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Appendix 1.1-1

Facilities

Palomar Medical Center
555 East Valley Parkway
Escondido, CA 92025

Pomerado Hospital
15615 Pomerado Rd.
Poway, CA 920064

Additional Fucility, if and when constructed in accordance with Section 7.8

353784
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Appendix 1,12
List of Health Plan Affillates

Health Plan and the Health Plan Affihates "actively encourage” their Members and subseribers {Members
and subscribers are referred 1 collectively below as "subscnbers”) 1o use contracted providers for non-
cmergency services through the use of financial incentives as described in Section 1395.6(bX2) A} of the
California Health and Safery Code. Under the agreemens by which the Health Plan Aftiliates lisied below
cover thew subscribers' health care, coverage s provided for non-emergency 1 lospital Services oaly it the
services are coversd under those subscribers' agreements.  Services thal arc not covered became the
financial obiigation of the subscribers.

Kaiser Foundation Heulth Plan, Inc.
Kaiser Foundation Health Plan of Colorado
Kaiser Foundation Health Plan of Gieorgia, Inc,
Kaiser Foundation Healsh Plan of the Mid-Atlantie States, Inc.
Kaner Foundaton Health Plan of the Northwest
Kaiser Foundation IHealth Plan of Ghio
Group Health Cuoperative
Kaiser Foundation Hospitals
Kaser Penmanunte Insurance Company
Southern Califorma Permanente Medical Group
The Permanente Medical Group, Ine.
Colorado Permanente Medical Liroup, P.C,
Hawau Permanente Medical € iroup, foc,
Mud-Adantic Permancmie Medical Group, P.C,
Northwest Pernumente. PO Physicinns and Surpeons
Ohio Fermanente Medical Group. Inc.
Permaneme Dental Associates
The Southeast Permunente Medical Group, Inc.
Desert Medical Graup, Ine.
Oasis Independent Practice Asseciation
Alan Schoenguld. MDD, P.C. {dba "Seaview Independent Praciice Association™)
Buenaventuri Medical Group

{the latter four eniines are "Health Plan Affiliates” only for the limited purpose of health care
provised for Kaiser Permanente members for which these ertitivs are financially liaple)
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Appendix 1.1-3

Hospital Services

DAILY HOSPITAL SERVICES

Intensive Care Services:
Covanury {Telc)

Medical

Neonatal

Neurosurgical

Pulmonary

Suryical

EXECUTION VERSION

Behinitive Observation Care (Cardiace stepdown  [ntermediate Care)

Acule Care Services:
Altermate Birtiing Center
Medical

Nuonatal

Oncology

Orhopedic

Pediatnie

Fhywicul Rehabilitation
Post Partum

Surgical

Hospice

Newborn Care Services:
Newborn Nursery Care
Presmature Nursery Care

pmnrge

Hospice Care (NOTE: Not maintained in hospital. but avaiiuble from outside contractor

or ather hospnal.)
Inpatient Care under Custody

Long Term Care:
Skilled Nursing

Sub Acute Care (Licensing in process as of Eifecuve Date)

Psychiatrie Services:
Psychiatric Acute -- Adult
Psychiatric Intensive (Isolations Care

Obstetric Services:

Abartion Services

Combined Labor/Delivery Rinbing Room
Delivery Room Services

Labor Room Services



Surgery Services:
General
Gyneeological
Heart

Kidney
Neurosurgreal
Open heart
Ophthalmologic
Orthopedic
Dholaryngelic
Pediatric

Spine

Vascular

Plastic

Thorecic

Urologn:
Aresthesia Services

Laboratory Services:
Analontical Patholoy
Chemistry

Climcal Pathoiogy
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Cytogenetics (NOTE: Not amintaimeid 1 hospital, but available from owside contractor

or othcr hospitsl)
Cytology
Hematoloyry
Histocampatibility
Immurtoloyy
Microbinlogy
Neeropsy
Serology
Surgical Pathology
AutopsyiMuorgue

Diagnostic Imaging Serviees:
Computed Tomography
Cystoscopy

Mawmenc Resonance Imaging (NOTFE: Not maintened 1o hospital. but aviilabic from

ouside vontractor or other bospital.j
Ulrasanography
N ray Radiology
Stereotactic Breast Biopsy

