


CLINIC SERVICES AGREEMENT
This Clinic Services Agreement (this “Agreement”) is made and entered into as of this 17th day of March, 2026 (the “Effective Date”), by and between Public Hospital District No. 2, San Juan County, Washington, doing business as Lopez Island Hospital District (“LIHD”), a Washington municipal corporation, and Sea Mar Community Health Centers (“Sea Mar”), a Washington nonprofit corporation.
RECITALS
A. LIHD was created as a public hospital district covering Lopez Island pursuant to a ballot proposition approved by the voters residing within the boundaries of the public hospital district in April 2017.
B. LIHD is organized under Chapter 70.44 RCW for the purpose of providing health care services to the residents of the public hospital district and other persons served by LIHD.
C. LIHD entered into an Agreement for Clinic Support, dated June 15, 2017, with UW Physicians Network (“UWPN”) to operate and manage a primary care clinic on Lopez Island (the “UWPN Clinic Support Agreement”) in a building owned by Catherine Washburn Medical Association (“CWMA”) located at 103 Washburn Place, Lopez Island, Washington (the “Clinic”) under the terms of a lease between CWMA, as landlord, and UWPN, as tenant.
D. UWPN was granted the right to occupy the Clinic pursuant to the terms of a Medical Office and Equipment Lease Agreement, effective October 1, 2023, between CWMA as landlord and UWPN as tenant (the “UWPN Lease Agreement”).
E. UWPN has provided notice to LIHD and CWMA that it desires to terminate the UWPN Clinic Support Agreement and the UWPN Lease Agreement effective June 29, 2026.
F.  Sea Mar is organized as a federally qualified health center committed to providing quality, comprehensive health, human, housing, educational and cultural services to diverse communities and operates health clinics throughout the western part of Washington State.
G. LIHD, CWMA and Sea Mar desire to promote access to high quality patient care within the boundaries of LIHD by having Sea Mar assume the operation of the Clinic immediately following the termination of the UWPN Clinic Support Agreement and the UWPN Lease Agreement pursuant to the terms of a clinic services agreement between LIHD and Sea Mar and a medical office and equipment lease agreement between CWMA and Sea Mar.
H. In furtherance of the foregoing, LIHD and Sea Mar desire to formalize their agreement regarding Sea Mar’s  operation of the Clinic upon the terms and conditions set forth in this Agreement.
NOW, THEREFORE, in consideration of the mutual covenants set forth in this Agreement, and other good and valuable consideration, the adequacy of which is hereby acknowledged, and intending to be legally bound, the parties hereto agree as follows:
1. Relationship of Parties.  It is mutually understood and agreed that LIHD and Sea Mar are at all times acting and performing as independent contractors.  The parties acknowledge that neither is the employee of the other and that each is an independent contractor with respect to the other.  Each party is solely responsible for and shall comply with all state and federal laws pertaining to employment taxes, income withholding, unemployment compensation contributions and other employment-related statutes applicable to that party.  LIHD shall neither have nor exercise any control over the professional medical judgment or methods used by Sea Mar or its health care providers in the performance of services under this Agreement.  However, Sea Mar agrees that Sea Mar and its health care providers shall at all times perform their duties and functions in strict conformance with currently approved practices in their field of medicine and in a competent and professional manner.  Nothing in this Agreement shall be construed as creating or constituting a partnership between LIHD and Sea Mar.
2. Obligations of Sea Mar.
2.1 Engagement to Operate a Clinic and Provide Primary Care Services.  Beginning on June 29, 2026 (the “Service Commencement Date”) and continuing during the term of this Agreement, and subject to the terms and conditions of this Agreement, LIHD engages Sea Mar to operate, and Sea Mar agrees to operate, a federally qualified health center on Lopez Island (the “Clinic”) and agrees to provide primary care services to the residents of Lopez Island and other persons served by LIHD.
2.2 Clinic.  Sea Mar shall operate and manage the Clinic at 103 Washburn Place, Lopez Island, Washington.  Sea Mar shall enter into a lease agreement with CWMA granting it the right to occupy the Clinic and use the related equipment (the “Clinic Lease”).  Sea Mar shall use reasonable business efforts to cooperate with UWPN, LIHD, and CWMA to ensure a smooth transition of the Clinic operations from UWPN to Sea Mar and the continuation of primary care services.
