties agree to· protect the confidentiality ·of each other's 
records and business infQnnatjon disclosed to it ·and not use such Information other .than . necessary and 
appropriate in connection with .performance·of tl)is Agreemenl t:ach party acknowledges that .disclosure of 

· confidential information of the other would .cause the other party irreparable harm and may, without limiting 
the remedies available for such breach, be enjoined at the Instance of the harmed party. Upon termination of. 
the Agreement, each party agrees to cease use of the other's. information and to· return it, or destroy it, as 
appropriate. 

RITE AID Services Agreement 
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18. Patient Privacy and HIPAA Compliance. The parties recognize that each is ~ healthcare 
. provider and a covered entity within the meaning .cf the Federal Health Insurance Portalillity and 

Accountabillty Act. ("HIPM.), and therefore responsible for compliance with HIPAA standards for electronic 
transactions. The Parties agree to protect and respect the rights of the patients of CHN ·clinics arid RITE AID 
to privacy . and confidentiality canceming theTr medical and pharmaceutical re6ords, and. to protect all 
individually k:lentifiable- health iflfoffftetion- as pretecte~ -·t'tealth infufma.t~9A imfll--m\swSe.-Oi:-4isQ\o~ in 
compli?nce with all appliq:ible state and federal law. Without limiting. the generartty of tlie f6regoing, ~he 
parties· agree to use patient-specific information only .for permitted treatmen~ billing and related record•. 
keeping purposes, and to pr6tect patient~speclfic information frt?m unneeessary disclosure to p~rsons not 
employed or contracted for by the ·parties, and. from their own employees and contr~ctors unless. tbey have a 
need to know ·and agree to maintain the confidentiality of patient specific information. The Parties agree that 
all patient information· cr~iilted, maintained ~r transmitted electronically in connection with this Agreement shall 
comply In all respects with -the requirements of HIPM governing electronic trar:ismission of individually 
identifiable patient Information. See 42 CFR Section ·160 et seq. Failure by either party to. abide by these 
requirements shall be a basis for immediate termination of this Agreement · 

. 19. Entire Agreement. This Agreement represents the entire understanding of ttie Parties. There 
are no other agreements or und~rstandings between. the parties, either oral or written, relat1ng to Covered 

·Drugs .. Any amendm~nts tc:> this Agreement i;;hall be in writing and signed by an parties.. . . . 

20. Notice. A.ny notice required.or given under this Agreement shall be provided ln writing ·by one 
of lt:"ie following methods: hand delivery, placing in the U.S. Postal Service; first class postage prepaid, 
facsiimile transmission or e-mail transmission, to the a~dresses and to the attention of ttie person(s) specified. 
below, or as modified ~t any time by either party by wtitte~ notice hereunder. · · 

To CITY: . Office of Contract Management and Compliance Fax: (415) 554-2555 
Department d.f Public Health 

and: 

To CONTRACTOR; 

RITE AID Services Agreement 
6/9103 . 

101 Grove Street, Room 307 
San F~ncisco~ CA 94102 

Sharon Kotabe, PharmO 
Contract Administrator 

Fax: (415) 20J_2338. 

San Francisco Department of Public Health . . 
CHN Associate Administ\atOrfor Pharmaceutical Services 
2789 25th Street; Room 2008 
San Francisco, GA 94110 

William F. Wolfe 
Vice President Managed Care 
RITE AID CORPORATION 
30 Hunter Lane · 
Camp Hill; PA 17011 
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. . 
IN vyJTNESS WHER!=OF, the parties hereto have executed this Agreement on the day first mer:itioned above. 

CITY 

REC~NOEYBV: --·-·~-

APPROVED AS TO FORM: 

DENNIS J. HERRERA 
CeyAttomey 

Sy 

. CONTRACTOR .. 
. . 

•••• w. ·-----·· ···---- -·-~- .. ·---· ·········- ---···--·-·---·. ·--······----.:....-...... 

1 • • • 

· G f lifo 3 
Date 

William F.· Wolfe 
Vice President Managed Care 

.RITE AID CORPORATION . 
'30 Hunter Lane· 

. -p-amp HIU, PA 17011 

Federal ID: 95-4391249 

_,~ 

.. 
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Exhibit A - SPECIFIC CUN1C TO .PHARMACY 

Balboa Teen Health 
Center 
fOOO Cavuaa ·Avenue· 
Children's Health Center 
1001 Potrero Ayenue, SM 

Castro-Mission Health -
Center · · · 
3580 1711'1 Street 
Chinatown Publi~ He~lth 
Center· 
1490 Mason Street 
Cole Street Yo.uth Clinic 
555 Cole Street 

Larkin Street Youth 
Center 
1138 Sutter Street' 
Maxine Han· Healtli Center 
1301 Pierce Street 

North of Market Senior 
Services 
333 Turk Street 
Ocean Par-k Health Center 
1351 24111 Avenue · 

Silver Avenue Family 
.Health Center . 
1525 Silver Avenue . 
Southeast Health Center 
4401 Keith' Street · : 

· Tom Waddell Health 
·center 
50 lw Street 
Adult Medicine Clinic 
1001 Potrero Avenue, 1M 

Family Health Qenter: 

1830 Oceari Avenue 
@ Balboa Terraef'.! 

4045 24U\ Street . 
@Castro 

1496 Market street 
@Van Ness 

776 M~rket Street 
@4111 Street 

· 1496 Market Street· 
@Van Ness 

~ 300 Bush 'Street . 

... 

:@Larkin· · · 

na Market Street . 
@4'" Str~et 

. 1300 Bash Street . . . 
@Lai:kin 

5260 Gea.ry Blvd 
.@ 171h Avenue 

4045 24"' Street 
@Castro 

776 Market Street 
@4thS~e~ 

. . 
1496 Market Street 
@Van Ness 

1496 Market Street 
@Van Ness 

1496 Market Street 
995 Potrero Avenue, Bldg . 
BO (1 51 and 51h floors) . 

@Van Ness 

Positive Health Clinic 
995 Poirero Ave, Bldg 80 
(6th floor) · · 
Urgent Care Center 
1001 P~trero Avenue 

1496 Market Street 
,@Van Ness 

1496 Market Street 
@Van Ness 

-· 

,_,..... 

., 
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6227 BT6061650 

6233 BT6074758 

6227 BT6061650. 

5900 BP5422465 · 

6233 ~T6074758 

5900 BP5422465 

6205 BT5696058 

5896 . · BT5237690 

6233 BT6074758 

6227 BT6061650 

.. 
6227 ~T60?1650 

.6227 BT6061650 

6227 BT6061650 

622.7 8T6061650 

....... 

527145 

·-. .. 

. 591392 : 

506785 

505783 

506785 

571629· 

.. 
505783 

' 

57162~ 

. 578572 

I 
. 591392 

505783. 

.. 
. 506785 

5.06785 

506('85 

506785 

50678.5 
.. 

.. 
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°6ty a~ct County of San Francisco: .. 
OffLcti of City Attorney 

Gaorg• Agnoit, 
Oty A.ttorn•v 

SV'&JECT: 

Nc:iv.er.tber ·27, 1904 
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·.· 

Do p~op~sals for ~rant a~ards funded from federal,. state ·or 
Citv monies ccn.te.mplate -eit'k)e-r the crea.ti-on of positions' in City 
s.uvice or the aw·ard .of .personal. service;; contracts within the . 

· meanin4 of Sa:n Francisco Cna.rter Section B .. 300 so as to come 
wi-t.r1in- ~he jur·iscictJori o·f the Civil. S-ervic:e Commission: · 

C O:slCLl:J S l·ON 

t;here. federal. ·s·t;.at.e or City, 2t1~nies are used to f.und ·a11· Pf 
_part of n ;c"rppo.se~ prog-ram, the- ~el·ationshh> created. between the 

. ·Ci·ty and reci·Pi ent de-1;.eraines Ci vi 1 Service Co::1-:ni.ssion · 
. jud suict1on .: ' Genera_i1_y_,. where City s.r•nt-funding a~enc1 es at'.e 

ruerety a con~uit. c.f fed era}, stat.~ .or Cit:y fur.ded gre._ns: i!!UiiU'cis. 
fc;>r t~e- ren.Uition o.f ·.servi-i:es or t.n:e· ptG1Visio:t of tacll.it.les to, 
f,or or on. b-~half ot ind~vicflu!l.i."$. in Ute co;:t:nuriit.y· ~t\•ier ·t.ha.t-1 1:-he 

.... qov~r noncnta l ·entl. ~, nelt.her a-personal se~vices centre.r;:t rior a 
... posi~ ion· ·in. a .City del?&.t'·tillent: or office is created by. the award 

of tne qrant and the· civil Seryic~ tommiss1Jn n&s ng.jurisjiction 
in ~hese case~. · 

. . • lNTRODUC'l'lON t . . 
Uany. onirtions have been written ·by t.his office cone :rnin;i 

Civil Set\lice Commission (here-in~fter "Commission") 'juris it'.tion 
over "personal seryices contt'aet-s~•, le.-g., City Attornp-y's 
Opinions 1':}-57; ~0-70.). At lea:st. one opinisn haij atadres ~d the . 
issue of Commission jurisqiction wnere state law eitner ~andates 
or encour~ges contraet inq· o-u-t ·for· "personal services" with ·the - --
private se-etor. (City ·Attorney opn·. 83-~3). · i . . 

