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Mr, Jim White
Executive Director
Fiscal Review Committee
320 Sixth Avenue, North — 8th Floor
Nashville, TN 37243-0057

RECEIVED
MAR 0 2 2010

FISCAL REVIEW

Dear Mr. White:

The University of Tennessee Health Science Center is submitting for the committee's review an
amendment (Amendment #3) to the contract with ECG Management Consuitants i Inc. for the purpose
of increasing the University's maximum liability from $325,000 to $1,175,000 effective May 1, 2010 and
to extend the end date through April 30, 2011.

In early 2009, the University conducted a competitive bid process for the consulting services for external
expertise in the development of a more aligned partnership structure between the University of
Tennessee Health Science Center, UT Medical Group, Inc. and Methodist Lebonheur Children's Medical
Center. ECG Management Consultants, Inc. was selected by the bid committee. The University now
wishes to move forward with Phase 11 of the implementation of this development plan through the
continuous services of ECG Management. In order to accomplish this, the University proposes to
increase the maximum liability by $850,000 and extend the services dates through May 31, 2011, As

with the first phase of this engagement, LeBonheur Children's Medical Center will be responsible for
reimbursement of half of these expenses to the University.

Please jet me know if yotroeothers have questions or need additional.. information concerning the
attached contract,

",-'CliilflPAIGt ''s,:.::

FOR TENNESSEE

Ahth ..4Aefeerpra
ChifrieellOt Finance and Operations



Supplemental Documentation Required for
Fiscal Review Committee

Contact Name:
Anthony A. Ferrara * Contact

Phone:
901-448-5523

*Original Contract
Number:

N/A *Original RFS
Number:

N/A

Edison Contract
Number: (if applicable)

Edison RFS
Number: (if

applicable)

*Original Contract
Begin Date:

06/01/09 *Current End
Date:

04/30/10

Current Request Amendment Number:
(if applicable)

3

Proposed Amendment Effective Date: 05/01/2010
(if applicable)

*Department Submitting: University of Tennessee
*Division: Health Science Center

*Date Submitted: 03/01/2010
*Submitted Within Sixty (60) days: Yes

If not, explain:
*Contract Vendor Name: ECG Management Consultants, Inc.

*Current Maximum Liability: $325,000.000
*Current Contract Allocation. by Fiscal Year:
(as Shown on Most Current Fully Executed Contract Summary Sheet)
FY: 2009 FY: 2010 FY: FY: FY:

$35,000.00 $290,000.00 $ $ $
* Current Total Expenditures by Fiscal Year of Contract:
(attach backup documentation from STARS or FDAS report)
FY: 2009 FY: 2010 FY: 2010 FY: FY FY

$34,994.36 $244,555.81 $ $ $
IF Contract Allocation has been.
greater than Contract Expenditures,
please give the reasons and explain
where surplus funds were spent:

N/A

IF surplus funds have been carried
forward, please give the reasons and
provide the authority for the carry
forward provision:

N/A

IF Contract Expenditures exceeded
Contract Allocation, please give the N/Areasons and explain how funding
was acquired to pay the overage:

"Contract
Funding State: Federal:

Source/Amount:

Effective October 30, 2009



Supplemental Documentation Required for
Fiscal Review Committee

Interdepartmental:
Other :

Restricted non-
state gifts funds
within the College
of Medicine

If "other" please define:
Dates of All Previous Amendments or Brief Description of Actions in Previous

Amendments or Revisions: (if applicable)Revisions: (if applicable)

November 2009 Added $50,000 to include cost of legal review
February 2010 Extended through April 30, 2010

Method of Original Award: (if applicable) Bid
What were the projected costs of the

service for the entire term of the contract
prior to contract award?

$325,000.00

Effective October 30, 2009



Supplemental Documentation Required for
Fiscal Review Committee

For all new non-competitive contracts

Sections A or C.3. of the original
provide estimates based on information

for determination of contract
provide all information requested.

If it is determined that the question
attach detailed explanation as

*"See

and any contract amendment that changes
or previously amended contract document,

provided the Department by the vendor
maximum liability. Add rows as necessary to

is not applicable to your contract document
to why that determination was made.

attached ,justification**
Planned expenditures by fiscal

all estimated
year by deliverable. Add rows

contract expenditures.
as necessary to indicate

Deliverable
description:

FY:
2009

FY:
2010

FY:
2011

FY: F

Identification &
Development of
Practice Plan
Model

$35,000.00 $290,000.00

Implementation $50,000.00 $800,000.00
of Practice Plan

Proposed savings to be realized
amendment town existing contract,

by the amendment. Add rows

**See

per fiscal year by entering
please indicate the proposed
as necessary to define all

deliverable.
attached .justification**

into this contract. If
savings to be realized

potential savings per

Deliverable
description:

FY: FY: FY: FY: FY:

Comparison of cost per fiscal
contract or amendment vs. other

vendors), cost of other options,
options (e.g. catalog, Web site).

between
'**See

year of obtaining this service through the proposed
options. List other options available (including other
and source of information for comparison of other
Add rows as necessary to indicate price differentials

contract deliverables.
attached justification**

Proposed
Vendor Cost:
(name of
vendor)

FY: FY: FY: FY: FY:

Other Vendor
Cost: (name of FY: FY: FY: FY: FY:
vendor)

Effective October 30, 2009



Attached Justification for Supplemental Documentation Required for Fiscal Review Committee

After careful review of proposals submitted in response to the Request for Proposal initially issued

September 2008, ECG Management Consultants, Inc. (ECG) was engaged to assist the University in

identifying and developing a business model for a more unified hospital/physician structure between

the University, Methodist Le Bonhuer Healthcare, and UT Medical Group, Inc. Deliverables to date

include a Memorandum of Understanding between the entities which outlines the objectives, desired

organizational characteristics, and financial affairs of a new Pediatric Faculty Practice, This contract

amendment will allow the next stage of transition planning and model implementation to begin. The

objective during this stage is to execute all necessary transition steps and tasks needed to establish and

commence operations of the new practice.

The University has invested significant resources in the planning phase of this project, and there is a

pressing need to implement this new practice plan as soon as possible, Given that this is a continuation

of an existing project, LCG has developed intimate knowledge of the University and its affiliates and is

sensitive to the specific issues associated with accomplishing stated project objectives. Therefore, ECG is

better qualified to assist in this regard than any other consultant group and can do so in a more cost

effective mariner in light of the work that has already been completed.



Fiscal Year

	

Inv Date

	

Invoice Number

	

Payments to ECG

	

UT Check #

	

UT Check Date FY Payment Total

	

Cumulative Total
UNIVERSITY'S MAXIMUM LIABILITY $

	

25,000.00

2009

	

30-Jun-09 1573.003-4477 ($34,994.36) #11578070 9/3/2009

($34,994.36) $290,005.64

2010

	

31-Jul-09 1573.003-4498 ($45,574.26) #11583883 9/21/2009

31-Aug-09 1573.003-4668 ($57,233.63) #11610126 12/7/2009
30-Sep-09 1573.003-4944 ($52,161.93) #11610126 12/7/2009
31-Oct-09 1573.003-5060 .($39,876.47) #11611526 12/10/2009
30-Nov-09 1573.003-5284 ($32,159.58) #11630287 2/11/2010
31-Dec-09 15737003-5410 ($17,549.94) #11630287 2/11/2010 ($244,555.81)

UNIVERSITY'S MAXIMUM LIABILITY BALANCE I

	

279,550.17) _$:45,449.83



THE UNIVERSITY OF TENNESSEE
REQUEST: NON-COMPETITIVE AMENDMENT

CONTRACT

NCJ Number:

2) Campus/Institute Name:

9000003236

	

Fund Number:

	

R0732010

Memphis

	

Ac min-College of Medicine

2

3) Short Description:

EXISTING CONTRACT INFORMATION

ECG MANAGEMENT CONSULTANTS AMEND 8500013716 TO EXTEND THRU 04/30/2011
4) Proposed Vendor: Name:

	

'ECG MANAGEMENT CONSULTANTS, INC.