2.3 Clinic Operations.  Except as otherwise provided in this Agreement, Sea Mar will operate the Clinic in a manner consistent with the manner in which it operates its other federal qualified health centers.  Sea Mar will have sole responsibility for all aspects of operation and management including, but not limited to, hiring of personnel, scheduling of patients, contracting with vendors and suppliers, and purchasing of supplies. Sea Mar will also be responsible for human resources, financial management, and legal compliance. Except as otherwise specified in this Agreement, Sea Mar will be solely responsible for all decisions regarding the branding and marketing and the hours of operation of the Clinic, taking into account the historic patient volumes as well as the needs of the Lopez Island community for adequate access to primary care medical services. Additional obligations of Sea Mar with respect to the operation of the Clinic are identified in Exhibit A attached hereto. Sea Mar will provide written notice to LIHD prior to implementing any material changes to Clinic operations.    
2.4 Provision of Equipment and Supplies by Sea Mar.  Except for the equipment leased to Sea Mar use under the Clinic Lease, Sea Mar shall be responsible for the procurement, purchasing, maintenance and repair of all medical supplies, equipment, office supplies, clinical supplies as are reasonably necessary to provide the health care services and other services required by this Agreement. 
2.5 Practice Management and Billing Services.  Sea Mar shall obtain and maintain all necessary licenses, provider numbers, certifications, or other items necessary to bill for services provided at the Clinic in the name of, and on behalf of, Sea Mar.  Sea Mar shall bill and collect all fees for professional services rendered at the Clinic by Sea Mar and its employees and agents.  The accounts receivable and fees collected for services provided by Sea Mar under the terms of this Agreement shall be owned by Sea Mar.  
2.6 Qualifications of Sea Mar and its Providers.  Throughout the time period covered by this Agreement, Sea Mar shall maintain in good standing and shall ensure that each one of its employees and agents who provides services at the Clinic maintains in good standing under applicable laws and regulations all required licenses and registrations to perform Sea Mar duties and obligations as required by this Agreement, including all eligibility requirements applicable to a federally qualified health center.  Sea Mar represents and warrants that neither it nor any of its directors, officers, employees, independent contractors, or agents is or has ever been sanctioned, barred from participation in or excluded from any federal or state health care program, specifically including Medicare or Medicaid.  Sea Mar shall notify LIHD in writing within seven (7) days if it or any of its directors or officers, or any of its employees, independent contractors, or agents who provide services at the Clinic, is sanctioned, barred from participation in or excluded from any such program.  Sea Mar also shall notify LIHD in writing within seven (7) days whenever any of the following events occur with respect to the services it provides at the Clinic:  (a) any actual change, suspension, or revocation relating to any such license or registration described herein; (b) any type of disciplinary action is taken against any health care provider performing services at, or otherwise on behalf of, Sea Mar; (c) any investigation is formally initiated or commenced against Sea Mar by any organization including, but not limited to, an insurance company, or governmental agency or unit that if concluded adversely to Sea Mar would result in any change, suspension or revocation relating to any license or registration required to be maintained by Sea Mar under the terms of this Agreement; (d) any malpractice claim is asserted, filed, or decided against any health care provider performing services at, or otherwise on behalf of, Sea Mar; and (e) any other event that could materially affect Sea Mar’s ability to fully perform according to the terms of this Agreement. 
2.7 Compliance with the Law.  Sea Mar shall provide services to Clinic patients under the terms and conditions of this Agreement and in compliance with all applicable laws and shall provide necessary written documentation of such services as required by state and federal regulations and applicable third-party reimbursement sources.  Without limiting the generality of the foregoing, Sea Mar shall further ensure that its practices and procedures are fully in compliance with all applicable regulations related to the Health Insurance Portability and Accountability Act, as amended from time to time.
2.8 Taxes.  Sea Mar is solely responsible for all business and occupation taxes payable in connection with the operation of the Clinic.
2.9 Access to Books and Records.  Sea Mar shall prepare and maintain, on a timely basis, complete and accurate medical, financial, and other records, reports, claims and correspondence relating to the services and treatment rendered by Sea Mar at the Clinic (collectively referred to as the “Records”).  The Records shall remain the property of Sea Mar.  LIHD shall have no ownership interest in the Records.     Sea Mar shall maintain and keep the Records confidential and shall comply with any and all legal requirements related to the confidentiality of the Records, including the federal Health Insurance Portability and Accountability Act of 1996, Public Law 104-191 and all rules and regulations promulgated thereunder (HIPAA) and the Washington State Uniform Health Care Information Act, chapter 70.02 RCW.
3. Obligations of LIHD.
1.1 Compliance With Applicable Laws.  LIHD shall comply with all applicable federal, state, and local laws, regulations, and restrictions in the conduct of its obligations under this Agreement.
