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Kenai Peninsula Borough
Office of the Mayor

MEMORANDUM

TO: Kelly Cooper, Assembly President

Members, Kenai Peninsula Borough Assembly
THRU: Charlie Pierce, Borough Mayor JCE

James Baisden, Chief of Staff
FROM: Colette Thompson, Borough A’r’rorneé C’l\

Brandi Harbaugh, Finance Director #

Kim Saner, Human Resources Director

John Hedges, Purchasing and Contracting Director Sk
DATE: October 24, 2019

SUBJECT:  Ordinance 2019- 32, Approving an Operating Agreement with
South Peninsula Hospital, Inc. for South Peninsula Hospital and Other
Medical Facilities (Mayor)

The borough administration and South Peninsula Hospital, Inc. (*SPHI")
representatives have negotiated a new operating agreement for South Peninsula
Hospital and other medical facilities. Following is a summary of the most significant
changes to the existing contract with SPHI. Many of the changes align this
agreement with the Central Peninsula Hospital, Inc. Operating Agreement which
is expected to ease the borough's efforts to administer both agreements and
provide SPHI with more flexibility. 1t also provides SPHI with clearer reporting
requirements by listing them in a separate paragraph. Further, it provides for
regular communications with the borough administration and departments.

1. The title of the document was changed from “Lease and Operating
Agreement” to "Operating Agreement”. Modifications were made
throughout the document to reflect this change. In the past, the term
“Lease” in the title has resulted in legal concerns with obtaining bond
financing due to the strict limitations on private use of tax exempt bond
financing. The title was also char~=d as it is in fact an agreement to
operate the medical facilities. While the borough continues to lease or
sublease property to SPHI for the nominal sum of $1 per year, allrevenues
and expenditures of SPHI under this agreement are an enterprise fund
of the borough.

2. Paragraph 4, Term. The new agreement includes a ten-year term, which
is four years longer than the expiring six-year agreement. It was
increased to address concerns about difficulties recruiting and retaining
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