Vendor Number:

	

.1070610

Vendor ID;

5} Original CTS Number:

	

0)000000000

6)Contract Start Date:

7)Current Contract End Date IF allOptions to Extend the Contract are Exercised:

8) Current Total Maximum Cost IF allOptions to Extend the Contract are Exercised:

	

325,000.00

PROPOSED AMENDMENT INFORMATION

9) Proposed Amendment # 003
10) Proposed Amendment Effective Date: 05/01/2010 .:.
11) Proposed Contract End Date IF allOptions to Extend the Contract are Exercised: 04/3012011
12) Proposed Amendment Amount 850,000.00
13) Proposed Total Maximum Cost IF allOptions to Extend the Contracture Exercised: 1 1 .75 000.00
14) Approval Criteria:

	

Non-competitive negotiation is in universitys best interest
15) Description of the Proposed Amendment Effects & Any Additional Service:

AMENDING CONTRACT 8500013716 TO EXTEND CONSULTING SERVICES CONTRACT TO ENGAGE EXTERNAL
EXPERTISE IN DEVELOPMENT OF MORE ALIGNED PARTNERSHIP STRUCTURE BETWEEN Ur MG METHODIST
LEBONHEUR THRU 04/30/2011 AND BY $850,000. THIS BRINGS THETOTAL CONTRACTUAL MAXIMUM TO
$1,175,000.00,

16) Explanation of Need for the Proposed Amendment:

THIS IS A CONTINUATION OF AN ONGOING PROJECT, ADMENDMENT NEEDED TO EXTEND CONTRACT THRU
04/30/2011 AND BY $850,000 TO FINISH PROJECT OBJECTIVES.

17) Nam e & Address of Vendor/Contractor's Current Principal Owner(s); (not required if proposed contractor is u slate education
i

t

	

)

	

)

iECGMANAGEMENT CONSULTANTS, INC.

1 111 1 HIRD AVENUE, SUITE 2700

`SEA 1 I LE

	

WA

	

98701

US

	

USA

18) Documentation of Office for Information Resources Endorsement:

	

NIA
(required only if the subject service involves information technology)

19) Documentation of Department of Personnel Endorsement:

	

N/A
(required only if the subject service Involves training for state employees)

20) Documentation of State Architect Endorsement:

	

NIA
(required only if the subject service Involves construction or real prop :ity related services)

21) Description of Procuring Agency Efforts to Identify Reasonable, Competitive Procurement Alternati es:

'06/01/2009

1104/30/2010



	

......................

	

.

l ECG IS CURRENT! Y REVIEWING THE RELATIONSHIP AND ORGANIZATION BETWEEN THE COLLEGE, UT

,MEDICAL GROUP, AND METHODIST LE BONHEURTO JOINTLY IDENTIFY AND DEVELOP A MORE INTEGRATED

n PARTNERSHIP MODEL BETWEEN OUR PEDIATRIC SPECIALISTS AND METHODIST LE BONHEU R. AS THIS IS A

CONTINUATION OF AN ONGOING PROJECT, ECG IS KNOWLEDGABLE OF AND SENSITIVE TO THE SPECIFIC

ISSUES ASSOCIATED WITH ACCOMPLISIHING PROJCET AIMS. THIS SPECIALIZIED KNOWLEDGE WILL ALLOW

THEM TO EXPEDITE THIS PROJECT SO THAT THE NEXT STAGE OF TRANSITION PLANNING AND MODEL

IMPLEMENTATION CAN BEGIN.

22) Justification for the Proposed Non-Competitive Amendment:

ECG IS CURRENTLY REVIEWING THE RELATIONSHIP AND ORGANIZATION BETWEEN THE COLLEGE, UT

=MEDICAL GROUP, AND METHODIST LE BONHEURTO JOINTLY IDENTIFY AND DEVELOP A MORE INTEGRATED

PARTNERSHIP . MODEL BETWEEN OUR PEDIATRIC SPECIALISTS AND METHODIST LE I3ONHEUR.AS TI-{IS IS A

CONTINUATION OF AN ONGOING PROJECT, ECG IS KNOWLEDGABLE OF AND SENSITIVE TO THE SPECIFIC

(ISSUES ASSOCIATED WITH ACCOMPLISIHING PROJCETAIMS,THIS SPECIALIZIED KNOWLEDGE WILL ALLOW

THEM TO EXPEDITE THIS PROJECT SO.THAT THE NEXT STAGE OF TRANSITION PLANNING AND MODEL

IMPLEMENTATION CAN BEGIN,



CONTRACT SUMMARY SHEET

	

02t406
Cantract #

NIA NIA.

State Agency Sate Agency Division

University of Tennessee

Contractor Name Contractor ID # (FEIN er SSN)

ECG Management Consultants, Inc. ,

	

or V-

	

91-10(2663

Service Description
Consulting work for more expertise in the development of an aligned partnership structure between UTNIG/LeBonheur

Contract BEGIN Date Contract END Date Subrecipient or Vendor? CFDA #

06101/2009 4/30/2011 Vendor NIA

Mark Each TRUE Statement

Contractor is On STARS

	

Co

	

ear's Form W-9 is on file in Accounts

Allotment Code Cost Center Object Code Fund Funding Grant Code Funding Subgrant Code

cc N/A NIA NIA NIA NIA

FYi 11.1 Federal Interdepartmental Other TOTAL Contract Amount

20
275,000,00 $

	

275,000,00

2010 : 50,000 00 $

	

50,000.00

tow-f1, IMIMIMIIIIIII 11111111111M $

	

850;400.00 $

	

850,000.00

TOTAL: $

	

1,175,000.00 $

	

1,175,000.00

-W COMPLETE FOR AMENDMENTS ONLY — State Agency Fiscal Contact & Telephone

Base co ntract &
PriorAmendments

THIS Amendment
ONLY

Mary Carr McDonald, 805-974 6326

$

	

35,000,00 State Agency budget Officer Approval

$

	

290,000.00 $

	

50,000.0t}
Ch ar l es M .P ecc olo , Treasurer

20st 800,000.00

= 11111111= Funding Certification (certification ; required b y T . GA .. § 0-4-5113 , that there is
appropriation from which the obligated expenditure is required to be

otherwise encumbered to payobligatiuns previously incurred)
maimmimpolmlima balance in the

MINNIMEMI
paid that is not

TOTAL: $

	

325,000.00 $., ..

	

850,000.00

04130/10 4130/2011

Contractor Ownership (complete only for base contracts with contract # pwelix, FA or GR)

	

N/A

African American Person w/ Disability Hispanic Small Business

OTHER minority/disadvantaged-

NOT disadvantaged

11 Asian Female Native American

Contractor Selection Method (complete for ALL base contracts - N/A to amendments or delegated authorities)

RFP Competitive Negotiation Alternative Competitive Method

Non-Competitive Negotiation Negotiation wl Goeemment(eg,iD,cC,0U) Other

Procurement Process Summary (complete for Alternative Method, Competitive Negotlatloh, Non-Competitive Negotiation, OR Other)

The University originally bid the services of ECG Management Consultants to development a plan for a more structured aligned partnership between
University of Tennessee, UT Medical Group, Inc., and LeBonheur Children 's Medical Center. The University now desires ECG Management in
implement the plan they developed. LeBonheur Children's Medical Center will reimburse lice University for half of these expenses.
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ECG.
ECG MANAGEMENT CONSULTANTS, INC.