1.2 Interruption of Services.  LIHD shall not be liable for any loss, injury or damage to person or property caused by or resulting from any variation, interruption, or failure of such services due to any causes whatsoever. 
1.3 Compensation during the Term.  In return for the services provided during the Term (as defined below), LIHD agrees to pay Sea Mar the amounts specified below. 
1.3 Startup Payment. LIHD shall provide Sea Mar with an initial payment to cover expenses incurred by Sea Mar prior to the Service Commencement Date related to Sea Mar’s startup of the Clinic (e.g., installation of IT connections).  The amount to be paid by LIHD shall include (a) an amount not to exceed $106,218.00 to cover the initial cost of installing Sea Mar’s information technology system in the Clinic, which amount shall not be included as an operating cost under section 3.3.2 or subject to  the reconciliation process described therein, and (b) $281,027.00 to cover other initial startup costs related to the Clinic, which amount shall be included as an operating cost under section 3.3.2 and subject to the reconciliation process described therein.  The payment shall be paid within 30 days of Sea Mar presenting LIHD with an invoice in writing describing in reasonable detail the expenses for which it is seeking reimbursement with appropriate backup.
1.3 Annual Operating Losses. LIHD shall pay Sea Mar a subsidy to cover Sea Mar’s annual operating losses with respect to the operation of the Clinic up to a maximum annual funding amount (as defined below).
(a) "Operating Loss" shall be defined as the actual loss from Clinic operations calculated as  actual revenue less operating expenses for the measurement period.
(b) Except for the initial nine months of this Agreement, the Operating Loss shall be calculated on a fiscal year basis.  The Operating Loss shall be calculated on an accrual basis and shall include Medicare and Medicaid cost report adjustments.  The fiscal year shall be the fiscal year adopted by Sea Mar (April 1- March 31).
(c) Sea Mar and LIHD shall meet prior to the Service Commencement Date to establish the budget for the Clinic for the period beginning June 29, 2026, and ending March 31, 2027, and to determine the amount of the subsidy to be provided by LIHD.  The form of the budget shall be consistent with the form specified in Exhibit B.  Thereafter, Sea Mar and LIHD shall meet no later than 60 days prior to the beginning of the next fiscal year to establish the budget for the Clinic for the fiscal year, and to determine the amount of the subsidy to be provided by LIHD, if any.  The budget prepared by Sea Mar shall include estimated visits, revenue, deductions from revenue and net revenue. The budget shall also include all direct expenses, such as wages/salaries and benefits, supplies, lease, marketing,  and an overhead allocation that shall not exceed 5.0% of Sea Mar’s direct expenses. 
(d) LIHD shall pay Sea Mar on a quarterly basis beginning with the fiscal quarter ending September 30, 2026, an amount equal to one quarter of the budgeted Operating Loss reflected in the budget.  The payment shall be made by LIHD to Sea Mar within fifteen (15) days of the receipt of a billing invoice submitted to LIHD by Sea Mar at the end of each fiscal quarter.
(e) Following the closure of each fiscal year,  Sea Mar shall calculate the actual performance of the Clinic and determine the actual Operating Loss and compare that to the budgeted Operating Loss. If the actual Operating Loss exceeded the budgeted Operating Loss, LIHD shall pay Sea Mar the difference but in no event shall LIHD be required to pay a total annual amount that exceeds the Maximum Annual Funding. If the actual Operating Loss is less than the budgeted Operating Loss, Sea Mar shall apply an amount equal to the amount by which the budgeted Operating Loss exceeded the budgeted Operating Loss as a credit to the next scheduled payment .
(f) If no further payments are scheduled, Sea Mar shall repay LIHD the excess amount within ninety (90) days of completion of said calculation.
(g) Sea Mar shall provide LIHD with reasonable access to financial data related to the actual performance of the Clinic,  within two months of close of each fiscal year quarter, for purposes of reconciling the calculation of the Operating Loss.
1.3 Maximum Funding During Initial Nine Months. The maximum amount of funding that LIHD shall provide during the initial nine (9) months (ending March 31, 2027) of this Agreement to cover an Operating Loss in any fiscal year ("Maximum Funding") shall not exceed $708,108.00. The Maximum Funding to be provided by LIHD in subsequent fiscal years of this Agreement shall be determined by mutual agreement of the parties as part of the annual budgeting process, but in no event shall the Maximum Funding provided by LIHD exceed the amount provided in the initial nine (9) month period without the prior written agreement of the parties.
4. Term and Termination of Agreement.
4.1
Term.  The term of this Agreement shall commence as of the Effective Date, and shall expire on March 31, 2031 (the “Initial Term”).  Following the expiration of the Initial Term, this Agreement shall automatically renew for additional terms of one year each unless either party provides written termination notice to the other party at twelve (12) months prior to the expiration of the Initial Term or any subsequent term.