DIAGNOSTICTIERAPELTIC SERVICES

Audiclogy

Cundiae Cathenization
Dugnastie Radioisoiope
Echiocardiolauy
Flectrocardiotogy
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Fleetrocneephalography
Flecirohyography

Endoscapy

Gastro-Intestinal Lahoruiory
Lithotnpsy (NOTE: Service comracted but hospral-based, )
Nugelear Medicine
Occupational Therapy

Physical Therapy

Peripheral Vascutar Lahoratory
Pulmonary Function Services
Radiation Therapy

Radiouctive Implants
Rucreanonal Therapy
Respiratory Therapy Servives
Speech-Language Pathology
Sporis Care Medieme

Stress Testing

Therapeute Radioistope

Xeray Radiology Therapy
Sueep Laboratory

Forensie Services (SARTICAFR)

PSYCHIATRIC SERVICES

Clinie Psvehologast Services
Electroconsulsive Therapy (Shoek)
Might Carc

Psychiatric Services
Psychopharmacological Therapy
Partut Hospitalization Day Program

RENAL DIALYSIS

Hemaodialysis (NOTE: Service contracted but hospital-based.)

Peritoneal (NOTFE: Service comracted bu hospual-based.)

Organ Avquisiion (NOTE: Service not maintawied m hospital but available from ousside
contractor or other hospital. )

Blaad Bank

Ex:racorpareal Membrane Oxvgenation

Pharmacy

EMERGENCY SERVICES

Emergency Communications Syswem
Emergeney Observation Servive
Emergency Room Service

Heliport

Orthopedic Emergency Service

Jiarea



Psvchiatric Emerpeney Service
Trauma Treatment Fmergency Room

CLINIC SERVICES

FAAIDS
**Alctholism
**Alletgy
**Cardiology
**Chest Madiome
*Child Diagnesis
**Chbd Treatment
**Communcable Denger
**Dermatoiogy
**iabetes
**Drug Abuse
**Hyperiension
**\ewahalic
**Neurology
**Neonasal
**Ohsteines
“*Ophthalmoeiagy
**Orthopedic
**Otalasyngningy
**Pedhatric
**Psychintrie
**Renal
*=Rhewmatic

¥ Rurn! Health

S Surpery

CXECUTION VERSION

2 NOTE:D Al of gbove are chimieal services commonly provided in the emergency sutte to
on-emergency oulpatients by hospital-based physicians or residents.

HOME CARE SERVICES

Home Health Asde Services
Home Nursing Care (Visiting Nurse)
Home Physical Muedicine Care

Homu Social Service Care
Home Hospice Cure

Homie L V. Therapy Services (NOTE: Service not nwintained in hosptal but available from muside

cantractor ur ether hospital.)

AMBULATORY SERVICES

235734

Amhulaiory Surgery Services
Observanon (Short Stay) Care

Sutellite Ambutatory Surgery Center (NOTE: Servic not maintained in hospital but available trom

sisicde contractor or other hospiral.)
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SateHite Chiue Services (NOTE: Serviee not provided in hospital but shared with another hospital
under contract.)

OTHER SERVICES

Diabetic Traming Class

Dictetic Counseling

Drug Reaction Information
Genette Counscling

Medical Research

Parent Training Class

Paticnt Representative

Social Work Service

Taxwcology 7 Antidute Informanon
Cancer Resource Center

23978
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Confidential Appendix 2.1.1
Hospital-Bascd Professional Medical Services

APPENDIX 2.1.1 IS CONFIDENTIAL AND IS SUBJECT TO CONFIDENTIAL TREATMENT
AND/OR TRADE SECRET PROTECTION UNDER APPLICABLE LAW, IN ACCORDANCE
WITH SECTION §.10 OF THE AGREEMENT.

A. General Statement.

PPH acknowledges and understands the unique refationslup among KFH. Medical Group and Health Phan,
and understands that o material basis upon which KFH desires to enter into this Agreement is PPH's
commitment to provide Medical Group aceess 10 Members who reguire Professional Medical Services whije
in any of the Facilitics. PPH further acknowledges that Medical Group needs to direct the care of Members
andl, therefore, may desire to provide Professional Medical Services directly, in fitll or i part. and/or io enter
into contracts with hospital-based Independent Physicians providing Professional Medical Services if and ro0
the extent such Independent Physicians have exclusive contracts with PPH 1o provide any such service on a
basis that would protubit amy other physicians (including Medical Group Physicians) from providing the
same hospital-based services 1o paticnts {including Mcmbers) who need such services {"Exclusive HBP
Services”). Fxclusive HBP Scrvices contracts as of the Effective Dale of this Agreement tthe "Current
Exclusive HBP Contracts”) with hospital-bused Independent Physicians are for the following departments at
PMC znd at Pomerado Hospital: anesthesiology, radiology, pathology and emergency department services
feollectively, "HBP Service Providers™). In addition, any hospital-based Professional Medical Services at
any Facility for a department closed after the Effective Daie of the Agreement in accordance with the
Tequirements of Section 6.1 of the Agreement will be deeraed to be Exclusive HBP Scrvices.