100 Cambridoo Streit, Suite 2001, Bo;'don, MA 02114 .2504

aiaT,haar 617.227.0100 r 617,227.0042 :

ar! ecg ?ecgmc.^:arn tsrb ^^re Wv..v.eG(rc.com

MANAGEMENT
CONSULTANTS SEATTLE - 8OSTON . WASHINGTON C • SAN DIEGO +.ST. LOUIS

February 24, 2010

Merl B. Armour, M.SN., M.B.A.
President and Chief Executive Officer
Le t3onheur Children's Medical Center
50 North Dunlap Street
Memphis, Tennessee 38103-2893

Steve J. Schwab, MD.
Interim Chancellor
University of Tennessee Health Science Center
62 South Dunlap, Suite 220
Memphis, Tennessee 38163

Dear Ms. Armour and D Schwa

It has been the pleasure of ECG Management Consultants, Inc., to assist Methodist Le Bonheur
Healthcare (MLH) and the University of Tennessee Health Science Center (UTHSC) over the past
several months to develop the preferred model for a new pediatric faculty group practice through a
collaborative and well-informed planning process. The work conducted to date is captured in a
series of documents, most notably the Memorandum of Understanding (MOU), which includes the
objectives, organizational characteristics, and financial affairs of the proposed practice (i.e., serves
as business plan). The acceptance of the MOU by the three participating parties marks the end of

Phase I of the project. We are pleased that the two institutions have asked for assistance with the
next stage of transition planning and implementation of the model This document serves as the
letter of engagement for the next segment of the project based on preliminary discussions with your
respective teams regarding the availability of internal resources to the organizations and outside
assistance needed to successfully implement the practice.

For reasons that include but are not limited to the following, ECG believes it is uniquely qualified to
continue to assist UT and MLH with this critically important initiative:

ECG is deeply familiar with the mutual goals and interests of the parties relevant to the
formation of the practice as well as the enterprise- or system-wide vision and goals of the
institutions.



Merl Armour, M,S.N., M.B.A.
Steve J. Schwab, M.D.
February 24, 2010
Page 2

ECG has extensive experience with planning and managing the implementation of new
community/private practices as well as faculty group practices, including highly complex
mergers and acquisitions among physician practices and/or with hospitals.

ECG has a dedicated children's hospital/pediatrics group, which allows us to bring forth best
practices and contemporary arrangements relevant to the design and implementation of the
practice,

ECG is nationally recognized for its experience with AMGs and the many issues specific to
teaching hospitals and medical schools, which is valuable when leading a joint planning and
implementation project such as the one proposed herein.

The remainder of this letter includes the objective, approach, and budget for the next phase of the
project.

A. Phase II Objective

The ultimate objective of Phase 11 is to execute all necessary transition steps and tasks to establish
and commence operations of the proposed Pediatric ['acuity Practice (PFP) as it is described in the
MOU and related documentation. 1 This objective will be achieved through a highly organized and
time-efficient transition planning process managed by ECG and with the collaborative participation
of UT, MLH, and UT Medical Group, Inc. (UTMG).

B. Project Approach

ECG is acutely aware that while the MOU is in the process of being vetted and executed, final
approval is required by UT and MLH before the practice can be officially established and financial
relationships initiated. As of the date of this letter, it is ECG's understanding that the proposed
practice is tentatively scheduled to be presented to the UT Board of Trustees for approval in dune
2010. That said, ECG has prepared an approach and work plan that appropriately focuses on the
many transitional issues that need to be addressed prior to the establishment of the practice. This
will cause the work plan to be More staggered than originally planned to correspond with approval
timelines. Accordingly, ECG has organized Phase Il into the following two sub-phases to
correspond with the UT approval timeline:

Some proposed elements in the MOU are subject to change prior to or during the transition planning
process (e.g., establishment or use of foundation).

ECG CONSUL ARTS



Merl Armour, M.S.N.; M.B.A.
Steve J, Schwab, M.D.
February 24, 2010
Page 3

Phase fl-A — Transition Planning

Phase fl-B — Practice Formation and Implementation

Phase II-A will entail additional due diligence and detailed transition planning during thisproap -
proval stage. Once all approvals are secured, Phase Il-B will commence and entail the activation of
the many of the items prepared during the previous sub-phases FCG has evaluated the require-
ments and tasks associated with the full transition and implementation ofPFP and separated the

efforts into two sub-phases, which will be performed sequentially,

ECG's Role and Responsibility

The proposed approach and work plan includes ECG serving the following twofold role throughout
the engagement:

Due Diligence, Analysis, and Expertise

ECG will continue to collect data, conduct supplemental analysis, and offer recommendations for
issueslitems related to the post-MOU transition planning process. Drawing from its experience with
similar initiatives, ECG will provide insight and techniques to ensure that the transition phase is well
informed and the implementation phase is successfully executed. Additional due diligence and
analysis will also be performed for a series of key transitional items, ranging from practice
management services to conversion of physician benefits.

b.

	

Project Management Office

ECG will maintain a project management office (PMO) and serve as full-time project manager to
centrally oversee and lead the transition and implementation under the joint direction of the UT
College of Medicine Chattanooga (UTCOM) Executive Dean and Le Bonheur CEO and with the
participation of administrative personnel of the parties. This will be accomplished by ECG
establishing and staffing a PMO throughout the duration of Phase II.

ECG will be the central point of contact for transition and implementation during Phase 1I. With a

dedicated work space at UTCOM, MLH, or UTMO, ECG will assign resources to this project to be
on site on a regular basis to manage the task-specific work plan and conduct needed analysis and
planning to augment resources available in the organizations,

{tr ldAYl^GEMENT
ECG C^NSULTAfl T4



Meri Armour, M.S.N., M.B.A.
Steve J. Schwab, M.D.
February 24, 2010
Page 4

Steering Committee, Work Groups, and Points of Contact

a. Steering Committee

ECG will work with senior leadership of UT and MLII to determine the most appropriate composition
of a steering committee to oversee the transition/implementation phase. It is anticipated that the
steering committee would meet every 4 to 6 weeks to be briefed on overall progress. This
committee may or may not be the proposed PFP Board of Directors (or subset thereof).

b. Work Groups

At the outset of Phase II, ECG will work closely with UT, MLH, and UTMG to establish multiple
small, designated work groups that will meet on a regular basis (every 1 to 2 weeks) to actively
engage in addressing specific tasks for a particular area (e.g., finance work group).

PFF Steering
Committee

Executty. r^f'_dr

UTCOM
CEO

Le Bonheur

PMO
(EGG)

Work Group

	

Work Group

	

Work Group

c,

	

Primary Points of Contact

In an effort to streamline communications, ECG will consider Mr. Matthew Love (MLH) and Mr. J.
Timothy Mashburn (UTCOM) to serve as the primary points of contact be available on a daily
basis if needed) during Phase II: The formal client contacts for the engagement will be Steve J.
Schwab, M.D. (UTHSC) and Ms. Merl Armour (MLH). These points of contact will naturally not

MANAGEMENT
Li ..,u CONSULTANTS



Meri Armour, M.S.N., M.B.A.
Steve J. Schwab, M.D.
February 24, 2010
Page 5

preclude ECG from meeting with many other constituents throughout the course of this project to
seek guidance, direction and input, including but not limited to the interim Dean of UTCOM;
Executive Vice Chancellor UTHSC; and/or Vice Chancellor for Finance and Operations, UTHSC; as
well as the executive leadership of UTMG (i.e., as it relates to the divestiture).

Work Plan Outline

1.