4.2
Termination Without Cause.  This Agreement may be terminated following the end of the third year of the agreement by either party, at its convenience, upon twelve (12) months prior written notice to the other party.  
4.3
Termination With Cause.  This Agreement may be terminated before the expiration of the Term under the following circumstances:
4.3.1
LIHD’s Substantial Non-Compliance.  LIHD fails substantially to perform any of the terms or conditions of this Agreement if such failure continues for sixty (60) days after Sea Mar has given LIHD written notice of such failure. 
4.3.2
Sea Mar’s Substantial Non-Compliance.  Sea Mar fails substantially to perform any of the terms or conditions of this Agreement if such failure continues for sixty (60) days after LIHD has given Sea Mar written notice of such failure.
4.3.3
Termination for Insolvency.  Either party may terminate this Agreement upon ten (10) calendar days’ prior written notice if:  (i) either party shall apply for or consent to the appointment of a receiver, trustee or liquidator of itself or of all or a substantial part of its assets, file a voluntary petition in bankruptcy, or admit in writing its inability to pay its debts as they become due; (ii) either party shall make a general assignment for the benefit of creditors; (iii) either party shall file a petition or an answer seeking reorganization or arrangement with creditors or take advantage of any insolvency law; or (iv) an order, judgment or decree shall be entered by a court of competent jurisdiction, on the application of a creditor, adjudicating such party as bankrupt or insolvent or approving a petition seeking reorganization or arrangement of such party or appointing a receiver, trustee or liquidator of such party or of all or a substantial part of its assets, and such order, judgment or decree shall continue unstayed and in effect for any period of thirty (30) consecutive calendar days.
4.3.4
Change in Laws or Regulations.  The parties shall reasonably and in good faith amend this Agreement to comply with any legal order issued or proposed to be issued by a federal or state department, agency or commission, or with any provision of law that invalidates or that is inconsistent with the terms of this Agreement or that would likely cause one of the parties to be in violation of the law.  If either party deems it necessary to amend this Agreement as provided in this section and the Amendment is unacceptable to the other party, that other party may choose to terminate this Agreement, without liability; provided, however, that all amounts outstanding pursuant to this Agreement become due and payable according to the Agreement to the extent allowed by law.  
4.4
Continuing Obligations.  Termination of this Agreement shall not release or discharge either party from any obligation, debt or liability which previously shall have accrued and remain to be performed upon the date of termination, including LIHD’s obligation to reimburse Sea Mar for operational losses in accordance with Section 3.3 above and to pay any unpaid fees in accordance with Section 3.4 above.
5. Insurance and Indemnity.
5.1
Insurance.  Sea Mar shall maintain adequate levels of insurance to cover all aspects of the operation and management of the Clinic, including professional and general liability insurance, personal property insurance for Sea Mar-owned property or equipment and workers compensation insurance.  The Federally Supported Health Centers Assistance Act of 1992 and 1995, pursuant to 42 U.S.C. § 233(g)-(n), provides medical malpractice liability protection through the Federal Tort Claims Act (“FTCA”) to deemed health centers.  Coverage through the FTCA shall be deemed to satisfy the professional liability coverage requirements for the purposes of this Agreement.  Evidence of such coverage shall be provided to LIHD by Sea Mar upon request.  Sea Mar will notify LIHD should its coverage be canceled or modified, or if per occurrence or aggregate limits are impaired by fifty percent (50%) or more.
5.2
Indemnity.  To the extent allowed under applicable law, each Party to this Agreement (“Indemnifying Party”) agrees to indemnify and hold harmless the other party (“Indemnified Party”) from and against any and all claims, damages, losses, or costs (including reasonable attorney’s fees) incurred by the other, arising out of or in connection with any negligent act or omission by the Indemnifying Party, its employees, or agents, except to the extent caused by the negligence or intentional misconduct of the Indemnified Party.  Notwithstanding the foregoing, Sea Mar’s indemnification obligations pursuant to this Section 5.2 shall not apply to any claims, damages, losses, or (including, without limitation, reasonable attorneys’ fees) arising out of the negligence or willful misconduct of Sea Mar hereunder that is both (1) covered by the Federal Tort Claims Act (FTCA) and (2) settled and/or resolved by the United States.    
6. Miscellaneous.