.... 

• ....... "ln« n ... u .. ,. 
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By written request and 
0

thr·ou9h discussions with your staff. 
you have advised t~is off ice of certnin facts that raise ·the 
question whether t.he Commission has· jurisdiction to review- all 
grant award~ made by City grant-9i~intj agencies to private 
non-prof it eigencies-... · 

ll.t the out.set. it is impo.rtant to state that the legal 
issues you raise are both interesting· and.novel. Extensive and 

·thorough research has. not produced any tJU'bstant:.ial pr definitive 
cue la.w on the subject. . Rowever, a study of the relev11.n·t. 
aut't1ority gove·rning civil service principles ·nas proved 
instruct.ive· and helpful in a:na'l.y-zing th.e 'i.ss\2e-S a.nd conclusions 
are.wn n&r e in. 

Yo'.1 nave advised us of the 'fol.low_ing facts. '1"tle City 
receives gr~nt-a$sistance 1u::mies fri>iu t.'he st.ate and federa.l · 
qovern111un-i:.s 't.o admini.st..e1, dist.ribut.e and e.wa.rd to ·elird'ble. · 
non~l?rof i ~ ag~ncies. The- non-prof~ t recipi f!nt desiqna .a pxogram 
it wants funded and ap~lie$ to~ special-9rant-givin9/pl~nnin9 
dep'artment·of the City ·(-e.g,·Mayor's Criminal Justice Courtc.ii. 
ot tiee ot Community Pevel:cp.ment.. ~oJMauni ty Subst'&,nce 7\'buse, etc.) 
for funding .. ln_soiae cases. tn.e City uses its own 1nonies for 
t'h~s~ pUll'poses: 

"The.qrant a~aras are for co~prehen~ive programs p~ 
· .ser~ice$, gene-rally -involving nu.meroµs pe·r~o.nnel ~nd the use· pf 

U
the recipient~& cwn facilitie~. Tne Cit~ often does not·hav~ the 
type of facilities. nae .. Sed t.o pro.Yide these service·s and th.is is a 

·. : cti'ti.cal consideration in t:he ··funding de-cisi.On .. · . · . 
. . . . . . . . . . 

· · · The CitY, does not· s:u·pe.rv"ise t'he ret:ipient 1 s· employees or 

\

t;.he.ir j.oii> performance.·· R~ther the City prpvides,oversi9ht a~d 
t_echni c:il ass !.stance to e:-.sure that. qra.nt funds from the Cit~ are 
1:>e1ng spent. in accor.dance w itn the t.~rma of tbe qr ant. .The,. grant 
recipien't. ooes not re.nd~r '.S-ervices to, for or Qn behalf of a C.ity 
department. but. ·to the residents of. San Francisco who are in peed 
of the pe.rt.ic~lar .s_er'liices ~he re<'.=ipienf offers • 

. ANALYSIS. . '. 

Section ~.300 (a) of the San Francisco Charter (hereinafter 
"Chat .t er") provid~s, 

Ali posit.ions in all departments. and offices 
of the city .an~ county. • • • whexre the 

.compensat,ion is 'C>aid by the "city and county shall 
'be filled trosu the lw.ts ~f eli'gi-bles prepared· 'by 
t'Ae civil service commis"sion. . 

.. . . 
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Dianne Feinstein 3 Nove~bet 27, 1984 

'l'he civil serv i c·e prov_i s ions em"b_race only permanent .. 
positions held· or t.o be held· by city employees and ·do not pertain 
t.o work or sorv i ~es rendered by independent contract.ors. l Est.rate 
of Hcl\i.1li:n ( l':iS6) 4b Cal .la ltl J. Kenp!idy v. ROB'S' 0.'°46 )· 2-B : 
Cal.2d $69, San Fra.ncise.c \I• Bo.yd (lU41). l'l ·Ca.l.2d 606. 

The_ thinne underlying th~ concept. of a civil. aervic-e system 
is that the State or mun~cipal.ity mu.st resor.t. to t.he services of. 
civil se-rvar.t.s, and not independent contnictors in the private 
sector, to per term t\~e continuous, -rou·t.ine, daily· task; for· tbe · 
operat)onal neecl-11 of -tne· pub~ic entity. (See SU"rum v. Stn.te 
Co~Densation ln~ •. Funa ll941) _30 Cal~~d 575. 5§2~ Kenne4t' supta; 
l:!o~~> suti~ u St~tEi C<?T-'De'n$e.t,ipn· lnsutano~·- Fund. y. ~ile~ l93_~) 9 
Cal .l~ l~~: C~l1 fornia Sta;i..te 'tm"Oloyees ~ssoci•t1on v. \'lilliiuns 
[l':J:;"..,) i C<il.App,3.d 3~01. ·county ef LOs Angeles v. Ford. (!9Sl) lll 
Cal.A,,p.ld 407.,_ Sto.c~b\lr"t1ei v •. 1hley (l931) 21 ·Ca.l.A'Dp.2-d 1651 
see "also City 1\tt~rney Opinions B0-1·0; eo·-33; 79"':57.1. 

i·n vi~'A Qf t.he Comr.l!.s-Sion.1·s 'broa'i:\ autl)ori·ty :to p~ote-c.t the 
111er i.t svst.e;m against dissol.utionl · prio; Cf?inic;ms o.f thls of,fice 

. have c:>n-cl:uded ·that. the Cammi ss'itm ha•: t.he ~ower- to review all 
ptcp::ised per"S·on~-l s-ei:vic·~s contracts to C!eteunine whet.he:-· t.he 
Comll'.ihil-on has j\Jrisd;ct;.i~n t.o provide the requested services 
thro:.:qn .t.h-e classified civil. service (City. Attornev Opns. 7':l-S7, 

7- ) . . . . . so- .J.. . . . . . . . . . . . . 

.·,I 

::U:.t~d ot'herwise, if .th~ 'contrilct Calls for personal 
sen·:~ ~s to De tena.ered to, ftit: .~r on b.e.nal~ .of, a C~ty · 
de.p.~-. t ;..4':snt, then t'he Commission must loo'k.. at ·it ancl. de.ci.li;e 
whe·tn. t .'tne ~e.rvi.ces should be provided throµgli_ the -·ineri~ ·ayste·m I 
or b·r the pr1\'a.t.e sec::tor. · ···: · . . 

·:uence, th·e precis.e qu·estion before ·us is· wl)·et.het· prGposa1s /,?, 
for c; rant e.wa involve the r endi ti on Qf ers.onai services to, 
fot or on 'behalf of the PU ic ent1 y so es. t-o req·uire their 
review by the C'ommission 'before 'they a:re awarded. Clearly, the 
facts p-reserited tn ps go T)Pt ·esta!:ll h1h an._emploYe-r-em 1oyee 
rel.n.t io i between t,htt ·Cit · and· e reci ient.s ·of. nt. ' . 
. award$, While tne ·r~c1p ~nt receives funds ~or a·prbgran of· 
_serviees, neither tne r.ecipient not it.s e111ployee·s fill positions_ 
in a departm·ent or. office of t.he City. ·fthus, th.e on1; ~uestion 
that remains is whether grant. awards ca='Qg· said to iL·ei'-s€!£!1 

. 1>erv i c-e_s cont.r acts. . · . · 

• 
_ Legal 'Scholars ~nd t.he courts en\li.sion contraotin9 for 

personal services es creatins that relation$hip wnereoy the 
public entit.y .tenders consideration and in exchan9e receives or 
pi~cures services it desires for its operational needs from the 
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private sector ,rath·er t~an· from its own public employees ("-rmeo 
·services Procurenent:Reguletion~ (ASPR) Secti6n 22-102.l(a) 
qu.~t.e.d iu""Katz. Servic-e Cont.r~r;tin.i. !!po the Right of Civil. . 
. Service Pexsonnel (1':17 l) 4 ·Public Conti: act Law' Journal ls Miller, 
_AitT.irn1 s tre.t.ion by Contract• A NEfW. Concern for. the Achnini atra t.ive · 
L:iwyer. (l9cl) 36 N.Y.O. Law Rthtiew ~~7, 9&8; See Heyman, . 
'uov:!rnnent. 'bv Contract.i Soon-o-c. Bon~r \l96ll 21 Pub.Ad. 'Re\I. 59, 
bl: l P~b. Empiy: Bat~ain~ CCH pa.ragr~ph 3525 (19111~ ~ee also 
St~te Civil Service Law -· Gi~il Service Restrictions on 

·COriffi.Ctina out.by state. A.3Em~les '(1900'} ·5~ Wash."Law ~ev. 419 
and cases and journals cited there.in.) · . 