Y
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4. Waver of Requirements i Limited Cases. If the requirements of Subscction B.2 above preclude PP
Irom conlracting for or otherwise TECLIVIDG A4 mECessary service from hospital-based Independent Physicians
providing sny such hospital-based Professional Medical Services ut the time the applicable contract s
renewed or opened 10 bids in response to a request for proposals, despite PPH's best effort to comply with
the foregoing requirements, then KFH shall waive the requirement that such a provision s mserted in the
applicable HBP Scrvice Provider's contract, but only for the then upcoming itial or renewal term of such
contract (which term in no event shall exceed three (3) years). Thereafier, PPH acknowledges and agrees
that each and every requiremant of this Appendix 2.1.1 shall apply to each subscquent rencwal andfor
replacement contract with any 1IBP Service Provider.
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Confideatial Appendix 2.6.1

APPENDIX 2.6.1 IS CONFIDENTTAL AND IS SUBJECT TQ CONFIDENTIAL TREATMENT
AND/OR TRADE SECRET PROTECTION UNDER APPLICABLE LAW, IN ACCORDANCE
WITH SECTION §.10 OF THE, AGREEMENT.
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Confidential Appendix 2.6.2

AFPENDIX 2.6.2 1S CONFIDENTIAL AND IS SUBJECT TO CONFIDENTIAL TREATMENT
AND/OR TRADE SECRET PROTFCTION UNDER APPLICABLE LAW, IN ACCORDANCE,
WITH SECTION 8.10 OF THE AGREEMENT.

v30TES
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Confidential Attachment A ‘T'o Appendix 4.1

L PAYMENTRATES (1), (8), (9), (10}, (11), (12), (14), (15), 21

A. Inpatient Services

All-Tuclusive Per Diem Rate

1. General

Med/Surg & Peds (Rev. Code 110,111, 113, 117, 119, 12G, 121, 123,
127, 129, 130, 131, 133, 137, 139, 150, 151, 153, 157, 159}

DQU (Rev. Code 206)

[CU {Rev. Code 206-203, 207, 209)

CCLI (Rev. Code 210-212, 214, 219)

NICU (Rev. Code 173, 174)

Cardiac Surgery & Interventional Cardiology (DRGs 104, 105, 106,

107, 108,109, 110. 111, 115, 116, 117, 118, 124, 125, 504, 505, 516,
517, 518, 526, 527) (19

Mental Health {Rev. Code 134, 124, 134, 154, 204)
Acuse Rebiab {Rev, Code 118, 128, 138, 158)

2, Specialized
Trauma (Rev. Code 208, 683, 684) (7)

R. OB Serviees (2}, (3,(4), (13). (17)

Purcent of Billed Charnes

All-Inclusive Case Rate

1. Inpatient
Vaginal Delivery (up to two days) {DRG 372-375)
Additivsal Days, Vaginal Delivery
C-Section Delivery (up 1o three days) (DRG 370-371)
Additional Dzys, € Section Delivery
Boarder Baby (Rev. Code 17(-172)
Nurse Midwife (Vaginal Delivery)
Nurse Midwife (Assist an C-Section)
‘Tubal Ligatsion w7 Vag. Delivery
Tubai Ligation ws C-Scction

2, Outpatient OB Services
Tubal hganen (OP)  (CHT 58679-58673)

Antepartum Testing (CPT 32020.59025) (3)

C. Outpatient Services

1, Emergeney Depsrunent (5)
Level 1(D9281)

19754
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Level 2(99282)
Level 3 (99283)
Level 4 (D9284)
Level § {99285)

t
»

Specialized Pavinent Rate
Criticat Care {99291) (138}
QOuipatient Yrauma (7)
Observation Bed