6.1 Compliance with Law. Each Party shall carry out its respective activities and obligations in this Agreement in conformance with applicable federal, state, and local laws and regulations, and, where relevant, so as to preserve the respective tax-exempt status of any party or entity. LIHD and Sea Mar agree to comply with the licensure laws and pertinent regulations of the state of Washington, the accreditation standards of any applicable recognized accrediting body and any other requirements of any other regulatory entity having legal authority as to their respective operations. The parties intend this Agreement to comply with all laws, regulations, and requirements applicable to physicians, ambulatory clinics, Medicare and Medicaid participants, and healthcare professionals in general. This Agreement shall be construed in a manner consistent with compliance with such statutes and regulations. If at any time either party has reasonable grounds to believe this Agreement may not conform to evolving requirements or interpretations relevant to such matters, the parties shall immediately reopen negotiations in good faith to bring it into compliance.
6.2 Access to Books and Records. The following clause is included because of the possible application of Section 1861(v)(1)(I) of the Social Security Act to this Agreement; but if that section should be found inapplicable to this Agreement, then this clause shall be deemed not to be part of this Agreement and shall be void: Until the expiration of four (4) years after the furnishing of services under this Agreement, each party shall make available upon written request of the Secretary of Health & Human Services or the Comptroller General of the United States, or any other of their duly authorized representatives, this Agreement and such books, documents and records of the Party as are necessary to certify the nature and extent of the costs hereunder. If either party carries out any of the duties under this Agreement through a subcontract, for the value or cost of $10,000 or more over a 12-month period, with a related organization, such contract shall contain a clause placing the same duty on the subcontractor as this contract places on the party. This clause shall survive the termination of this Agreement according to its terms.
6.3 Cooperation in Compliance. To ensure compliance with all legal and regulatory investigations, audits or similar inquiries, the parties agree to work collaboratively and in good faith to provide ready access to relevant information and documentation maintained by the other party. Access pursuant to these inquiries shall include the right to inspect, copy, and audit accounting, administrative and billing records pursuant to a party's obligations.
6.4 Assignment.  Except as otherwise stated herein or agreed in writing by the parties, neither LIHD nor Sea Mar may assign their respective rights or obligations hereunder without the advance written consent of the other party hereto.
6.5 No Third-Party Rights. The parties do not intend the benefits of this Agreement to inure to any third person not a signatory to this Agreement except as otherwise described in this Agreement. The Agreement shall not be construed as creating any right, claim, or cause of action against any party by any person or entity not a party to this Agreement except as otherwise described in this Agreement.
6.6 No Breach.  Sea Mar assures LIHD that by entering into this Agreement, Sea Mar will not be in breach of any obligation to any third party.
6.7 Governing Law/Venue/Jurisdiction.  This Agreement is governed by and shall be construed in accordance with the laws of the State of Washington.  Jurisdiction and venue of any dispute arising from this Agreement shall be in the San Juan County Superior Court.
6.8 Dispute Resolution.  In the event of a dispute or disagreement between the parties with respect to this Agreement or any aspect of Sea Mar’s management or operation of the Clinic, the parties shall meet and confer in good faith to resolve the dispute informally.  If a dispute with respect to this Agreement cannot be resolved through informal meetings between the leadership of each party, the parties agree that, upon written demand by either party, any and all unresolved disputes shall be referred to mediation conducted by an impartial mediator.  The parties will initially share equally in the fees and costs of mediation and shall each bear their respective attorney fees..  If the parties cannot agree, within fourteen (14) days following demand for mediation by either party on the identity of the mediator, the then Presiding Judge of the Washington State Superior Court for San Juan County, upon an appropriate request which either party may make, shall appoint the mediator.
6.9 Notices.  Any notices or other communications required or contemplated under the provisions of this Agreement shall be in writing and delivered, in person, evidenced by a signed receipt or mailed by certified mail, return receipt requested, postage prepaid, to the addresses indicated below, or to such other persons or addresses as LIHD or Sea Mar may provide by notice to the other.  The date of notice shall be date of delivery if the notice is personally delivered, or three (3) days following the date of mailing if the notice is mailed by certified mail:
If to Sea Mar:
Sea Mar Community Health Centers
1040 S. Henderson St.
Seattle, WA | 98108