The genexal charact·et'istics of a grant &wa.rd have ·been 
des·ctibed ·AS 'fol.l.ows r:mo are ty.pical. of· the grat1ts awards in 
~1:estion1 

~. @ '!;''he basic i~tent ~nd pur.~s·e is to stimuiate, support; 
or aid another party• s acti vi ties: .. { 2·) t.he 9over~ment as:\<s the 
recipierit ~o define what it will do to achie~e the objeg~lyes pf 
th-e pr og·ram. · Th ts is usually tt.ceom-pl.i she-d through sub.ini-ssion of 
e.Jpro"Oos~l--11'" The rec·ipient is· retpon-sible !or dec;icUnia .wh.at t.~ 
prop~sal .will ·'be or bow it will c'bt.ain .the re.sults i:t se·eks; <ll.D 
there :is· no 'buye.r-se'ller r~lation-shiio -and the 'aovernment' s role .J 
i.f:! that of patro1' or. pa~·tner: {!))the r.elati.cms'hip is les.s forme.tr? 
and expressed i~ les~ detail tha.n a procurement. relationship: ([}) · 

l.' 

pr lee or es.ti.mated cost of project p.lays. a small role in · 
sclecti'on· of r·ecipient... (U. s·, .co.:inmission on Go:Yer.nin~nt 7---
Proc:urer.ient fleport (1972, Vol.3. Patt F, l:'ederal Gran:t.-·Type 

. ,.ss1 stance Progr a.ms.)" . • · · · . · . · . . . . . 
These f~atures de•f .... ···• relationship Whereby t.he public 

·. er1t.ity offers e.ssistan~e, guidance, stimul&tion or,~pep;J;i'on on, 
a project or prog1:'~111 tp the reei.i~ient. The r·ecii;>ien·t ·in t.ur.n. ~~ ,\ 
utiliz.e.s the ·suppo.rt of the governmental body to achieve a ~ 
particular obj&~tive. · .. · · 

Other ~·i9rii f i~ant. f.a~tor s :etative ~.o s; a.n·t a~t)rds are· ·that.. j 
the ·s·upe.r.vis1on o.r .cont.t"ol exer.eu;ed t>y t'he City is JDJ.njmtl at /!' 
'Qest a~d pr m ·11 r echnical ass· _stanc •. Second, 
the conteJflp ated t.~s'k.·s or ~ervic;:e~ .are not to be· re.ndered tQ • for 
or on ·behalf of the City. lnstea.d, the recipient provides. · 
services to t.he ·community to r~soond to a ·.need for ;those 
~artieular services. rne relationship between the City and the 
reci"pient in some ways resembles that between an independent.. 
contractor and the. Cityi · xecipient ha·s sol.e control .over its 
employees, ~rovides the facilities~ and afters hi9hly.~pecialized 
s&r~ices. However, a c~itical factor w~i9hing against 
independent ... 9ont.rat;tor status is, 'th.at.. the reci.pient .does 
P.erforr.i 1tervices tot for,. or o~ behalf of the clty. 

not . 

. . ~ 
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These considerations compel tne conclusion that· the 
provis~on o~ ~rant-assistance funds to grant recipients does not 
create a personal services contract within the scope of civil 
service· principles. · 

~n a 'Ce~ated cont.~xt a. sim.ile.r re:s~it was reached by the· 
.California At~orney General :in two ·recent opinions .. (SB· 
.Oon.Cnl.Attv~Gen. SSG, Aug. 14, 1975: 63 Opn. Cal.Atty.Gen. 2go, 
Apt:· 10, l~BO. )' . . 

The ·precise i"'Eisue in SB Opn .Cal .Atty.Gen .. SB6 was whether 
grant awards mad·e by. t.he: Of Uce o.f Crhn.ina.i Just~·ce Planning in 
a:ccoruance with t.he Or.mi bus Crime Control and Safe Street Act of 
l9Ci0 l,1,2 u.s.c~ sec. 3701 et seq.) cons~it.lt&u p.er~onal. 'services 
contr~ct ~ pursuant. to Government Code sect iol\ 14780, requir ih.g ~ · 
sc·rcen'ing ·and· e.ppro'Val by the Department of General. ·services of 
certain "~on~·rac:t's. •! 

&3 Opn .ca 1 .At-ty .Gen.· i!9.0 concerned an identical q_t:1esti.on 
but the'grant.awQ,rds the.te were given by .t'he· California 
Deoartm.-ent. of Agi·ng. Dursuant to the Compre'h:enshe Oider Americans· 
Ac.i }\mendments of ~918 l4~ u.s.c·. sec. 3001 ~t,se9.) 

In t>ot.h ca~es ,· .th.e At.torney General weighe~ the fac~s. The 
State wa.s a ccndui.t of the federal furiqs .a.n~ the· State. did. not 
pr.)~ilre goe>ds or. se~vices 'fx<;n11 t~~ recip~ent in .the u!'"ua.l: 
C"Ont.rac t. sense •. li..ny controls. ·exercise.d by the State were to 
ensm.:.; that the funds were pxopc.rly exp-ended and acc;ounted for. 
The co11clus'ion t411acned t>y the Attorney Geperal was that 9rant 
awards like: .. tho!ie before· it that cal·l:ed for assfstance not
·proeurene'!'l·t servic-e-s did not .fall. within the definitiQn of · 
.p.ersonal services· ~o.ntracts. 

Pr-ior opinions of, thi• off-ice also support the conclusion 
tha·t grant· ~wards a-re not persC?nal services contra.cts -within -the 
contemplation of tp~ Charter.- ;J'f1e gu~stion posed in O.p:inion 
73-90 was whether the P·utchas e1:., pursuant to hhi author i.ty to 
enter into personal services contracts required b~ City 
dei:>ar.tments· (Charter § 7 .100), was required to negotiat.e and 
.execute t.he Hayer ts Criminal Justice Council operatin~r 21.qency 
aqreements~ We ccnclut.lod that.since the Hayor's Criminal Ju.stice 
·council agreements were not renuired by City departments but were 
to benefit third parties, the aqreements were not. pers:-Onal 
services contrercts wi t.hin the meanin9 of the Charter. {See also 
Opn;. 73-7.}. Tnerefore, the Pur.chaser was nei·ther required nor 
e~powered to review the n&goti~tions for ~nd e~cecution Gf 
operating agency aqt;eemen.ts .betwee-n :the ~it. v a.nd third party 
recipients ·of grant 'tunds. . •' . . 



<to'!. r; 

• . 

: 

'Dianne ~einstein lfovem\:>er 27, 1994 

-

The Purchaser's review of proposed personal services 
contracts required by the City pu~suant.to Charter Section .7.100. 
is ~e~•~~ary ~o ensure the City 1 s mon~y ~ill be used in the .moat 
economic 'fa·sl)ion. {Opn. 73 .. 90, p. 2..) However, ·the purpose·s 
underlying section 1.lOu are.· not sarved or .applic~ble When 
federal, st~te or Citv grant mo~ies are channeiea throuqh City 
department·s to benefit -recipi-ents in the co~11\unity. Federal and 
State g-overnment granter$ usualty ptovi~·e. guidelines, _ 
regulationlii, and administrative sii,feguards t·o protei;:t against 
abus.e by reci pi en ts of gran_t funds. These s.am-e rules also 
del i"neate how the fund~ a.re to be eK?enoea. City gre.n·t fundinq 
agencies also ~atef~lly supei~ise the expendi~ux~ of City funds 
in the same fashion. . 