	

Phase II-A -- Transition Planning

Phase I1-A will largely focus on the detailed planning and preparation required to populate the many
definitive agreements that will formally define PEP. Analysis will shift from feasibility (Phase I) to
supportive analysis required to inform and prepare transactions (e.g., purchased services).
Governance and management structures defined in Phase I will be defined in policy documents in
Phase Ii-A.

Below is a list of major tasks/areas that ECG anticipates will be included in the preapproval
transition planning process of Phase II-A. This list is not exhaustive; it is subject to review by UT
and MLH, and major categories could change, For purposes of this document, the Majority of the
bulleted list of elements implies necessary analysis and appropriate preparation that will be
performed during Phase it-A short of implementation (pending final approval). Exceptions will be
made on a case-by-case basis (e.g., LT and MLH may elect to initiate a search for an executive
director prior to receiving final approval of PFP). Through the PMO and in collaboration with the
work groups, ECG will address items in the following major areas (categories/classifications subject
to change):

Preappraval Documentation and Stakeholder Communication

MOU refinements with parties and legal counsel.

Presentation to attorney general

Correspondence with and/or presentations to UT, MLH, and/or UTMG boards or board
committees:

Town hall meetings/open forums:

Supporting documentation requirements by UT administration/board.

ECG CoNSUt.ANTS
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February 24, 2010
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Affiliations/ Contracts

UT/PFP affiliation agreement.

UT/MLA affiliation agreement.

PFP/MLI i service and affiliation agreemen

Governance and Management

PFP bylaws, including board/committee election and nominating procedures.

Executive director job description and search.

Medical director job description.

Standing board committees.

Practice operating plan, including core policies and procedures.

Organizational charts and job descriptions (clinic operations}.

UTMG Divestiture and PFP Practice Services

Documentation/correspondence and supporting analysis for banks.

Vendor, supplier, and partner agreements.

PFP/MLH purchased services agreements (revise/reassign existing UTMG agreements

Affiliated hospital agreements (review and prepare revisions).

UT affiliation agreement (review, prepare revisions and identify process}.

Business-related insurance.

PFP/UTMG purchased services agreements (including review of all supporting costs;
personnel).

AIR (preplanning}.

L4 CONSULTA$T5
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Practice/Clinic Operations

Purchased services agreement(s), including personnel leases.

Property leases.

Supplies.

Human resources function (regardless of location

Registration and scheduling (new module, new scripts).

Medical records (paper).

EMRIIT transition.

Physician Affairs

Faculty salary realignment (UTCOM/UTMGIPFP).

Physician compensation and incentive system. '

Employment contracts.

Payroll (dual or single).

Benefits.

Malpractice.

Billing, Contracting, and Credentiaiing

Government and commercial payer notifications and correspondence

New accounts and NR for post-start-date billing linked to new tax ID.

New lockbox.

Compliance policies and procedures.

Interimpayor contracts and long-term strategy.

ECG CONSULTANTS
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Finance and Business Operations

Restricted accounts or foundation financial arrangements.

Accounting system.

Financial and performance reports.

Provider-based clinics (e.g feasibility of converting; impact to PFP financials).

Budget guidelines and procedures.

UTMG asset transfer.

Initial operating budget.

Legal and Compliance

All definitive agreements (not previously mentioned

Fair market value analysis and documentation.

Compliance policies and procedures.

Medical records.

Malpractice-related matters,

Marketing and Patient Communication

Practice name,

Stakeholder and patient communication strategy, plan, and documentation.

Signage.

PFP Web site; modifications to IJTHSC, UTMG, and MLH Web sites.

2.

	

Phase II-B - Practice Formation and Implementation

Contingent upon final approval of both UT and MLH, which is anticipated in June 2010, Phase II-B
will be launched and include the fennel establishment of PEP (as a nonprofit corporation); execution
of all definitive agreements prepared during Phase If-A, and implementation of practice operations.
ECG envisions there to be a 45- to 60-day period of piloting and testing segments of implementa

ECG COt SULTANTS'
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Lion prior to the effective start date. In addition to assisting with the coordination and execution of
all definitive agreements, ECG through the PMO will assist with such major implementation
tasks/areas (i.e., publicly or in a less visible supportive role to the executive director and others),
including but not limited to the following:

Seating of PFP board and facilitation of initial meetings.

Capitalization and start-up funding.

Payroll and benefits transitionlimplementation.

Physician credentialing/enrollment.

Initiation of biking/collections (AIR).

Depertment/faculty meetings.

Clinical and administrative staff meetings.

Management of patient communications, including documentation and telephone scrip s.

Initiation of financial and performance reports.

Implement financial arrangements.

Launch marketing plan.

It is difficult to predict the nature of Phase 11-Band level of effort required internally or by ECG. The
level of effort and assistance by EGG during Phase II-B will depend upon the preparation and
progress accomplished during Phase 11-A and the extent to which there are new Issues/items that
surface as implementation begins. With permission from UT and MLH, and avoiding any
appearance of premature activity while final approval is pending, ECG will aim to maximize the
number of items addressed and prepared in the preapproval phase (Phase II-A) to keep a
reasonable pace.

D.

	

Project Team
The importance of this engagement is reflected in the senior-level staff ECG will assign to the
project team. ECG will assign a project team to this engagement with substantial experience with
practice plan development as well as specialized expertise to assist with specific components of the
transition and implementation.

ECG CONSU TANTS
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Mr. Christopher T. Collins, Protect Officer

Mr Collins, a Principal in the Academic Healthcare Division at ECGs Boston office, will con-
tinue to serve as project officer for this assignment. He has over 12 years of experience in
the healthcare provider sector and works exclusively with senior leadership of AMCs nation-
ally. He has led a wide range of strategy, business development, and organizational re-
structuring initiatives for and/or among multiple entities of an AMC, including the univer-
sity/health sciences center, medical school, teaching hospital, faculty group practice, and
department or multidisciplinary center. Mr. Collins has extensive experience with practice
plan development/enhancement; clinical program integration/multidisciplinary program de-
sign; and hospital/physician arrangements, including joint ventures in an AMC setting.
addition, relevant to this proposal, Mr. Collins is familiar with UT/UTHSC and MLH,

As project officer, Mr. Collins will have overall responsibility for maintaining the firm's high
standards of quality and ensuring that the objective of this engagement is met. Working
closely with the project manager and others assigned to the engagement, he will be actively
involved in the project and the development of deliverables; and will participate inall key
project meetings.

Protect Manager

An ECG manager or senior manager will be assigned to this engagement to serve as the
primary point of contact for the PMO throughout the transition and implementation stages;
This individual will have experience with physician practice operations and experience with
managing work plans of this scale. This individual will be responsible for tracking the task
specific progress of the engagement on a daily basis and serve as a liaison between UT,
MLH, and UTMG staff as well as other outside resources that are required to assist with
Phase IL. The consultant will be selected based on specific credentials and the availability of
resources at the time this engagement is authorized.

Project Staff

One or more senior consultants will also be assigned to this project to support the project
officer and project manager. Staff assigned to this engagement will conduct needed aria-
lytics and due diligence to support planning and decision making throughout Phase Il as well
as prepare documentation. Staff assigned to this engagement will have a master's degree,
several years of healthcare industry experience, and specific experience with physician
practices.
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Technical Advisers

Other ECG principals and/or senior managers may be called upon on an as-needed basis to
support Mr. Collins and provide input/guidance for specific areas during Phase ll (e.g., payor
contracting). UT and MLH will be notified in advance for approval before such technical ad-
visers are engaged.