Rudiciogy Services (18}
Laboratory Services (18}
All Dther Outpatient Services (18)

Specialized {continued) All-Inclusive Case Rate
Cardiac Catheterization (19)
(hitpaticnt Surgery (6), (20)

Group 1 throngh Group Y

Ungronpable procedures

M. PAYMENT FOR ACUTE INPATIENT SERVICES

A, KFH shall pay IPH for Inpatient Covercd Hospital Services provided to a Member (which. for
purpuscs of this confidential Attachment A 0 Appendix 4.1 only, shall include only Members

for whom Health Plan or o Health Plan Affiliate is at risk for payment and shall specifically

exclude Regular Medicare Members and Medicare Cost Members) under this Agreernent at the

applicable payment rale set out in this confidential At i { -

less apy applicable Member Copaymen

10

B.  The "All-inclusive Payment Raie” or “All-Inclusive Case Rate.” plus reimburszment for
excluded items under Footnote (10) below, s the total payment for all mediceily necessury
Covered Hospital Services provided a1 the level of care appropriate to 2 Member's care needs
{(which in each case will be payable by KFH net of applicable Copayments):

(1Y During a hospital inpatient day (“per diem™. For purposes of this Agreement. “hospital
inpatient day” or “inpatient day" means each day that a Member is a registered bed
panent in a Facilily, including the day of sdmission but excluding the day of discharge.

(2)  During an entire inpatient hospital sy (“per case™). For purposes of this Agreement,
“entire inpatient hospital stay™ means cach day that a Member is » registered bed patient
in » Facilivy, from the time of admission to time of discharge or death.

225734
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In the situation where a Member is scen in the Emergency Depariment and then admitted as an
Inpatient. either directly or after a period of observation, the Emergency Department services
are deemned to be part of the inpatient Covered Hospital Services covered under an applicable
Inpatient Rate.

HI. PAYMENT FOR OUTPATIENT SERVICES

IV,

KFH shall pay PPH for authorized outpatient Covered Hospital Services provided to 2 Member under
this Agreemenl at the applicable payment rate set forth in this confidentisl Attachment A 10

Appendix 4.1, less any applicable Member Copayment.

FOOTNOTES TO PAYMENT RATES
(M
(2)

(%)

Physician fecs are not included in these rates.

An outpatient visit by a pregnant Member 1o the Labor and Delivery department prier (o
admission is not a billable outpatient visit when the woman is subsequently admitted to a
Facility,

Anlcpartum testing ordered by a Mcember's attending physician shall be payable bv KFH,
unless the Member is admitted for the delivery as a rosult of the test, in which case the test shall
be part of the delivery case rate. Antepartum testing ordered by s Member's aitending
physicians will have a referral suthorization separate from the autharization for the deiivery.
Antepartum testing not ordered by a Membcr's attending physician that is the result of a “triage
presentation” by the Member, is considered part of the All-Inclusive Rate for the Member's
delivery and is not separately billable,

Post-discharge anesthesia complications that require patient management services at a Facility
are included in the All-lnclusive Case Rate for deliveries under Subscction LB of this
confidential Attachment A 1o Appendix 4.1,

350784
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Medicare operating CCR on November 3

Interim Stoploss Payment Percent

Actual operating CCR based on audited Medicare cost report

Stoploss Dollar Threshold

Net Billed Charges for a particular stoploss casc {no excluded itemns)

Stoploss Paymen: Amount using Imerim Stoploss Paywent Percent (34.0% x $150,000)
Stoploss Payment Amount usiog Actual Stopless Paymeat Percent (34.3% x $150,600)
Stopluss Seitlement Amouwni Due PPH (351,340 less $51.000)

275784
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Medicarc operating CCR on November 1

New Depreciation and Amontization Expense

Tutal Operating Expenses

Gioss Charges (Total Operating Expenses + operating CCR, or $180,000,000 + 35.0%)
New Depreciation and Amortization Expense us Pereent of Gross Chiarges (38,500,000
« 5514,285,714)

Stoploss Payment Percent (Medicare operating CCR less New Depreciation Percent of -
Gross Charges, or 35.0% minus 1.7% = 33,3%, plus 0.5%)}

Stoploss Deilar Threshold Amounts:

Routine Steploss Dolar Threshinld

interventional Cardiology Stoploss Dollar Thresbold
NICU Stoploss Dallar Threshold