. Similarly, the Co--;tu11is$·io.1'a ·ir.u:)liea .. .i'>ower to revi·e~ 
personal services. ~o~}racts required by the City finds its 
qen-esis. in "an implicit .nec;:essit.y f•,br protecting the policy of 
tne· orQanic• ~ivil ser\tiee manCiate against dh~solution and . 
destnit:tion." (C~lifc.rnia st.a.t.-e Emolo ee,s .~ssocia.tion v.· 
Wil;.lla=1s·, supra, ?. c~-1.~p.p. " 90,. 39!. This ·legitimate· concern 
is not jeopardite'.d, howaver, when the reclp·ients ·of· grant awar.ds 
provida servi-ces to., for. or cin bf;h.a-l'f of parties. other than the 
ci·ty. 'Tne id-e~l5.of e~flciency and expeaieney--in government 
wnde"rl.yirig the inetit ·syster.i ~re likewise n-ot. impD.ired 'Dy allowing 
proposal$ for:: grant a, .. :ar:h to be awarded without the Com.mission's 
review. Sit}ce t.he reeipien,ts'. progress .. is· 11\0n'itor.ed·t>y the 
Ci tv • s i1ve·rsee1n9. ag.e·;cy it. ·!:an address any p_ot.e.nt.ial. for abuse • . . . 

1:1 Slli:\ 1 t':-:P.· aft=~ :::i..?nt:ione:i special C)\aracteri-BtiCB of a 
grant ~~krd ~a~~ it sSgnifiqantlv Oiiferent from a pe~sonal 
servic·es rela·t1 onsl\ip. 1-U'ld, .j.n view oi 't.ne policieJ! underlyin.g 
the C·omr.iis-sion's juri~~i·ct.i-0·n to revi~w pr.oposed 'person1:1.l 
services c-ontri'\cts,. it ~.;st be concluded that. the Com1il'ission does 
not ha-.•e jur i s1~cticn Lo r·eview ·proposed gr,-ant awards. tlence a 
line of dematc~tion ~an be drawn betwee~ ~ersonal services 
contracts afd qrant awards. The fo.rrner play: a central role in 
t.he governmental procurement procei;is, t.he l~tter cont.empl.fite th~ 
rend:ition of Borne service 6r 'the inst·itution of a pro.gram 4rrder 
circur.\.stances where it is not reridei:ea to, for or on behalf· of 
the qovernrnent •. •rhe ·former are· subject 'to the jurisdiction- of 
the Commission, ~he latter are not. A word of .caution is 
appropti.ate. v1hut Js imi:>crtant is not the label. or the mediun of 
t!'\e r ela uonsni p. · Ra th er the inqtliry inust fOC\lS upon the 
fun~tion that is to be discharged with t.he publ~c entity. Should 
the grant ~ward i~volve tne undertaking of ~ progr~m tnat 
traditionally or histoiically has been-performed by civil 
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servb.nts or con·cern a bats i c 9overn111ental function, then auch a 
grant i:i.ward would 'be deeJned cto, .for or on behe.lf l:)f t.he . 
governm·ent. HO'ilever, the mere fa.et that t.he grant. ·a.ward involves 
aome benefit t~ the·community or •o~e individuals does.not Jnake 
it into a personal services contract~ · · 

Conversely, if the cha~acteristies of a 9rant award do not 
r~s.enbte tne elements typical. -of .an assistance rel~·tionsf\ip or 
.wher• a grant. award require·s act"ive participation by the City,. 
i.e., . i-n addition t.o financing the entire program or "P.toject the 
City im?OSe~ "Ce·quletions 1 requirements t resppnsi'f>ilities to S"UCh 
en exte'nt "that. it .exereises a aign"i fi cant. degree of control over 
·proqra2 desi£m, me.n1t.9es:1entl. direction·, per·forrnanc:e of ernoloyees, 
etc.• then the matter should 'be re.'te·rred t.o the Commission for 
it& 1"eview-. ln this case, Com~isaion 8c:tt==t!nin9 is necesu.:cy 
since the City's. rci"le may 'be akfn to.-an elllployer or pro·cure;r a.nd 
not a pa,tron. ~ithout any rev·iew by th~ Counnis•icn~, .9rzmt . 
awarding by the:City in thi·s .ca·se Sl\ay result in. 1tWiuain9 grants 
to a.' recip.ient ·w\lo pr~poses t.o provide "ser·vices ·to. for or on. 
\:>eh alt bf tne l.lity ·t.ha t can be adequately per f'orirre.a by c'iv i l· 
~ervants •. Thup •. in ca~es of doubt, the ~atter should be referrad 
t.:> the ccmmiss.i-on. · 

. . 
.· ''For your c;uioance, t;i.rant awa.rds that.do-not :r;equ'ire 

V
o~r.\ission ·review 21;re t.hose made to re9i-pi~nts ·Who a~e (i.) · 

non-profit (ii,) pr_o\!!d-e servi-ces to, fc;>r 1 a.n·d on cehalf of Sa:n 
rz~ncisco's residents and {iii) m&e("the elements'of·ah · 
a&• is ta.nee r.elat i·onsh~p o-u~line!i abo~e; . Exa111pte~ of ~:~!.~J?..~.'!: ..... 
rec.lpient.s are these Who prov.i~-~ ser.vices in such a.;eas 11.si · ·'
ju .•e1H le/ adu"lt delinquency :prE!vention: community cultural and 
eclu.ca:t.ional develo-psaent (e.g., p·aint-in~ of m~ralsf conducting, 
.1t1ue. ic, theatre, a.rt. .workshops, ·orqani:ti ng paraaes or s.tre~·t 
fairs) c:,mm"1nity job t.:aining, community heat·ttr:an~.inent.al · 
heal.th; com:nu-nit.y s~fety awarene'S'SJ 'cornmu)'lit-y yout\'\, ·.c~ildreri and 
s•nior. pr ogre.ms. . . · .· 

·The role of the recipient and the Cft;.y inust be examined 
carefully. · Genera:lly, if the recipient· is ~ligfble lt::' r·e.ceive 
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Actual Cost 

AppendixB 
Calculation of Charges 

1. Method of Payment 

A. Contractor shall submit monthly invoices in the format attached in Appendix F, by the fifte.enth (-15th} 
working day of each month for reimbursement of tlle actual costs for Services of the iilllllediateJy preceding month. 
All costs associated with the Services shall be reported on the invoice each month. All costs incurred under this 
Agreement shall be due and payable only after Services have been rendered and in no case in advance of such 
Services. 

2. Program Budgets and Final Invoice 

A. Program Budgets are listed below and are attached hereto. 

Appendix B-1 Administrative Fee Schedule 

Appendix B-2 Fees 

B. Contractor understands that, of the maximum dollar obligation listed in Section 5 ofthis Agreement, $90,000 
is included as a contingency amount and is neither to be used in Program Budgets attached to this Appendix, or 
available to Contrac.:tor without a modification to this Agreement executed in the same manner as this Agreement or 
a revision to the Program Budgets of Appendix B, which has been approved by Contract Administrator. An 
additional pass through amount of two million three hundred thousand dollars ($2.300,000 per fiscal year) in annual 
phannacy dispensing.. The breakdown of costs associated with this Agreement appears in Appendix B, 
"Calculation of Charges," attached hereto and incorporated by reference as though fully set forth herein. 
Contractor 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. Contractor agrees to fully comply with these laws, regulations, and policies/procedures. 

C. Contractor agrees to comply with its Program Budgets of 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. Contractor 
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 costs incurred during the 

. referenced period. of performance. If costs are not invoiced during this period, all unexpended funding set aside for 
this Agreement will revert to City. 

1 
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ADMINISTRATIVE FEE SCHEDULE 

CLAIMS PROCESSING FEE: $0.22 Per Member Per Month 

* Processing charges must meet an aggregated minimum average of $750.00 per bi~weekly 
invoice cycle to qualify for fee schedule, otherwise a flat fee of $750.00 will be biJled and 
payable in such cycle. Add ten percent (10%) to Claims Processing Fees if reports are 
requested in a. format other than via FTP. 

The Claims Processing Fee includes the following: 

• Processing and payment of all Claims 
• Concurrent Drug Utilization Reviews (DUR) 
• Monthly and quarterly standard reports 
• Administration of a standard.MAC program 
• Standard benefit design and implementation services 
• Eligibility management 
• · EOB Claims payment detail sent to Participating Pharmacies 
• Biweekly Check-Run Control Totals sent to Client 
• MedAccess®- fifteen (15) users with Claims and profile access 
• MedOptimize® -fifteen (15) concurrent users 
• MedFocus® Report 
• Deductible with/without benefit maximum 
• Maximum benefit only by group 
• Administrative Ovenides 
• Toll free customer service help desk 
• On-line messaging · 
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CLAIM RATES* 

Prescription proce$Sing professional fee 

Appendix B-1 
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CHN will pay a professional fee of $10.00 per replenishment prescription dispensed through 
participating pharmacies named in this Agreement to CHN eligible patients covered by this 
Agreement. 