Biographies of and/or references for team members will be furbished under separate cover upon

request:

Schedule

We are prepared to begin this engagement immediately (within 5 business days) upon the
institutions' authorization to proceed. ECG anticipates that 2 to 3 weeks will be required to conduct
necessary preplanning before transition planning is fully engaged, This includes establishing the
steering committee, work groups, and meeting schedule as well as developing an agreed-upon,
task-specific work plan by component (similar to items listed in subsection C.1 herein).

With a well-coordinated, task-driven effort and the participation of the parties, ECG believes that the
key transitional issues can be fully addressed and definitive agreements completed by June 30,
2010. This assumes that ECG's staffing plan Is endorsed, work groups are engaged and
cooperative, and respective legal counsel assist in a timely manner

Assuming final approval is secured by UT in June, ECG is optimistic that the practice can be
incorporated and faculty can begin to transition in July and August, with PFP in operation by
September 30, 2010, This may or may not include full employment of physicians by this point in
time (may include lease arrangements until payor contracts and credentialing is complete).

The table below depicts the rough timeline of Phases II-A and li-B. This is subject to change based
on several factors, including the ability to secure final approval by UT in June. Provided that
transition planning is executed efficiently with active participation of the parties, ECG anticipates the
practice can be incorporated and definitive agreements can be executed in July, and the first board
meeting can be held in August,
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Mar Apr May Jun Jul Aug Sep Oct

Develop task-spec iic work plan, establish '

committee(s), and assi jn work groups:

Phase II-A -- Transition Planning (preapproval

Phase I I-1 Practice F;^ rma oe and l e i F r ntatlon
(Post-approval).

The scope of work and the estimated budget provided in the next section are contingent upon the
accessibility of required data and the availability of UT and MLH administration and staff to meet
with and work collaboratively with our project team. ECG will strive to complete this assignment as
efficiently as possible within the expected time frame. We will be proactive in communicating with

you regarding issues that may impede our ability to conduct our work in a manner that is consistent
with our approach described herein.

Phase II Budget

a.

	

Consulting Services

We have structured the cost estimate to reflect the approach described in this letter, including the
targeted timeline of Phases II-A and li-B shown above. We charge for our services based on the

professional fees and project-related expenses incurred. Our professional fees will be determined
by the actual hours worked on the engagement at our standard hourly rates. Project-related
expenses will include the direct cost of travel, document preparation, telephone, and other out-of-
pocket expenses. Given the nature of this assignment, ECG estimated the number of hours by
project team member (and standard billing rate) required to complete Phases Ii-A and il-B over the
course of 6 to 8 months. We estimate the monthly project budget to be approximately $81,000 in
professional fees. This represents an average over the course of the engagement, with some
months being higher or lower than others depending on the tasks being executed and the level of
ECG resources requiredlauthorized.

ECG
MANAGMrNT
CONSULTANTS



Meri Armour, M.S.N., M.B.A.
Steve J, Schwab, M.D.
February 24, 2010
Page 13

Average Monthly Budget Hours
Hourly
Rate

Average
Monthly

Fees

Project Officer (Ni . C ^ liras i 30 to 8U $325 522,750

Project Manager 120 to 160 $225 31,500

Pr'ofect •`_^

	

le '120 to 16: 4 1

	

? 1 26,600

AVERAGE MONTHLY FEES 80850

The above budget assumes the following with respect to the deployment of esources and project
management;

Mr. Collins will be engaged on a weekly basis, attend all steering committee meetings, meet
regularly with senior leadership, and attend many of the worn group meetings (particularly in
the first stage of the project), he anticipates being in Memphis at least 2 weeks per month
for this assignment,

Through the PMO, the project manager will manage the work plan and work closely with
staff of UT, MLH, and UTMG on a weekly basis. FCG anticipates the project manager to be
on site at least 3 to 4 weeks per month.

Project staff will conduct analysis and prepare documentation under the direction of the
project manager and project officer and be on site when necessary.

As a cornerstone principle of the firm, ECG executes work plans in a cost-effective manner and is at
the client site when necessary. Staff will conduct analysis and other tasks remotely from the ECG
office if in-person meetings are not required for a period of time. Every effort will be made to
maintain the proper balance to maintain constant contact with the client and be accessible to UT
and MLH on a daily basis while managing the project budget.

Subcontracts for Consulting Services

The estimated budget above does not account for other specialty consulting firms that may be
retained during Phase Il, which most likely relates to physician benefits at this time Assessing
different payroll and benefits options will be a high priority during the first 4 to 6 weeks of the
engagement. Depending on how many options UT and MLH would like to explore and the degree
of variance from how UTMG and UT are currently positioned to offer benefits, a specialist may be
retained to develop and implement a plan for payroll and benefits. ECG regularly partners with a

U caksut gets
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number of firms that specialize in this area for similar assignments. EGG will work with UT ant
MLH to determine whether such a specialist is needed. ECG has experience with comparing
benefits structures and developing a preferred strategy but defers to other specialists to fully
evaluate and design detailed benefits options and plans. It is anticipated that ECG would contract
with the consulting firm and invoice UT and/or MLH.

Legal Services

Nelson Mullins Riley & Scarborough LLP will continue to assist UT and MLH on an as-needed basis
hroughout Phase Ii. Their primary role will be to assist with the development of all new definitive
agreements as well as revisions to existing affiliation agreements and contracts where applicable,
Nelson Mullins will work closely and collaboratively with the respective legal teams of MLH, UTMG,
and UT. Drawing from their experience with similar pediatric joint venture arrangements between a
teaching hospital and university/medical school, they will offer advice and identify legal solutions
that fit within and are consistent with the policies and procedures of the three parties. They will
work on a time-and-materials basis with hourly rates ranging from $250 to $750 per hour. For the
preparation of definitive agreements and to provide advice throughout Phase II, total fees are
estimated to be between $25,000 and $40,000, Nelson Mullins will be subcontracted through ECG
for this phase, and costs associated with legal services will appear as a separate line item on
ECG's monthly invoices.

Billing

During the course of the engagement, we will bill monthly for our services based upon the actual
fees and project-related expenses incurred. Monthly payments are expected within 30 days of
receipt of invoice, ECG will send the full invoices to UT for payment. It is our understanding that
MLH and UT will share the cost of the engagement through separate arrangements, which will be
administered by the parties and outside the purview of this letter of engagement.

We anticipate project-related expenses (e.g., travel costs) to be approximately 10 percent of
professional fees. The ECG project team will make every attempt to book travel well in advance to
minimize air fare costs. Further, ECG will attempt to secure a discounted rate with an area hotel for
the duration of the project,
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Your continued trust and confidence in ECG`s capabilities is duly recognized and serves as a
source of motivation and continued commitment to getting results that exceed your expectations:
We deeply value our relationship with UT and MLH and look forward to proceeding with Phase 11 of
this important assignment.

Very truly yours,

ECG MANAGEMENT CONSULTANTS, INC.

Christopher T. Collins
Principal

CC/Irripll 53165(doc-E)/1573-00

cc Mr. Matthew Love, Vice President, Planning and Strategy, MLH
Kennard D. Brown, J.D., M . P,A:,Ph,D., Executive Vice Chancellor and Chief of Staff, UTHSC
Mr. Anthony Ferrara, Vice Chancellor for Finance and Operations, UTHSC
J. Timothy Mashburn, M.B.A., Associate Dean, Finance and Administration, UTCOM
J. Lacey Smith, M.D., Interim Dean, UTCOM

Please sign and return a copy (via postal mail or fax) indicating your acceptance of this proposal.

Acknowledged and Accepted By:

	

Date:

Title:

(f, Ni ANAC,.Clt1ENT
t,.0 CONSULTANTS
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THE UNIVERSITY OF TENNESSEE

CONTRACT AMENDMENT

This amendment is to the contract between the University of Tennessee (hereinafter University and

ECG Management Consultants, Inc.