Cardinc Surgery Stoploss Dollar Threshold

Stoploss Case Payment Example:

Case and Fee Schedule Information:

Tota] Billed Charges

Billed Chaiges for Excluded Items

Net Billed Charges for Case {Totad Blled Chargus less charges for Excluded Ttems):
Routine Stoploss Dollar Threshold:

Stoploss Payment Percent

Paymen: Percent {or Excluded [rems

Payment;

Stoploss Payment Amount (Net Bitied Charges x Stopioss Psyment Percent or
$150,000 x 35.0%)

Excluded tems Payment Amount (330,800 x 50.0%5)

Total Payment:
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(10) Excluded ltems - Excluded from the Case Rates in this confidential Attachment A 1o
Appendix 4.1 and the Stoploss Doilar Thresholds in Foutnotcs (8) and (9) are implants and
pharmaceuticals as described below.

274
275
276
278
279

Prosthetic/Orthotic Devices

Pacernakers

Intraocular Lens (TOL)

Other Implants

Other Supplies/Devices (Rotoblator Burrs, distal protection  devices {i.e.,
guardwirefpercusurge), brachytherapy catheters, and cutting balloons)
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{12) Billed Charges and Discounts.

“Billed Charges™ refers to PPH's charges for Hospital Services as set forlh in PPH's CDM in
effeet at fime of serviee. Al anytime during the term of this Agreement, should PP11 increase
its CDM, PPH’s Chief Financial Officer shall within 30 calendar days provide KFH with an
affidavit attesting to PPH's CDM increase (measured as a percentage) sinee PPH's prior CDM
merease for: (a)all inpatient care. (b} for all outpatient care. (c) ancillary services zad
d) emergency room services. Such affidavit shall also indicate the dates and frequency of
CDM increases since the prior affidzvit,

239754
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[THIS SPACE INTENTIONALLY BLANK ~ FOOTNOTES CONTINUE ON FOLLOWING PAGE]
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Tax ldentification Number: 95-6003843
Medicare Numbers: Palomar Medical Center--050115
Pomerado Hospital-050636
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Confidential Attachment B to Appendix 4.1
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Confidential Attachment B-1 to Appendix 4.1

T T
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Confidential Attachment C to Appendix 4.1
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Confidential Attachment C-1 (o Appendix 4.1

4
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Attachment C-1

HAISER & PPH CONTRACT EXTENSION
Saseple Calculativn of Depreclation Costs 3ssaclaied with Fixed Cost Rolmbursemant per Attachment C of Appendix 4.1
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Confidential Attachment C-2 to Appendix 4.1
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Appendix 4.23

Informal Knoa-Keene Act Dispute Resolution Process

1. For claims and payment disputes contact KFH ai:

Contact phone number: 500-390-3510

Contact address: Kaiser Permanente Southern Califormia Claims Administration Department
P.O. Rox 7102

Pasadena, CA 91109-7102

2. For ail other disputes relating to the Agreement, contact KFH at the address sndfor phone number sct

forth m Section 15.15 {Notices) of the Agreement.
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Appendix 5.1.1-1
Requirements of KP Quality Management Program

FPH agrees 1o monitor and or provide the following information to KFH's Designee identified in the
Manual:

A. WITHIN 72 HOURS AFTER IDENTIFICATION

Sentinel events: Any unexpected ovcurrence or variation involving death or serious physical or
psychologicul injury or the risk thercof to a Member patient. Serious injury speeifically mncludes loss of
limb or function. Senuncl events shall be defined according to PPH's Qualily Assurance Plan.

B. WITHIN 14 DAYS AFTER OCCURRENCE

The following adverse occurrences for Member patients shall be reported.

1) Significant medication errors which require subsequent medical intervention
2) Talls resulting in serious injury which require subsequent medical intervention
3) A cluster of Nosocomial infections (3 or more cohorts)

#) Serious harm to a patient resulting from a surgical complication

C. WITHIN 30 DAYS AFTER COMPLAINT

Written complaints lodged by Member patients about the quality of care provided by PPH. PPH's personnel,
members of PPH's Medical Staff, or represcntatives of KFIT or Medical Group. The above aggregate
reporting is part of the quaiity management process and does not supersede the broader reguirements
contomned in the Agreement voncerning the procedure for handling individual complaints (cither written or
oral).