Reimbursement for drug cost 

Drugs dispensed to CHN patients under this Agreement shall be replaced to the dispensing 
participating phannacy, and there shall be no remuneration for these drugs except for the 
following: 

A. Schedule II controlled substances shall be reimbursed and not replenished. 
The following formula shall apply: 

Brand name drugs: 
Average Wholesale Price (A WP) less 15% plus a $2.00 Dispensing Fee 

Generic drugs: 
Lower of AWP less 20%, HCFA MAC or third party administrator's proprietary MAC plus 
Dispensing Fee. 

B. Drugs that have not reached the· agreed upon replenishment point 180-days after being 
dispensed shall be reimbursed. The following formula shall apply: · 

Brand name drugs: 
Average Wholesale Price (AWP) less 15% less $8.00 per prescription dispensed during the 
180-day replenishment period 

Generic drugs: 
Lower of AWP less 20%, HCFA MAC or third party administrator's proprietary MAC less 
$8.00 per prescription dispensed during the 180-day replenishment period. 

Prescriptions and claims submitted to Medicaid, Medicare or ADAP shall not be submitted 
for payment or replenishment to CHN. 

Contractor shall reverse CHN claim and prescription processing fee, and bill identified 
appropriate payer for claims found to have been erroneously billed to CHN. 

* CHN delegates its pharinacy network administration to CONTRACTOR. Such delegation shall include 
authorizing CONTRACTOR to establish participation agreements with participating phannacies. 
CONTRACTOR shall negotiate with participating pharmacies at various reimbursement rates (including 
A WP discounts, dispensing fees, and MAC) and compensation terms throughout the term of the contract, 
and shall charge CHN the blended rates set forth in above. The blended rate represents the single A WP 
discount payable by CHN on applicable claims, which may be greater or less than the actual rate paid to 
participating phannacies. CHN acknowledges and agrees that, as compensation for administering the 
phannacy network, CONTRACTOR shall retain such difference, if any, between the reimbursement paid 
to participating pharmacies for claims and the reimbursement received by CONTRACTOR from CHN 
for claims (the "Network Administration Fee" or ''NAF"). 
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• The term "A WP" shall mean the current average wholesale price or industry 
benchmark price of a prescription drug as set forth in the First Data Bank 
Blue Book, including its supplements, or other nationally recognized 
pricing source as determined by Medlmpact in its sole discretion. "A WP" 
does not represent a true wholesale price, but rather is a fluctuating 
benchmark provided to pricing sources (such as First Data Bank) by 
pharmaceutical manufacturers. In addition, in the event that the 
methodology for calculating the A WP pricing benchmark used by 
Medlmpact hereunder changes or is replaced with another benchmark or 
methodology for any reason, Medlm.pact may switch to such new pricing 
benchmark or modify the pricing under this Agreement so as to maintain 
comparable pricing under the new benchmark or methodology as existed 
prior to such change. 

• The term "MAC" shall mean the then current maximum allowable cost of 
certain prescription products, selected in accordance with criteria 

·established by Medlmpact, that are subject to Med.Impact's MAC pricing 
formulas. Multi-source drugs are eligible for the MAC list if they are: (i) 
A-rated generics; (ii) thirty (30) days after they are readily available through 
more than two (2) generic vendors; and (iii) the products are not exclusive. 
Such criteria and pricing fonnulas are subject to change from time to time at 
Med.Impact's sole discretion. Client agrees to accept any ofMedlmpact's 
MAC lists as amended from time to time in Med.Impact's sole discretion. 
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1. CLAIMS PROCESSING 

A. Direct Member Reimbursement (DMR) 

B. Client Requested Claims Adjustment 

C. Coordination of Benefit Claims (Paper processed claims) 

2. PHARMACY NETWORKS 

A. CITY Requested Pharmacy Audits 
Level l Basic Services 

Level 2- Documentation & Verification 

Level 3 - On-site Audits 

Optional Reports 
Standard 

Customized 

B. Pharmacist Can Center Support 

3. IMPLEMENTATION AND CHANGE SERVICES 

A. 

B. 

c. 

Standard Services 

Customized Services 

Eligibility and Plan Benefit Support 
Late Fee 

Post-loading fee 

Appendix B-1 
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$1.50 per Claim 

$1.50 per Claim plus Time and 
Materials for Service Request 

$1.50 per Claim 

$0.009 Per approved claim per 
month (PCPM) 

$0.024PCPM 

$0.024 PCPM + time & materials 
(travel costs)+ $150/hour per 
person 

To be quoted upon request 

Included in Claims Processing 
Fee 

Included in Claims Processing 
Fee 

Custom Requirements 
$175.00/hour oflT time, plus 
time and materials to support 
custom or new requirements 

Time and materials to include any 
necessary overtime charges 
associated with data conversion 
and eligibility processing 

Post-Loading Changes 
$175.00/hour of IT time, plus 
time and materials to support 
custom or new requirements 
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4. REPORTING, DATA AND MANAGEMENT TOOLS 

5. 

A. 

B. 

c. 

D. 

E. 

Core Repon:s 
Additional standard reports 
Custom reports as requested (to include): 

Programming time 
Run time 

Changes in selection of standard reports 

MedOptimize® 

Additional concurrent users: 

$100.00 per report 
l custom rep01t per year included 
$175.00 per hour 
$100.00 per hour 

$50.00 minimum charge 

Fifteen (15) concurrent users 
Included 
$500.00 per user per month 

Client is responsible for telephone line charges, installation and set-up fees, equipment, 
including emulation software, and meeting Medlmpaet's minimum system requirements. 

Client shall be responsible for reasonable time and material charges for training. 

Med.Access® 

Additional concurrent users 
Custom Screen Development or Access 
First Data Bank Drug file access (read only) 

Fifteen (15) users included with 
Claims and profile access 

$500.00 per user per month 
Time & materials 
$5,000.00* per user per year 
*rate to be adjusted based on any 
change in the drug.file license fee 

Client is responsible for telephone line charges, installation and set~up fees, equipment, 
including emulation software, and meeting Medlmpact's minimum system requirements. 

MedResults® 

Personal Health/Physician Access 

$3 ,000 set up fee 
$5.00 per notice 

$0.02 per paid Claim 

F. Health Management System (Powered by W orldDoc) 

Essential Services 
Nurse Line 

CLINICAL SERVICES 

A. Clinical Program Management Consultative Services 

B. Client Pharmacy & Therapeutics Committee Participation 

$0.55 per eligible user per month 
$0.25 per eligible user per month 

$0.09 per member per month 

Included in above fee 

Included in above fee 



. Med.Impact Health.care Systems, Inc 
General Fund 
711/08- 6/30/11 

C. Drug Monograph Preparation 

i. Standard Drug Monograph Preparation 

ii. Custom Drug Monograph Preparation 

D. Other Client Clinical Consultations 

E. Concurrent Drug Utilization Review 

F. Therapeutic Prior Authorization 

G. Formulary Servi9es 

Medlmpact Standard Formulary 
Includes: 

a. Assistance in the coding of the selected medication 
Fomiulary for Claims adjudication; 

b. · Initial working copy of the Medlmpact 
recommended drug Fonnulary for Client to 
photocopy, print, and distribute to providers; 

c. Quarterly Medlmpact updat~s; and 

d. Custom Formulary will incur additional charges as 
outlined in this Exhibit B. 

Appendix :S..l 
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Included in above fee 

Quoted upon request 

$225.00/hour for special projects 

Included in Claims Processing 
Fee 

$25 .00 per Claim requiring TH 
PA 

$0.05 per member per month 
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H. Retrospective Drug Utilization Evaluations (DUE) 

Medlmpact schedules standard DUEs on a quarterly basis; 
Client will be charged time and materials for modifications. 

Appendix S-1 
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One (l) standard, scheduled. per 
quarter included 

Additional or Enhanced DUEs 
$0.09 per member per month with 
a .$24,000.00 minimum charge 
per year 

Client shall be responsible for all travel and lodging expenses and for reasonable time and 
materials charges for Clinical Pharmacist attendance at Pharmacy & Therapeutics (P &T) 
Committee meetings. 

I. Comprehensive Clinical Management Package, if requested 

J. Benefit Coverage/Administrative Standard & Expedited Appeal, 
If requested 

Medical Necessity Standard & Expedited Appeal 

First Level Appeal 

Second Level Appeal 

6. NON-ST AND ARD, EXCESSIVE OR ADDITIONAL SER VICES 

A. Non-Standard or Excessive Services or Materials 

B. Additional Services 

THE FOLLOWING INCUR ADDITIONAL CHARGES: 

Paper submitted Claims 
(Charged to the submitting Participating Phannacy) 

Modified Paid Claims Data Files 
NCPDP Modified/Medlmpact fonnat 
Non-standard format 

Plan file data 
(Manual input and maintenance from hardcopy) 

Members 
Groups/Divisions 
Physicians 

ID cards 
Standard cards (plastic) 
Custom cards (plastic) 

$0.20 per member per month 
(minimum annual charge of 
$150,000.00) 

$100.00 per Eligible Member 
appeal 

$225.00 per Eligible Member 
appeal 

Fees paid by Client for each 
Eligible Member appeal 

$175.00/hour 

$175.00/hour 

$1.00 per Claim. 