Attention:  Rogelio Riojas
If to LIHD:
San Juan County Public Hospital District No. 2, d/b/a Lopez Island Hospital District


P.O. Box 976


Attention:  Superintendent
6.10 Entire Agreement.  This Agreement contains the entire agreement between the parties with respect to the subject matter hereof and supersedes all prior proposals, negotiations, representations, communications, writing, and agreements between LIHD and Sea Mar with respect to the subject matter hereof, whether oral or written.  This Agreement has not been executed in reliance upon any representation or promise except those contained herein.  The parries acknowledge that each has had the opportunity to contribute to the formation of this Agreement with respect to interpreting any ambiguity which may arise hereafter with respect to interpreting any provision hereof.
6.11 Time is of the Essence.  Time is of the essence with respect to this Agreement.
6.12 Amendments.  This Agreement shall not be amended or modified except by a subsequent written agreement between duly authorized representatives of LIHD and Sea Mar.
6.13 Headings and Terminology.  The descriptive headings in this Agreement are for reference only and shall not qualify or affect the meaning of the terms and conditions of this Agreement.  All pronouns used in this Agreement, whether used in the masculine, feminine or neuter gender, shall include all other genders, the singular shall include the plural and vice versa, as the context may require.
6.14 Waiver.  The failure of LIHD or Sea Mar to object to or to take affirmative action with respect to any conduct of the other which is in violation of the provisions of this Agreement shall not be construed as a waiver of that violation or of any future violations of the provisions of this Agreement.  No waiver of any right of any party hereto shall be effective unless set out in a writing signed by each party hereto.
6.15 Severability.  In the event that any sections, paragraphs, sentences, clauses, or phrases of this Agreement shall be found invalid, void and/or unenforceable for any reason, neither this Agreement generally nor the remainder of this Agreement shall be rendered invalid, void and/or unenforceable, but instead each such provision and (if necessary) other provisions hereof, shall be reformed by a court of competent jurisdiction so as to effect, insofar as is practicable, the intention of the parties as set forth in this Agreement.  Notwithstanding the preceding sentence, if such court is unable or unwilling to effect such reformation, the remainder of this Agreement shall be construed and given full force and effect as if such invalid, void and/or unenforceable provisions had not been a part hereof.
6.16 Attorneys’ Fees.  In the event any party hereto employs any attorney to enforce or defend any claim arising out of this Agreement, the prevailing party shall be entitled to recover from the other party all reasonable attorneys’ fees and costs incurred by the prevailing party.
6.17 Recitals.  The terms, provisions and factual statements set forth in the Recitals are incorporated into this Agreement by this reference.
6.18 Facsimile Signatures.  Each of the parties hereto (a) have agreed to permit the use of telecopied signatures in order to expedite the execution of this Agreement, (b) intend to be bound by their respective telecopied signatures, (c) are aware that the other will rely upon the telecopied signature, and (d) acknowledge such reliance and waive any defense to the enforcement of the documents affecting this transaction based on the fact that a signature was sent by telecopy only.
6.19 Counterparts.  This Agreement may be executed in one or more counterparts, each of which shall be deemed an original.  All such counterparts together shall constitute one and the same document.  The signature pages from such counterparts may be assembled together to form a single instrument comprised of all pages of this Agreement and a complete set of all signature pages.
6.20 Confidentiality.  Each party acknowledges that the confidential information of the other party is the valuable property of the party disclosing such information (the “Disclosing Party”).  Each party receiving such information (the “Receiving Party”) shall take all such reasonably necessary precautions to maintain the Confidential Information provided by the Disclosing Party in confidence as the Receiving Party takes with its own Proprietary Information and, except as authorized in writing by the Disclosing Party or as required by law, including the Washington State Public Records Act, shall not disclose the Confidential Information of the Disclosing Party to any third party or use the Confidential Information in any manner except as authorized by this Agreement.  “Confidential Information” means all information of either party that is not generally known to the public, whether of a technical, business, or other nature, including, without limitation, trade secrets, know-how, procedures, processes, and information relating to the technology, business plans, pricing, customers, clients, finances, and other business affairs of such party.
 