D. COPY OF QUALITY MANAGEMENT & IMPROVEMENT PROGRAM DESCRIPTION AND
ANNUAL EVALUATION

E. UPON REQUEST

1) "Paticnt Satisfaction Survey” results

2) Copies of any Regulatory/Accreditation reports and all corrective achon plans
3) Summary of any mutually agreed upon (ualily monilering or performance
ymprovement activities

4) Writen follow-up response to quality referrals

KFH ngrees that all information, records and data coliected or maintained about Member patients shall be
confidential. KFH. 1ts employees and agents shall maintsin the confidentiality of all Member patient
wformation received in the course of performance under this Agreement. No employee or agent of KFH
shull discuss, transmit or narrate in any manner any Member patient information of a personal, medical or
othr nature except as a necessary part of providing scrvices to the Member patienit.

233784
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Appendix 5.1.1-2
Quality Assurance Requirements

L. Quality Improvement. PPH shall participatc in Health Plan's Quality Improvemem (“QI") program,
including cooperating with QI activities, providing Health Plun access o medical records 1o the extent
permiticd by faw, and trackimg and regular teporting on mutually agreed upon quality indicators. all in
aceord with Heaith Plan’s expectations 2nd NCQA smndards,

2. Communications with Members. PPH's physicians and other personnel hicensed or certified 1o provide
Hospital Services to Members hereunder may have open communication o discuss with 3 Member or 2
Members authonzed representative all treatmeni options that such physician or other personnel decms
medically appropriate, regardless of benefit coverage limitations. while maintaining confidentiality
eonsistent with the confidentiality provisions set forth in the Agrecment.

3. Utilization Management Decisions. Utilization management decision-making is based on appropriateness
of care and service and existence of coverage. Individuals responsible for utilization managemnent decision
making do not recerve financial incentives that specifically reward them for issuing denials of coverage or
service, or that encourage decisions that result in underutifization.

4. Credentizling. PPH shylt comply. and shall cause its employed physicians and other personne] 10 comply,
with Heaith Plan's credentialing requirements. Henlth Plan retaing the right, based on quality issucs. to
approve new practitioners, praviders and sites and to terminute or suspend the right of individual
practitioners, providers or sites to treat Members.

5. Confidentiaiity. PPH shall maintain the confidentiality of Member information and records, and all other
protected health information, in compliance with the confidentality provisions set forth in the Agreemen
and Health Plan’s policies regarding protecied health information; dala shared with enployers, whether self-
msured or insured, shall not implicitly or explicitly identify a Member without the writien consent of the
Member, except as permitted by law,

G. Site Visits and Medical Record Reviews, PPH shall permit and cooperate with, at reasonable times with
reasonable notice, initial and folow-up inspection of ils site(s) by representatives of Health Plan, NCQA and
other accrediting or licensing organizations on a biannual basis or more frequently as requested by Health
Plan. PPU shall permit and cooperate with medical record reviews initiated by Health Plan, PPH shal]
cause al] physicians and other personnel to permit and cooperate with such inspections und medica] record
FCVICWwS.

7. Subcbntracts. PPH shall require all provisions of this Appendix to be included in any contract or
agreament between PPH and uny subcontractor providing services for Members.
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Appendix 7.5.1
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Appendix 7.6.2
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Appendix 12.1

Exceptions to PPH's Representations and Warranties
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Appendix 13.3.1)(G)(C)

Material Licenses

See attached,
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Appendix 13.3.1(a) () (C)

Material Licenses

California Department of Health Services Facility License for Palomar Medical Center
{Lic. No. 080000083; Issued J anuary 13, 2004)

California Department of Health Services Facility License for Pomerado Hospital Center
(Lic. No. 080000173; Issued November, 2003)

Californin Department of Health Services Facility Licensce for Palomar Continuing Care
Center D/P SNF (Lic. No. 080000083; Issued January 13, 2004)

Certificate of Accreditation Issued by Joint Commission on Accreditation of Healthcare
Organizations (Effective 2002-2005)

City of Escondido Business License (No. 138062; Issued November 12, 2003)

Hospital Pharmacy Permit for Palomar Medical Center Pharmacy (License No. HPE
34951) (Expires November 1, 2004)

California Department of Health Services Clinical Laboratory Licensc for Palomar
Medical Center Laboratory (Issued J anuary 1, 2003)

California Departmeunt of Health Services Provisional Tissue Bank License for Palomar
Medical Center Laboratory (Issued February 1, 2004)