$75.00 per tape, CD, FTP 
$100.00 per tape, CD, FTP 

$1.00 per record 
$10.00 per record 
$5.00 per record 

Price Per Card 
$0.50 
$1.25 
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Mailings 
Inserted & mailed w/financial reports 
Additional cost of separate mailing 

Out-of-pocket expenses 
Mailing expenses/postage 

Air freight/overnight letters 

Information technology programming time 

Fiscal Intermediary Expenses 
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Page 8 of8 

5/30/08 

$0. l 0 per insert 
$1 .00 per packet 

Time and materials 

$175.00 per hour 

Checks written to third parties (Administrative fee beyond first 5 $10.00 per check 
checks authorized by CHN) 

Faxing to phannacies upon request by CHN $0.10/page 

Patient and Prescnoer Satisfaction Surveys 

Assistance in development and draft(s) of patient and prescriber Included 
satisfaction surveys 

Printing, photocopying, and distribution to participants done by Fee to be mutually agreed upon 
CONTRACTOR at CHNY'S request 

Tabulating, electronic reporting of results, and distribution of Fee to be mutually agreed upon 
results to be done by CONTRACTOR at CHN'S request 

COMPENSATION 

A. In no event shall CHN be financially responsible for more than the amount set forth in Section 5 in this 
Agreement without there first being a modification of the Agreement. 
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FEES 

1. Prescription processing professional fee 

CHN wilI pay a professional fee of $10.00 per replenishment prescription dispensed through 
participating pharmacies named in this contract to CHN eligible patients covered by this contract. 

2. Reimbursement for drug cost 

Drugs dispensed to CHN patients under this contract shall be replaced to the dispensing 
participating pharmacy, and there shall be no remuneration for these drugs except for the 
following: 

A. Schedule II controlled substances shall be reimbursed and not replenished'. The following 
formula shall apply: 

Brand name drogs: 
Average Wholesale Price (A WP) Jess 15% plus a $2 Dispensing Fee 

Generic drugs: 
Lower of AWP less 20%, HCFA MAC or third party administrator's proprietary MAC 
plus $2 Dispensing Fee 

B. Drugs that have not reached the agreed upon repl.enishment point 180-days after being 
dispensed shall be reimbursed. The following fonnula shall apply: 

Brand name drugs: 
Average Wholesale Price (A WP) less. 15% l~ss $8 per prescription dispensed during the 
180-day replenishment period 

Generic drugs: 

3. Clabns 

Lower of AWP less 20%, HCFA MAC or third party administrator's proprie1ary MAC, 
less $8 per prescription dispensed during the 180-day replenishment period 

A. Prescriptions and claims submitted to Medicaid, Medicare or ADAP shall not be submitted 
for payment or replenishment to CHN. 

B. Contractor shall reverse CHN claim and prescription processing fee, and bill identified 
appropriate payer for claims found to have been erroneously billed to CHN. 
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1. HIPAA 

AppendixD 
Additional Terms 

The parties acknowledge that CITY is a Covered Entity as defined in the Healthcare Insurance Portability and 
Accountability Act of 1996 ("HIPAA") and is therefore required to abide by the Privacy Rule contained therein. 
The parties further agree that CONTRACTOR falls within the following definition under the HIP AA regulations: 

D A Covered Entity subject to HIP AA and the Privacy Rule contained therein; or 

[8J . A Business Associate subject to the te1ms set forth in Appendix E; 

D Not Applicable, CONTRACTOR will no(have access to Protected Health Information. 

2. THIRD PARTY BENEFICIARIES 
No third parties are intended by the parties hereto to be third party beneficiaries under this Agreement, and no 

action to enforce the terms of this Agreement may be brought against either party by any person who is not a party 
hereto. 

3. MATERIALS REVIEW 

CONTRACTOR agrees that all materials, including without limitation print, audio, video, and electronic 
materials, developed, produced, or distributed by personnel or with funding under this Agreement shall be subject to 
review and approval by the Contract Administrator prior to. such production, development or distribution. _ 
CONTRACTOR agrees to provide such materials sufficiently in advance of any deadlines to allow for adequate 
review. CITY agrees to conduct the review in a manner which does not impose unreasonable delays on 
CONTRACTOR'S work, which may include review by members of target communities. 



AppendixE 
BIPAA BUSINESS ASSOCIATE ADDEJIH>UM 

This Exhibit contains requirements set forth in the Health Insurance Portability and Accountability Act (HIPAA).of 
1996, Public Law 104-191 and the regulations promulgated thereunder by the U.S. Department of Health and 
Human Services and other applicable laws. The City and County of San Francisco, referred to in this agreement as 
CITY, is the Covered Entity and is referred to below as CE. The CONTRACTOR is the Business Associate, and is 
referred to below as Associate. The agreement between CITY and CONTRACTOR to which this Addendum is 
attached is referred to in this Addendum as the Contract. 

This HIP AA Business Associate Addendum ("Addendum") supplements and is made a part of the contract 
("Contract") by and between Covered Entity ("CE") and Business Associate ("Associate"), [and is effective as of 
April 14, 2003 for existing contracts and the effective date for future contracts). 

RECITALS 

A. CE wishes to disclose certain information to Associate pursuant to the terms of the Contract, some of 
which may constitute Protected Health Information ("Pill") (defined below). 

B. CE and Associate intend to protect the privacy and provide for the security of Pill disclosed to 
Associate pursuant to the Contract in compliance with the Health Insurance Portability and Accountability Act of 
1996, Public Law 104-191 ("HIPAA") and regulations promulgated .thereunder by the U.S. Department of Health 
and Human Services (the "HIP AA Regulations") and other applicable laws. 

C. As part of the HIP AA Regulations, the Privacy Rule (defined below) requires CE to enter into a 
contract containing specific requirements with Associate prior to the disclosure of PHI, as set forth in, but not 
limited to, Title 45, Sections 164.502(e) and 164.504(e) of the Code of Federal Regulations ("CFR") and contained 
in this Addendum. 

In consideration of the mutual promises below and the exchange of information pursuant to th.is Addendum, the 
parties agree as follows: 

1. Definitions. 

A. Business Associate shall have the meaning given to such term under the Privacy Rule, including, but 
not limited to, 45 CFR Section 160.103. 

B. Covered Entity shall b.ave the meaning given to such tenn under the Privacy Rule, including, but not 
limited to, 45 CFR Section 160.103. · 

C. Data Aggregation shall have the meaning given to such term under the Privacy Rule, including, but 
not limited to, 45 CFR Section 164.501. 

D. Designated Record Set shall have the meaning given to such tenn under the Privacy Rule, including, 
but not limited to, 45 CFR Section 164.501. 

E. Health Care Operations shall have the meaning given to such term under the Privacy Rule~ 
including, but not limited to, 45 CFR Section 164.501. 

F. Privacy Rule shall mean the HIP AA Regulation that is codified at 45 CFR Parts 160 and 164. 

G. Protected Health Information or PHI means any information, whether oral or recorded in any form 
or medium: (i) that relates to the past, present or future physical or mental condition of an individual; the provision 
of health care to an individual; or the past, present or future payment for the provision of health care to an 
individual; and (ii) that identifies the individual or with respect to which there is a reasonable ba8is to believe the 
infonnation can be used to identify the individual. and shall have the meaning given to such term under the Privacy 
Rule, including, but not limited to, 45 CFR Section 164.501. [45 CPR§§ 160.103 and 164.501) 

H. Protected Information shall mean PHI provided by CE to Associate or created or received by 
Associate on CE's behalf. 



2. Obligations of Associate. 

A. Permitted Uses. Associate shali not use Protected Information except for the purpose of performing 
Associate's obligations under the Contract and as permitted under the Contract and Addendum. Further, Associate 
shall not use Protected lnfonnation in any manner that would constitute a violation of1he Privacy Rule if so used by 
CE except that Associate may use Protected Information (i) for the proper management and administration of 
Associate, (ii) to carry out the legal responsibilities of Associate, or (iii) for Data Aggregation purposes for the 
Health Care Operations of CE. [45 CFR §§ 164.504(e)(2)(i), 164.504(e)(2)(ii)(A) and 164.504(e)(4)(i)] 

B. Permitted Disclosures. Associate shall not disclose Protected Information except for the purpose of 
perfonning Associate's obligations under the Contract and as permitted under the Contract and Addendum or in any 
manner that would consti1.ute a violation of the Privacy Rule if disclosed by CE, except that Associate may disclose 
Protected Information (i) for the proper management and administration of Associate; (ii) to carry out the legal 
responsibilities of Associate;{ iii) as required by law, or (iv) for Data Aggregation purposes for the Health Care 
Operations of CE. 