IN WITNESS WHEREOF, the parties hereto have executed this Agreement the day and date first above written.
	Public Hospital District No. 2, San Juan County, Washington, d/b/a Lopez Island Hospital District:

	Sea Mar Community Health Centers:


	By


Title


	By


Title




	Date



	Date



	
	


EXHIBIT A—ADDITIONAL SERVICE OBLIGATIONS
\
1. 340B Program Participation.  Sea Mar shall operate a 340B program at the Clinic and on Lopez Island and shall use reasonable business efforts to contract with the existing pharmacy located on Lopez Island as part of its 340B program. 
2. Operational and Quality Reports.  Sea Mar shall provide LIHD with operational reports regarding the Clinic on a monthly basis and quality reports regarding the Clinic on a quarterly basis. After the first year of this Agreements, the operational reports shall be provided by Sea Mar on a quarterly basis.  The operational reports relating to the Clinic shall include data relating to patient utilization statistics, patient access and scheduling, and financial  and operational performance, including a report showing actual performance compared to the budget, and the quality reports relating to the Clinic shall include data relating to the quality of care provided at the Clinic, including data measuring provider quality of care and anonymized patient satisfaction, in a form consistent with the information typically reported by Sea Mar with respect to the operation of its clinics as federally qualified health centers.  The exact form of the reports to be provided to LIHD shall be established by mutual agreement of the parties. 
3. Services. Sea Mar shall provide all health care services required to maintain its federally qualified health center status either directly or by referring patients to other appropriate providers.  The health care services shall include medical direction, preventive care, primary care, mental health, dental, substance use, same day access and telehealth services.   Sea Mar shall also use reasonable business efforts to provide laboratory testing and radiology services requested by treating physicians of residents of Lopez Island who receive services off island as long as the resident is a registered patient of Sea Mar.  In addition to these services, Sea Mar shall provide such other services as may be requested by LIHD from time to time so long as LIHD and Sea Mar first agree on an appropriate additional subsidy to cover the cost of those services.
4. Staffing and Benefits.  Sea Mar shall maintain the level of staffing necessary to provide high quality clinical care to the Clinic’s patients. In general, the staffing levels shall align with the staffing levels and standardized practices established by Sea Mar for its other clinics. Sea Mar, in its sole discretion, may increase or decrease the staffing levels based on changes in the scope of services, patient care needs and patient volumes in the Clinic.  Sea Mar shall use reasonable business efforts to staff the Clinic with no fewer than 1.5 full-time-equivalent medical providers with the understanding that fewer than 1.5 full-time equivalents may be available periodically due to absences resulting from short-term leaves or time required to recruit replacement providers.  However, whenever reasonably possible, Sea Mar shall contract with locum tenens or other temporary medical providers to staff the Clinic when the regular staff is unavailable.  The medical providers shall include at least one allopathic or osteopathic physician.  The other medical providers may include nurse practitioners or physician assistants.
5. Existing Staff.  Sea Mar shall use reasonable business efforts to retain the current medical providers and other employees working at the Clinic in good standing immediately prior the Service Commencement Date including maintaining their current salary levels.  