	

(hereinafter Contractor), which Contract was signed by the

University. on

This Contract amendment consists of this cover page, the Universitys Standard Terms and Conditions and

0.	 additional pages.

By mutual agreement, the University and the Contractor agree to the following amendment:

to extend contracted consulting services (contract tracking # 6500009575) to engage external expertise in the development of a
more aligned partnership structure between UT Medical Group, inc. (ttTMG) and our affiliated teaching hospital, I e Ganheur
Children's Medical Center thrp 0 212 812 0 1 0 and by $50,000.00 to include the coat of legal review.

The University's maximum liability under this contract is $525,000.00

All other tcrate remain unchanged.

In witness of their acceptance of the terms of his agreement, the parties have had this Contract executed by their duly
authorized representatives.

Printed Name

//,/c/ ?^-c_-- , ECG-

CAm it/ -D. 6.6
Addres s

Z 7- o(O0
Telephone Number

'I
l(	 ^ 7t3

SSN or Fed. ID Number

FOR UNIVERSITY:

Responsible Account (if applicable)

FOR CON OR:

Administrative Signature (optional)

a!r
Adminiist -

	

rtnied Name

Atulhorized

	

al Signature

Mc el Name (printed)

Title

COM Special Education Fund
gnature

	

Department Name^r
U

	

C.. a Lt..,r.JS

	

ROM201-012



STANDARD TERMS AND CONDITIONS

The University is not bound by this Contract until it is approved by the appropriate University offctal(s) indicated on the signature
page of this Contract
This Contract may be modified vary by a written amendment which has been executed and approved by the appropriate parties ue
indicated on the signature page of this Contract;

The Contractor shall not assign this Contract or enter into a subcontract for any of the services performed under this Contract
without obtaining the prior written approval of the University;

4. Unless otherwise indicated on the reverse, If this Contract provides for reimbursement for travel, meals or lodging, such
reimbursement must be made in accordance with University travel policies.

5. The Contractor warrants that no part of the total Contract amount shall be paid directly or indirectly to an employee or official of
the State of Tennessee as wages, compensation, or gifts in exchange for acting as officer, agent, employee, subcontractor, or
consuitantto Contractor in connection with any Work contemplated or performed relative to this Contract, arid that no employe; of
official of the Stateet Tennessee holds a controlling interest in the Contractor. If the Contractor is an individual, the Contractor
certifies that hefshe is not presently employed by the University or any o c her agency or institution of the State of Tennessee:, that
he/she has not retired from or terminated such employment within the peel six months; and that hetshe wilt not be so employed
during the term of this Contract,

The Contractor shall maintain documentation for all charges against the University under this Contract, The books. records and
documents of the Contractor; heeler as they relate to work performed or money received under this Contract, shalt be rnairitaincd
for a period of three (a) full years from the date of the final payment, and shall be subject to audit, at any reasonable time and
upon reasonable notice, by the University or the Comptroller of the Treasury, or their duly appointed representatives. These
records shall be maintained in accordance wilh generally accepted accounting principles:

7.

	

No person on the grounds of disability, age, race, color, religion, sex, national origin, veteran status or any other classification
protected by Federal and/or Tennessee State gonsfitutional and/or statutory law shall be excluded from participalion in. or be
dented benefits of orbe btiietwise subjected to distximination in the performance of this Confract The Contractor shalt, upon
request, show proof of such nondiscrimination, and shell post in conspicuous places, available to all employees and applicants,
notice of nondisarirenetioll
The Contractor, bring an independent contractor, agrees to carrydrequato public [lability and other appropriate forms of
Insurance, and to pay all taxes Incident to this Contract The University shall have no liability except es specifcallyprovided in thi;;
Contract

B.

	

The. Contractor shall comptywllh all applicable Federal and State laws and regulations in the performance of this Contract
ib.

	

This Contract shall be governed by the laws of the State of Tennessee, which provide that the University has liability coverage
solely under the terms and limits of the Tennessee Clairns Commission Act.

11,

	

The Contractor shall avoid at all times any conflict of Interests between his/her duties and responsibilities as a Contractor and
his/her interests outside the scope of any current or future Contracts. The following principles define tho general parameters of a
conflict of interests prohibited by the University

a, AContractors outside Interests shall not interfere with or compromise his/her judgment and objectivity with respect to
his/her duties and responsibilities to the University.

b, A Contractor shall not make or influence University decisions or use University resources in a manner that results in

Financial gain outside any current or future Conti gets for either the Contractor or his/her relatives or
Unfair advantage to or favored treatnxnt fora third party outside the University

a A Gontracto/s outside financial interests shalt not affect the design, conduct, pr reporting of research.

The Contractor certifies that he/she has no conflicts of interests and has disclosed in writing the following
a. Any partners or employees of the Contractor who are also employees of the University
b. Any relatives of the Contractors partners or employees who work for the University:
c Any outside interest that may interfere with or compromise hismer judgment and objectivity with respect to his/her

responsibilities to the University;
12. It the Contractor fails to perform properly its obligations under this Contract or violates any term of this Contract, the University

shall have the right to terminate this Contract immediately and withhold payments in excess of fair compensation for completed
services, The Contactor shalt not be relieved of liability to the University for damages sustained by breach of this Cont ract by the
Contractor.

13. It is understood by the Contractor that the University will possess all rights to any creations, inventions; other intellectual property
and materials, including copyright or palente in the same, which arise out of, are prepared by, or are developed in the course of
the Contractor's performance wider this Contract. The Contractor and the University acknowledge and agree that Ike
Contractors work under this Contract shall belong to the University as "work made-for•hire^ (as such term is defined In U.S
Copyright Law).

ia.

	

For personal, professional, and consultant services, the Contractor shall submit brief, periodic progress reports to the Universityas requested.

l5. In compliance with the requirements or Chapter 878, Public Acts of 2000 of the State of Tennessee for any contract for goods or
services purchased by the University, the Contractor hereby attests that the Contractor shalt not knowingly utilize the services of
an illegal immigrant in the performances of this Contract and shall not knowingly utilize the services of any ;subcontractor who mill
utilize the services of an illegal imrnnierent in the United States in the performance of the Contract,
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THE UNIVERSITY OF TENNESSEE

CONTRACT

This Contract made and entered into on May 2L 2009, documents the agreement between The University of
Tennessee (hereinafter "University"), and ECG Management Consultanttt, Inc. (hereinafter Contractor).

This Contract consists of this cover page, the University's Standard Terms and Conditions (on reverse) and ,,I4
additional pages, Terms contained on this cover page and the Terms and Conditions shall prevail over those of any
attachment unless otherwise stated under "Other Terms" below.

Contractor will provide the following:

Consulting services to engage external expertise in the development of a more aligned partnership structure between UT
Medical Group, Inc. (UTMG) and our affiliated teaching hospital ; he Bonin-me Children 's Medical Center: See attached
for Contractor'; objective and approach of the project, work plan and estimated budget.

The period of performance under this Agreement is from. 6/01/2009 through 10/31/2009. However, the
University may terminate this Agreement by giving Contractor at least thu-ty (30) days written notice before the effective
termination date, in which event Contractor shall be entitled to receive equitable compensation for satisfactory authorized
work completed as of the termination date.

The Universi will compensate the Contractor

	

NA

	

Sie	 'other payment terms below..

Other pay ttent terms:

Payment obligation under this agreement will be $239,700 lot contract services and 535,300 for expenses:
Monthly payments will be paid within thirty (30) days upon receipt of invoice. The University of Tennessee will
subcontractor with Methodist He Bortheur Nealtheare (Methodist) and LTMG for fifty percent (50%) of the total
estimated budget,

The University's maximum liability under this Contract is $275 000.00.