To the extent that Associate discloses Protected Information to a third party, Associate must obtain, prior to making 
any such disclosure, (i) reasonable assurances from such third party that such Protected Information will be held 
confidential as provided pursuant to this Addendum and only disclosed as required by law or for the purposes for 
which it was disclosed to such third party, and (ii) an agreement from such third party to immediately notify 
Associate of any breaches of confidentiality of the Protected Information, to the extent it has obtained knowledge of 
such breach. [45 CFR §§ 164.504(e)(2)(i), 164.504(e)(2)(i)(B), 164.504(e)(2Xii)(A) and 164.504(e)(4)(ii)] 

C. Appropriate Safeguards. Associate shall implement appropriate safeguards as are necessary to 
prevent the use or disclosure of Protected Information otherwise than as permitted by this Contract. [ 45 CFR § 
164.504(e)(2)(ii)(B)] Associate shall maintain a comprehensive written information privacy and security program 
that includes administrative, technical and physical safeguards appropriate to the size and complexity of the 
Associate's operations and--the nature and scope of its activities.· 

D. Reporting of Improper Use or Disclosure. Associate shall notify the compliance Qffice of CE in 
writing of any use or disclosure of Protected Information otherwise than as provided for by the Contract and this 
Addendum within five (5) days of becoming aware of such use or disclosure. [45 CPR§ 164.504(e)(2)(ii)(C)]. Such 
notice shall be sent to: DPH Compliance Office, 2789 Twenty-fifth Street, San Francisco, CA 94110 or can be sent 
via e-mail to CHN_Hotline@chnsf.org. 

E. Associate's Agents. Associate shall ensure that any agents, including subcontractOrs, to whom it 
provides Protected Information. agree in writing to the same restrictions and conditions that apply to Associate with 
respectto such PHI. [45 CFR § 164.504(e)(2)(D)] Associate shall implement and maintain sanctions against agents 
and subcontractors that violate such. restrictions and conditions and shall mitigate the effects of any such violation. 
(See 45 CFR §§ 164.530(f) and 164.530(e)(l)) 

F. Access to Protected Information. Associate shall make Protected Information maintained by 
Associate or its agents or subcontractors in Designated Record Sets available to CE for inspection a,nd copying 
within ten (10) days of a request by CE to enable CE to fulfill its obligations under the Privacy Rule, including, but 
not limited to, 45 CFR Section 164.524. [45 CFR § 164.504(e)(2)(iiXE)] 

G. Amendment of Pm. Within ten {l 0) days of receipt of a request from CE for an amendment of 
Protected Information or a record about an individual contained in a Designated Record Set, Associate or its agents 
or subcontractors shall make such Protected Information available to CE for amendment and incorporate any such 
amendment to enable CE to fulfill its obligations under the Privacy Rule, including, but not limited to, 45 CFR 
Section 164.526. If any individual requests an amendment of Protected Information directly from Associate or its 
agents or subcontractors, Associate must notify CE in writing withfo. five (5) days oft;he request Any approval or 
denial of amendment of Protected Information maintained by Associate or its agents or subcontractors shall be the 
responsibility of CE. [45 CPR§ 164.504(e)(2)(ii)(F)J 



H. Accounting Rights. Within ten (10) days of notice by CE of a request for an accounting of 
disclosures of Protected Infonnation, Associate and its agents or subcontractors shall make available to CE the 
information required to provide an accounting of disclosures to enable CE to fulfill its obligations under the Privacy 
Rule, including, but not limited to, 45 CFR Section 164.528, as determined by CE. Associate agrees to implement a 
process that allows for an accounting to be collected and maintained by Associate and its agents or subcontractors 
for at least six (6) years prior to the request, but not before the compliance date of the Privacy RuJe. At a minimum, 
such information sha11 include: (i) the date of disclosure; (ii) the name of the entity or person who received Protected 
Information and, if known, the address of the entity or person; (iii) a brief description of Protected Information 
disclosed; and (iv) a brief statement of purpose of the disclosure that reasonably informs the individual of the basis 
for the disclosure, or a copy of the individual's authorization, or a copy of the written request for disclosure. In the 
event that the request for an accounting is delivered directly to Associate or its agents or subcontractors, Associate 
shalJ within five (5) days of a request forward it to CE in writing. It shall be CE's responsibility to prepare and 
deliver any such accounting requested. Associate shall not disclose any Protected Information except as set forth in 
Sections 2.b. of this Addendum. [45 CFR §§ 164.504(e)(2)(ii)(G) and l 65.528] 

I. Governmental Access to Records. Associate shall make its intemai practices, books and records 
relating to the use and disclosure of Protected Infonnation available to CE and to the Secretary of the U.S. 
Department of Health and Human Services (the "Secretary") for pwposes of detennining Associate1s compliance 
with the Privacy Rule. [45 CFR § 164.504(e)(2)(ii)(H}] Associate shall provide to CE a copy of any Protected 
Information that Associate provides to the Secretary concurrently with providing such Protected Information to the 
Secretary. 

J. Minimum Necessary. Associate (and its agents or subcontractors) shall only request, use and disclose 
the minimum amount of Protected Information necessary to accomplish the pwpose of the request, use or disclosure. 
[45 CFR § 164.514(d}(3)] 

K. Data Ownership. Associate acknowledges that Associate has no ownership rights with respect to the 
Protected Information. 

L. Retention of Protected Information. Notwithstanding Section 3.c of this Addendum, Associate and 
its subcontractors or agents shall retain all Protected Information throughout the term of the Contract and shall 
continue to maintain the information required under Section 2.h of this Addendum for a period of six.(6) years after 
termination of the Contract (See 45 CFR §§ 164.5300)(2) and 164.526(d). [Note: Section 164.5300)(2) requires 
retention of records for six years from their creation, but the standard of six years after tennination of the Contract 
may be easier to implement.)] 

M. Notification of Breach. During the term of this Contract, Associate shall notify the Compliance 
Office of the CE within twenty-four {24) hours of any suspected or actual breach of security, intrusion or 
unauthorized use or disclosure of PHI of which Associate becomes aware and I or any actual or suspected use or 
disclosure of data in violation of any applicable federal or state laws or regulations. Associate shall take (i) prompt 
corrective action to cure any such deficiencies and (ii) any action pertaining to such unauthorized disclosure 
required by applicable federal and state laws and regulations. (This provision should be negotiated) 

Notification can occur through use of e-mail or by telephone. The Compliance Office E-mail address is 
CHN Hotline@chnsf.org and the telephone numbers are: (415) 642-5790 and (415) 252-3078. 

N. Audits, Inspection and Enforcement Involving the Use of Protected Information. Within ten (10) 
days of a written request by CE, Associate and its agents or subcontractors shall allow CE to conduct a reasonable 
inspection of the facilities, systems, books, records, agreements, policies and procedures relating to the use or 
disclosure of Protected Information pursuant to this Addendum for the pwpose of determining whether Associate 
has complied with this Addendum;·provided. however, that (i) Associate and CE shall mutually agree in advance 
upon the scope, timing and location of such an inspection, (ii) CE shall protect the confidentiality of all confidential 
and proprietary information of Associate to which CE has access during the course of such inspection; and (iii) CE 
shall execute a nondisclosure agreement, upon terms mutually agreed upon by the parties, if requested by Associate. 
The fact that CE inspects, or fails to inspect, or has the right to inspect, Associate's facilities, systems, books, 
records, agreements, policies and procedures does not relieve Associate of its responsibility to comply with this 
Addendum. nor does CE's (i) failure to detect or (ii) detection, but failure to notify Associate or require Associate's 
remediation of any unsatisfactory practices, constitute acceptance of such practice or a waiver of CE's enforcement 
rights under this Contract (This provision should be negotiated) 



3. Termination. 

A. Material Breach. A breach by Associate of any material provision of this Addendum. as detennined 
by CE, shall constitute a material breach of the Contract and shall provide grounds for immediate termination of the 
Contract by CE pursuant to Section 20 of the Contract. [45 CPR§ 164.504(e)(2)(iii)] 

B. Judicial or Administrative Proceedings. CE may terminate this Contract, effective immediately, if 
(i} Ass.ociate is named as a defendant in a criminal proceeding for a violation ofHIPAA, the HIPAA Regulations or 
other .security or privacy laws or (ii) a fmding or stipulation that the Associate has violated any standard or 
requirement of HIP AA, the HIP AA Regulations or other security or privacy laws is made in any administrative or 
civil proceeding in which the party has been joined. 