City of San Dicgo Certificate of Payment of Business Tax Issued J anuary 1, 2004

County of San Dicgo Department of Environmental Health Unified Program Facility
Permit (Undated)

City of Escondido Business License for Palomar Pomerado Lab Services (Eff. Date October
15, 2003)

County of Sun Diego Department of Agriculture, Weights, and Measures Device
Registration Certificate (Exp. Dec. 31, 2004)

County of San Diego Department of Environmental Health Environmental Health Permit
Issucd to Palomar Pomerado Hospital (Exp. Dec, 2004\

State of California Hcliport Permit (Issued Mareh 24, 1992)

LAX 209816v1 60056-6 J
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Appendix 13.3. 1(a)(iXE)(4)
Woark Schednle

To be developed and attached in accordance with Section 133 0(aliiERS),
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Appendix 15.22

Defined Area

Sec attached map for a general description. The

Defined Area shall be the Palomar Pomerado Health healih
care district as it is defined under applicable s1a

te Inw and administratuve authority on the Effective Date.
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Exhibit A

Form of PPI1 Counsel Opinion
See attached.
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RECEvEL
February 26, 200x oy oy S

ary 26, 2004 PEB L7 2,
Dan Lantry LEGAL DEPARTMENT
Kaiser Health Plan Foundation
One Kaiser Plaza
21st Floor Lakeside
Oakland, CA 94612

Re:  Davis Wright Tremaine Legal Opinion
Dear Dan:

Enclosed please find cur legal opinion (the "Opinion®) of this date prepared in connection
with the execution and delivery of the Hospital Scrvices Agreement by and between our clicat,
Palomar Pomerade Health, and Kaiser Foundation Hospitals, effective as of February 1, 2004,
We are delivering the Opinion to be held by you in escrow, subject to relcase only upon my
emailed instructions to you.

Very truly yours,

Davis Wright Tremaine LLp

J ohnf P. Krave
Enclosure

ce: Robert ilemker

LAX 209763vE 600566
Los Angelas
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Fobruary 26, 2004

Kaiser Foundation Hospitals

393 E. Walnut Street

Pasadena, CA 91188

Attn: Legal Department, Business Section

Re:  Hospital Services Agreement between Kaiser Foundation Hospitals and Palomar
Pamerado Health, effective as of February 1, 2004

Ladies and Gentlemen:

We have acted as special counsel to Palomar Pomerado Health, a California statutory
hospital district (“PPH™), with respect 1o the negotiation and drafiing of that certain Hospital
Services Agreement between Kaiser Foundation Hospimf,s. a California nonprofit pubfic benefit
corporatian (*KFH") and PPH, effective as of February I, 2004 (the “Agreement”). We have
been requested by PPH to deliver this opinion letter to KFH in connection with the execution and
delivery of the Agreement. |

We have reviewed the Agreement and such other %documems s we have considered
necessary or appropriate for the purposes of this opinion,iincluding Division 23 of the California
Health & Safety Code, certifications of a recent date of the Secretary of State of the State of
California as to the valid existence and good standing of PPH, resolutions regarding the
Agreement and proceedings related thereto adopted by the governing board of PPH at jis meeting
of January 20, 2004, copies of the notices of the mecting of the governing board of PPH of
January 20, 2004, together with certifications of the Seerctary of PPH as to the accuracy thereof
and the mailing and posting of such potices as are requircd by law, and the Certificate of Robert
Hemker, Senior Vice-President/Chief Financial Officer of PPH, dated the date hereof (the
“Officer’s Certificate™).

All capitalized terms used and not otherwise defined herein shall have the meanings for
such terms specified in the Agreement.

1

LAX 209762v1 6003565
Los Angeles
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Kaiser Foundation Hospitals
February 26, 2004
Pagc 2

In conducting our examination, we have assumed, without investigation; The genuineness
of all signatures, other than those of officers of PPH; the correctness of al| certificates; the
authenticity of all documents submitted 1o us as originals; the conformity to original documents
of all documents submirted to us as certified or photostatic copies; the authenticity of the
originals of such copies; and the accuracy and completeness of all records made available 1o us
other than by PPH. We have also relied on the Officer’s Certificate with respect ta the factual
matters stated therein. Nothing has come to our attention that would lead us to belicve that the
Officer's Centificate is inaccurate in any material respect.