6. Annual Operating Budget. Sea Mar shall develop an annual budget, substantially in the form specified in Exhibit B, identifying its forecasted revenue and expenses for each fiscal year, including any requested subsidy to be provided by LIHD.  The budget, including any requested subsidy, shall be provided by Sea Mar to LIHD in writing no later than 60 days before the beginning of each fiscal year.
7. Patient Access. Sea Mar  shall provide care to all patients regardless of their ability to pay and will maintain a sliding fee scale for, and offer consultation to, those who may have an inability to pay some or all of the cost of their care.  Sea Mar shall operate the Clinic Monday through Friday from 8 a.m. to 5 p.m., and the parties will confer periodically to consider adding additional operating hours based on an assessment of patient needs and staffing availability.  Sea Mar shall also provide patients with access to after-hours triage and medical advice through its telephonic service during hours that the Clinic is closed.
8. EMS Access to Triage Room. Sea Mar shall provide Lopez Island Fire and EMS, operated by San Juan Fire Protection District No. 4, with access to the Clinic’s triage room 24 hours a day, 7 days a week, to permit Lopez Island Fire and EMS to manage patients who need stabilization and support while awaiting medical transport off  island. 
9. Electronic Health Record. Sea Mar shall install and maintain all information systems necessary for operation of the Clinic including but not limited to: (a) EPIC electronic medical record (EPIC EMR); (b) patient scheduling applications and software; and (c) interfaces with third party software applications. 
10. Liabilities. Sea Mar shall not be required to assume any liabilities of the Clinic that arose prior to Service Commencement Date.  
11. Clinic Name and Marketing.  Sea Mar shall retain the words "Lopez Island" in the Clinic name and as part of the Clinic signage, logos, public relations, advertising, marketing, and other forms of internal and external communications. All press releases regarding the opening of the Clinic will require the approval of both LIHD and Sea Mar. The foregoing notwithstanding, Sea Mar acknowledges that LIHD, in cooperation with the CWMA, may continue to publish the HealthMatters newsletter, which addresses health, medical and wellness issues. If LIHD intends to include information in HealthMatters regarding Sea Mar or its providers (such as a new provider spotlight), LIHD will inform Sea Mar  and obtain its written authorization before distributing the newsletter. 
12. Regular Meetings with LIHD.  Representatives of Sea Mar shall meet with representatives of LIHD and CWMA on a regular basis to discuss each party’s performance under the terms of this Agreement.  The scheduling of the meetings shall be determined by the mutual agreement of the parties but shall begin on a monthly basis.
13. HRSA/CMS Approvals.  Sea Mar shall use reasonable business efforts to obtain the necessary approvals from the Health Resources and Services Administration (HRSA) and the Centers for Medicare & Medicaid Services (CMS) for a change in scope as soon as reasonably possible to coincide with the Service Commencement Date.
EXHIBIT B—FORM OF ANNUAL BUDGET
	Lopez Island
Clinic Projections - 2026
	
	Projected Budget
Gross Revenue
	

	Medicare
	$
	
	1,678,075

	Medicaid
	$
	
	436,551

	Commercial
	$
	
	573,011

	Self-Pay
	$
	
	21,311

	Other
	$
	
	49,967

	Total Gross Revenue
	$
	
	2,758,915

	
	
	Other Revenue
	

	Capitation
	$
	
	89,821

	Enhancement
	$
	
	112,840

	Pool Revenue
	$
	
	106,527

	Total Other Revenue
	$
	
	309,187

	
	
	Contractuals
	

	Medicare
	$
	
	(689,546)

	Medicaid
	$
	
	(251,810)

	Commercial
	$
	
	(302,211)

	Self-Pay
	$
	
	(18,147)

	Other
	$
	
	(39,487)

	Total Contractuals
	$
	
	(1,301,201)

	
	
	
	

	Net Revenue
	$
	
	1,766,901

	
	
	Operating Expense
	

	Salaries + Benefits
	$
	
	1,686,159

	Other Operating
	$
	
	329,775

	Indirect Expense
	$
	
	100,797

	Total Expense
	$
	
	2,116,731

	
	
	
	

	Net Income
	$
	
	(349,830)
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