In witness of their acceptance of the terms of this agreement, the parties have had this Agrcernent executed b
their duly authorized representatives.

FO FOR UN

1
^-{^-s•:L

t'E!'SITY:

ChristpherT.Collins, Scnior 11fanaser
Name and Title

FOG Management Consultants, Inc.
Address -

00 Cambridge Street,S}cite. 	2901, Bnsmn MA 02114:

61732741100
Tlephwte

Federal lDcj 1072663
SSN or Federal I.D. no.

Mae 21,2009
Date

Dcpartmcttt'

Responsible Account
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STANDARD TERMS AND CONDITIONS

Tlrc University Is not hound by this Ct ntrnct until it is approved by tho appropriate Univcosily offioiai(n) indicated on the sirineture
patio of this Contract

2. This Contract may bet modified only by a written amendniient which has been exer^utcd and approved by lire appropri rto,

	

tics
n[eroufed on the sip1011ea pegri of this Cotitruct.

3. The Contractor shall not assign this Contract or ontartnto a subcontract for any of the cervices performed triter this Contract
without obtaining the prior written approval of the University,

4. Unless otherwise indidaled oft the ri vcrsv, it this Contract provides for remtLutsvtnunl fur tlt4VeI, ruuuid or i puymg, a>ucli
reimbursement must be made in accordance with University travel policies.

ii.

	

1tc Contractor weltfortla that no port of flw total Contract amount shall be paid railevtly or indirectly to ore Cnipioyro or official of
the State of Tennessee as wages,.compensatiart, or gifts ir) exchange for acting as officer, agent, employee, subcorin other, or
rronsultent to Contractor in connection with rartyy.+ork contemplated or performed relative to this Contract, and that no empinyrrn or
official of the State of Trnnaseooc holds a controlling Irtierest In the car,ntrootor, If the Crr Iroritor is on individual, the Contractor
coritges that he/She is not presently employed by ttie University or any odic' agency or irr,tttutrcrr of the Statue vi f irnriescu, that
mar/she has not retired from orter;rtinated such employment within the past six months: and that fieishe wilt not be so employed
durrnp the terns of this contract

d.

	

-Vito Contractor stroll maintain docurrlrntution for all (Morgort against the Litoverr;ity fonder this f=ur inert. The boot-on loicoicts and
<locurrionts of the Contractor, neater as they relate to work performed or money received under this Contract, shall be triarniatned
for it period of three 0) full years from the Onto ot the final pnynrorrt, and shrill be s.ttbtecl to audit, at oily reasonable lime and
upon reasonable notice, by ihu University or this Comptrotier of the Trr;tioury, or their duty cippourted ropredvrrtnativee. Theusrn
records dhoti Lie maintained in occorduncu with duncrally accepted accounting principles,

7. No person on the grounds of disability, age, race, color, rolfgton, sax, national origin, veteran status or any other classification
protected by ,Foder+t and/or Tenor sir; Stafe constitut cnol and/or statutory low shell be exeludcd from partwwipotron in, or be
Monied benefits of, or Lis otherwise subjected to discrimination ire the perfortmrrico ot this Contrrtr,,t. Ito Contractor sited], oputn
mimetic!, show proof till such far dtnerirnirmtian, and shall post air conspicuous places, available to all ernptoyees and applicants,
notice of nondiscrimination.

3.

	

The Contractor, being err lndependr.nt contractor, agrees to curry sdeyuale: turbbc liability and other appropriate Ion-no of
ttsuta.icu, and to pay ail taxes incident to this Coritroct„The University shalt have no liability tracept a specdie:ally r provided io Itiis
Contract.

t.

	

Tile Ca'itrniotar ii hill comply c,ill? fill applicable Fedora] and Slate tows cold regui,-ations in the periornnanccr of this Contract.

1Ct

	

This Crrdrocd shall t_o i nvernod by the taw, ail the Sleto ul'[minossde, whicl provide that No thaivcrsity it

	

iietrilrty co0erage
solely under Iho tome, and Junto of trw 'fenressre Claims Commission Act.

t I `the Contractor shall avoid at all times any conflict of interests between hw>Jher duties and trap nstbiitir , a ; r,F Contractor (1 0
his/her interests mottle the scope of airy current or triune Contracts. Ttiov followin g principles ete(irte the yenoraf vuttrrrruturit

ontlict of interests prohibited by the University:

a.

		

A Contractor's cirtside interests shall not interferer with or Cnrnpnatnirtc his/her juriyirnt tit rmd objectivity with respect u:
his/her duties and responsibilities to the University.

A Contractor slertl not make or intludriod University decisions or use University resources in a manner that results in:

Fir anon pain outside tiny current or future Contracts for either tilt) Contractor orltininor rclativar; or
Unfair advantarga to or travnrnn trnttlmont fo r a third Doily oulnrdn thn tJrirvcrsity

A Cuntruelor's outside financial Interests shalt not atfnct the; design, condom, or reporting of rn :catch,

The Contractor codifies that halnhe {iris no conflioto of interests and Mao disclosed in writing {fie iottowirig

a Any partners or empioyeus of the Contractor who are also employees of the University.

b. Any relatives of the Controctoi'a partners of r rnployeer Who whit for the University,

c. Any outside interest that may interfere with or compromise trtelher judgment ants objectivity with respect to his%her
respenaluiiitie to the tiniurir'aity

12, if tiro CoritruCtot fails to perform propoity its obligations unddi this Contract or violates any terns ul flu Contract, the University
shall have the right to terminate this Contract imrnedrate(y and withhold payments in excess ot fair compensation for n rrrnp feted
serukie', The Contractor riholl not be relieved nt tinhil'ity Io thn tinivcr iity for damages rnistninr.,d by breach of this Cm-drool by tiara
Contractor

13, It is unrdorstood by the Contractor that thin U ,itr;rsity tvlll pot ire', tilt rig nits tn env on r ations, invention to, other it nil:rn=tua property .
and malorinls, including rot yirOnt or patents in !Id some, which onset out oi, err: propane by, or arcs doveltrpud iii thi.. : cuoran of
the Contr,i i,tor's purlonnencd and='r thin Contract faro Contractor and the University acknowledge ,,no agree that the
Contractors work under this Contract shall celnnri to the University a "work-made•frsr llir " is seal Morn is defined In U.S.
Copyright t nwr

11

	

t= its personal, protesuiuiiui, and cansuttatil aurvtcos. tier! UuntrUCtor strut submit brief, periodic progress reports to the lltrlve,rsily
as rot iurstc

15. In compliance with ihrr rniIuirem'nis of t ircortor 878, Pirhiin Act:c of 20Gb of Mu State of Tennessee, for airy oorttreef for goods of
services purchased by the University, the Contractor hereby attests that the Contractor shall not knowingly uttrire the s,eo 3ir,irr, of
an Itlepal Immigrant in tlii' trerformanot*t, ot this Contract and shall net knowingly utilize the services at any stiheurrliactor Who will
utilize the services of an iilegat immigrant in tide United States i i llta performance ui the Condom,



ECG MANAGEMENT CONSULTANTS, INC.