Whenever a statement herein is qualified by the phrase “to our knowledge,” or by any
other similar phrase, or where it is noted that nothing basicome to our altention, it means that the
opinion stated i based solely on the conscious awareness of information by one or more of the
{ollowing persons as to the matters being opined on: (i) the attorney who signs this opinion letter
and (if) the attorneys at our firm who have been actively involved in negotiating the tragsaction
and preparing the Agreement. '

This opinion letter is to be interpreted in accordance with the Guidclines for the
Preparation of Closing Opinions issued by the Comumittee on Legal Opinions of the American
Bar Association’s Business Law Section as published in i57 Business Lawyer 875 (February
2002). ,

Based on such review, and such other considerations of law and fact as w¢ believe to be
relevant, and subject to the qualifications st forth below,! we are of the opiniorn that:

1. FPH is a California statutory healthcare di'ptn'ct organized pursuant to Division 23
of the California Health and Safety Code, validly existing under the laws of, and qualified to
transact business in, the State of California. !

2. PP has all necessary lepal right, power ahd authority 1o (a} enter into, execute
and deliver the Agreement and (b) 1o consummate and perform the transactions coniempluted
therein. '

3. The execution and delivery of the Agreement, and the consummation and
performance of the transactions contemplated thereby, have been duly authorized by all
necessary action on the part of PPH,

4, The exccution and delivery of the Agreerment by PPH and the consummation of
the transactions contemplated thereby, and the fulfillment of or compliance with the terms and
conditions thereof do not and will not in any material respect conflict with or constituie on the
part of PPH a violation or breach of or default (with due notice or the passage of time or both)
under (i) any applicable statutory law or regulation; (i) terms of any of the Material Contsacts
(as defined befow); or (iit) to our knowledge, any applicable court or administrative decrec or
order. The Material Contracts are six written contracts for hospital and rclated healthcare goods

LAX 209762v1 600466
Los Angries
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Kaiser Foundation Hospitals -
February 26, 2004

Page 3

and services identified in the Officer’s Certificate as accounting in the aggregate for at Jeast
ninety percent (90%) of PPH’s total managed care revenues (excepting managed care revenues
from Health Plan or any Health Plan Affiliate) from jis hospital operations in its fiscal year
ending June 30, 2003. |

6. PPH has a valid, unrevoked and unexpired license from the California Department
of Health Services to operate general acutc care hospitals under the names Palomar Medical
Center und Pomerado Hospital (together, the “Hospitals™), and nothing has comc 1o our attention
that would lead us to belicve that PPH lacks any other material license necessary for the
operation of the Hospitals as general acute care hospitals. PPHisa participating provider in the
Medicare program. and the | lospitals are accredited as general acute care hospitals by the Joint
Commission on the Accreditation of Healthcare Organizations (“JCAHO™). PPH has all
necessary legal power and authority to operatc the Hospitals as contemplated by the Agreement.

The opinions expressed in this letter are subject to the following qualifications:

a, The laws covered by the opinions expressed hercin are limited (o the Jaw
of the State of California and the federat laws of the United States.

b. Our opinions in Paragraph 6 relating to PPH's general acute care hospital
license, participation in the Medicare program, and accreditation by JCAHO are based solely on
(i) our review of General Acute Care Hospital Licenses numbered 080000083 (Palomar Medical
Center) and (080000173 (Pomerado Hospital} issued to PPH, PPH’s Medicare provider
agreement and the letter of accreditation jssued by JCAHO to PPH with respect to the period
from 2002 106 2005, and (ii) certifications in the Offficer’s Certificate that the foregoing have not
been modified, terminated, or revoked. ?

This opinion letter is delivered as of February 1, 2004 and without any undertaking to
advisc you of any changes of law or fact that occur after the date of this opinion letier cven
though the changes may affect a legal analysis ot conclusion or an information confirmation in
this opinion letter. :

LAX 209752v1 (00S6-5
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Kaiser Foundation Hospitals
February 26, 2004
Pagc 4

Subject to the forcgoing, this opinion letter
with the Agreement described in the initial

or relied upon by vou for any other purpos
without, in each instance, our Pprior writte

may be relied upon by You only in connection
paragraph of this opinion letter and may not be used

¢ or by any other person for any purpose whatsoever
1 consent.

Very truly yours,

Jhsic gl Trsnosons

Davis Wright Tremaine LLP
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