C. Effect of Termination. Upon termination of this Contract for any reason, Associate shal~ at the 
·option of CE, return or destroy all Protected Information that Associate or its agents or subcontractors still maintain 
in any form, and shall retain no copies of such Protected Infonnation. If return or destruction is not feasible, as 
determined by CE, Associate shall continue to extend the protections of Section 2 of this Addendum to such 
infonnation, and limit further use of such PHI to those purposes that make the return or destruction of such PHI 
infeasible. [45 CFR § 164.504(e)(ii)(2)(I)] IfCE elects destruction of the PHI, Associate shall cenify in writing to 
CE that such PHI has been destroyed. 

4. Disclaimer. CE makes no warranty or representation that compliance by Associate with this Addendum, 
HIP AA or the HIP AA Regulations will be adequate or satisfactory for Associate's own purposes. Associate is solely 
responsible for all decisions made by Associate regarding the safeguarding of PID. 

5. Certfication. To the extent that CE detennines that such examination is necessary to comply with CE's legal 
obligations pursuant to HIP AA relating to certification of its security practices, CE or its authorized agents or 
contractors, may, at CE's expense examine Associate's facilities, systems, procedures and records as may be 
necessary for such agents or contractors to certify to CE the extent to which Associate's security safeguards comply 
with HIP AA, the HIP AA Regulations or this Addendum. 

6. Amendment. The parties acknowledge that state and federal laws relating to data security and privacy are 
rapidly evolving and that amendment of this Contract may be required to provide for procedures to ensure 
compliance with such developments. The parties specifically agree to take such action as is necessary to implement 
the standards and requirements of HIP AA, the Privacy Rule and other applicable laws relating to the security or 
confidentiality of Pm. The parties understand and agree that CE must receive satisfactory written assurance from 
Associate that Associate will adequately safeguard all Protected Information. Upon the request of either party, the 
other party agrees to promptly enter into negotiations concerning the terms of an amendment to this Addendum 
embodying written assurances consistent with the standards and requirements of HIP AA, the Privacy Rule or other 
applicable Jaws. CE may terminate this Contract upon thirty (30) days written notice in the event (i) Associate does 
not promptly enter into negotiations to amend this Contract when requested by CE pursuant to this Section or (ii) 
Associate does not enter into an am.endment to this Contract providing assurances regarding the safeguarding of PHI 
that CE, in its sole discretion, deems sufficient to satisfy the standards and requirements of HIP AA and the Privacy 
Rule. 

8. Assistance in Litigation or Administrative Proceedings. Associate shall make itself, and any 
subcontractors, employees or agents assisting Associate in the performance of its obligations under this Contract, 
available to CE, at no cost to CE, to testify as witnesses, or otherwise, in the event of litigation or administrative 
proceedings being commenced against CE, its directors, officers or employees based upon a claimed violation of 
HIP AA; the Privacy Rule or other laws relating to security and privacy, except where Associate or its subcontractor, 
employee or agent is a named adverse party. 

9. No Third Party Beneficiaries. Nothing express or implied in this Contract is intended to confer, nor shall 
anything herein confer, upon any person other than CE, Associate and their respective successors or assigns, any 
rights, remedies, obligations or liabilities whatsoever. 

10. Effect on Contract. Except as specifically required to implement the purposes of this Addendum, or to the 
extent inconsistent with this Addendum, all other terms of the Contract shall remain in force and effect. 

11. Interpretation. The provisions of this Addendum shall prevail over any provisions in the Contract that may 
conflict or appear inconsistent with any provision in this Addendum. This Addendum and the Contract shall be 
interpreted as broadly as necessary to implement and comply with HIP AA and the Privacy Rule. The parties agree 
that any ambiguity in this Addendum shall be resolved in favor of a meaning that complies and is consistent. with 
HIP AA and the Privacy Rule. 
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, pOLICV NUMBER: 72UUNUS3775 

Medlm.pact Healthcare Systems, Inc. 
COMMERCIAL GENERAL UABILIT\'. 

THIS ENDORSEMENT CHANGES THE POUCY. PLEASE READ IT CAREFULLY. 

PRIMARY·ADDlTIONAL INSURED 
AM.ENDMENT OF CONDITIONS 

This endorsement modifi~s insurance provided under the following: 

COMMERCIAL GE~ERAL LIABILITY CQVERAGE PART 

SCHEDULE. 

Name of Person or Organization: 

City M.d County of San Fxan~t its officers, agent.s arid employees 

(If no entry appears above, infonnation required to complete this endorsement will be shown In the Declarations as 
applicable to this endorsement. · 

With respect to insurance provided to the person or 
organization shown 'in the Schedule of this Endorsement, 
Condition 4. Other lnsurance ls replaced by the 
following; 

4. other Insurance. 

If other valid and collectible insurance is available for 
a loss we cover under Coverages A and B of thls 
Coverage Part, our obligations are limited as follows: 

a. P~mary Insurance 
This insurance Is primary and we will not seek 
contribution from other insurance avaUable to 
the person or organization shown in ·the 
Schedule of this endorsement except when b. 
below applies. 

b, Excess Insurance 

This insurance is excess over any of the other 
insurance whether primary, excess, pontingent 
or on any other basis: 

Fonn HC 24 0811 94 

(1) That is Rre,. Extended Coverage, Builder's 
· Risk, Installation Risk or similar coverage 
tor ''your work;" 

(2) That is Fire Insurance for premises rented to 
you; or 

(S) ff the loss arises out of the maintenance or 
use of aircraft,· "autos" or watercraft to the 
extent not subject to Exclusion g. of 
Coverage A (Section I). 

When this insuranoe is excess, we wm have no 
duty uryder Coverage A or B to defend any claim 
or "suit" that any o1her Insurer has a duty to 
defend. If no. other insurer defends, we wlll 
undertake to do so, but we will be entitled to the 
if1sured's rights a~~t all those other insurers. 
When this insurance is excess over other 
insurance, we will pay only our share of the 
amount of the loss, if any, that exceeds the sum 
of: · 

Page 1 of2 

@ 1995 ITT Hartford Insurance Group 
{Includes copyrighted materlaJ. of Insurance Services Office 

with tts permission. Copyright, Insurance Services Office, 1995) 



Elizabeth 
Fitzgerald/ AOMSVC/SFGOV 
04/15/2008 03:26 PM 

Junko,· 

To Junko Creft/DPH/SFQOV@SFGOV, Yvonne 
Eokhoff/DPH/SFGOV@SFGOV 

cc 

bee 

Suqject Re: Medlmpact - Insurance waiver reQUe$tm! 

We have reviewed Medlmpact's request. please see our comments. 

The General/ Auto Liability, and Excess coverages e1q>ired today Apn1 15, 2008. Must submit renewal 
documents 
ProfeS$ional Liability expired April 7, 2008. Must submit renewal documents. 

If the Hired Auto and Nor.1-0wned Auto coverage shares the same policy as the General Liability. the 
endorsement for the General Liability applies for both coverages. · 

I don't.know whet the issue is with the Professional Liability. Appendix C requires $5MM and $100,000 
deductible. Contrnotors should determine their own deductibles as it impacts the premium. 

· Revision to Section 1-5. (g) you can eliminate the phrase •that are authorized to do business in the State of 
Califomia ". many insurance carriers that are not authorized to do business in California go through surplus lines 
which is permitted by the California Department of Insurance. This authorization is granted solely for this 
contract. 

With regard to Section 1 5. (c), the City will not waive the requirement to notify the City regarding the 
"reduction of insurance". _ 

Elizabeth Fitzgerald 
Risk Analyst 
Risk Management Division 
25 Van Ness Avenue, Ste. 410 
San Francisco, CA 94102 
Tel. 415-554-2303 
Fax 415-554-2357 
Email: elizabeth.fitzgerald@sfgov.org 

Junko Craft/DPH/SFGOV 

Hi, Elizabeth, 

Junko Craft/bPH/SFGOV 

04/15/2008 02:47 PM To. Elizabeth Fttzeerald/ADMSVO/SFGOV@SFGOV 

c:e 

Subject Re: Mtidlmpact - Insurance waiver reciuest~ 

I understand that you have received the certificate and Additional Insured Endorsement I faxed this morning. 

Please let us know the status of your review. 

Thanks! 

Junko Craft 
CBHS-COntract 
City and County of San Francisco 
Department of Public Health 