'100 C nnbrldgc Street, Suite 2001, Boston, MA 02114-2509
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SEATTLE - BOSTON WASHINGTON D.C. • SAN DIEGO t, ST. LOUIS

May 21, 2009

Merl Armour, M.S.N., M.B.A.
President and Chief Executive Officer
Le Bonheur Children's Medical Center
50 North Dunlap Street
Memphis, Tennessee 38103

Steve J. Schwab, M.D.
Executive Dean, University of Tennessee College of Medicine
Chairperson, Board of Directors, UT Medical Group, Inc.
University of Tennessee Health Science Center
920 Madison Avenue
Memphis, Tennessee 38163

Dear Ms. Armour and Dr. Schw

ECG Management Consultants, inc., is pleased to have the opportunity to present this proposal to

promptly assist Methodist Le Bonheur Healthcare (Methodist), the University of Tennessee (UT)
through its Health Science Center (UTHSC), and UT Medical Group, Inc. (UTMG) to jointly identify
and develop a more integrated partnership model between pediatric specialists and the Le Bonheur
Children 's Medical Centel (Le Bonheur) so they can more effectively leverage the strengths and
resources of each institution to strategically advance children's health.

As a result of a recent initiative that ECG assisted UT with, we are acutely aware of the opportuni-
ties these institutions have before them with respect to building upon the well-established and
nationally recognized pediatrics programs the institutions have collaboratively developed. We are
knowledgeable of and sensitive to the specific issues associated with the proposed initiative and
understand the eagerness of the parties to move forward with a well-informed joint planning
process. ECG is familiar with these institutions and their relationship, as well as the dynamics of
the local market. We are also known nationally for our experience with AMCs and our specialized
expertise with children's medical centers. We believe we are uniquely qualified to assist you with
this important initiative

The remainder of this letter outlines our understanding of your needs, the objective and approach of
the project, a work plan and an estimated budget for your consideration, This proposal benefits

ECG
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from our current understanding s and perspectives of the institutions and therefore super-

sedes/replaces any and all proposals or correspondence from ECG relative to this specific initiative.

A.

	

Our Understanding of Need

Through a close affiliation and renewed partnership with new leadership, UT, through its College of
Medicine (UTCOM), and Methodist share a vision to develop and grow several major service lines
and elevate the stature of the AMC. This commitment is particularly evident in recent years by the

joint recruitment of top-flight faculty to the region; major reinvestment in needed infrastructure,
including facilities; and development of innovative care delivery models. The nationally recognized
pediatric subspecialty programs jointly developed and sustained by Le Bbl-them and UTCOM are a
testament to the partnershp.f

As the institutions look to the next level of expansion and programmatic development, they share a
desire to develop a more contemporary and integrated structure to ensure that both institutions are,
fully vested strategically and financially, and respective resources are maximized for the long-term
sustainability of the children's medical center. The institutions mutually acknowledge that while
there are many successes to celebrate in recent years, and their programs are of high quality, their
contractual/financial relationship has at times drawn valuable focus unnecessarily away from jointly
defining and pursuing strategic goals. With the fiscal reality that pediatric programs require
substantial subsidization to succeed, given their disadvantaged economic model compared to most
other specialties, the institutions wish to develop a new, more integrated model to support the
children's medical center. While the UTCOM and Methodist leadership are closely aligned
regarding the vision and overarching goals relative to a more integrated structure steps need to be
taken to define a mutually acceptable model which, among other objectives, will:

Enhance the academic programs and support the mission of UTCOM.

Serve as an attractive and inviting structure to faculty recruits.

Emulate highly effective and tested structures in place at leading children's medical centers
nationally while recognizing the local circumstances and conditions.

Include select private physicians which complement and culturally align with the clinical
faculty.

For purposes of this document, "UTCOM" represents both the academic programs of the COM and the
clinical enterprise of UTMG (although it is a separate entity). This reference is intentional and meant to
ease the flow of the document, It is not intended to undermine the structure of UTHSC or misunderstand
the important role of UTMG relative to this initiative.

ECG
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Foster an environment that focuses on quality and high clinical productivity and, in turn,
competitively rewards physicians and staff for their contributions.

Provide a structure that will, in time, yield significant strategic and economic gain for both
institutions:

As Le Bonheur continues to make major capital investments, including a new $327 million medical
center to open in 2010, and UTOOM continues with an aggressive faculty recruitment plan with
limited resources, the institutions believe it is imperative that this initiative bey commenced in the
immediate future. To that end, the parties wish to hire an experienced healthcare consulting firm to
help facilitate a joint planning process to identify and define a more unified structure from which the
institutions can further elevate the children's medical center.

B

	

Project Objective and Scope

The objective of this project is to help the institutions identify and develop a business plan for a
more integrated or unified structure between the pediatric specialists and Le Bonheur while
sustaining the academic mission of UTCOM. Through a joint planning process, viable options that
meet mutually established principles and criteria will be examined. Such options win include
prevailing models that exist at preeminent children's medical centers nationally and which may be
applicable and effective at Le Bonheur/UTCOM. Once a model is selected by the institutions and

agreement is reached in principle, a business plan will be developed to define in detail key
elements including:

Organizational and ownership structure,

Financial frame work/funds flow arrangements.

Physician employment/arrangements.

Approach and methodology to integrate physician practices (if applicable).

Physician compensation structure:

Operational infrastructure requirements, including purchased services

Impact on existing organizations.

ECG CO TN
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C.

	

Approach and Work Plan

To accomplish the stated objective, we have developed a specific approach and work plan based
on our experience with similar assignments and consistent with the requirements of the Request for
Proposer (RFP) initially issued in September 2008. Considering ECG's familiarity with the
institutions and preliminary positions regarding this initiative, the approach is designed to target the
key issues early in the process and maintain an accelerated yet prudent, pace throughout the
engagement. The work plan is organized in two phases:

Phase l — Preferred Model/Conceptual Design

Phase 11 - Business Plan Development

At the outset of thin project, we recommend forming a steering committee (or joint planning
committee) that will consider the conceptual design options and oversee detailed development of
the business plan The scope of walk described herein and the proposed timeline assumes that the
steering committee will be a relatively small group of senior leadership of UTHSG, Methodist, and
UTMG

	

decision makers). We propose that these meetings be scheduled every 2 to 3 weeks
and that approximately 2 hours be allotted to each meeting.

PHASE I PREFERRED MODEL/CONCEPTUAL DESIGN

During this phase, the institutions through the steering committee, will collaboratively identify the
most effective partnership model to further integrate the clinical faculty and select private physicians
with Le Bonheur, after closely considering the near and long-term implications of select viable
options. The outcome of this phase will be the conceptual design or framework of the preferred
model. Key tasks associated with this phase include, but are not limited to, the following:

Task 9 — CollectNalidate Background Information

After execution of a confidentiality agreement with both institutions, ECG will collect and review data
and information regarding financial and performance data from Le Bonheur and UTCOM necessary
to inform a productive joint planning process. While ECG is familiar with UTCOM and UTMG,
including the pediatric programs as a result of a recent consultation, we will collect additional
financial and operational data specific to the specialty and subspecialty pediatric programs as
needed. Faculty-specific data collected will he important to the conceptual design of a new
partnership model with respect to compensation and the proposed structure's influence to enhance
productivity and major revenue streams. The review and validation of this information will help
orient ECG to the specific issues prior to conducting stakeholder interviews.
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Task 2	 Interview Stakeholders

During the initial stage of the project, we will conduct interviews with a broad base of stakeholders,
including physicians, to solicit valuable input and insight regarding the issues that relate to the
development of a more unified hospital/physician structure between Le Bonheur and UTCOM. 1I^e

anticipate conducting between 15 and 20 interviews as part of this task. In some cases, it may be
advantageous to perform interviews in small groups. At the outset of this engagement, we will work
with you to select the most appropriate individuals/constituents

Task 3— Facilitate Planning Meetings

Throughout Phase I, ECG will facilitate a series of joint meetings to discuss potential organizational
goals and design principles and consider viable options for a more integrated model between Le
Bonheur and UTCOM. In addition to joint meetings of the steering committee, it may be necessary
to conduct separate meetings with each institution to clarify organizational priorities, discuss
specific issues, and vet implications prior to the joint meetings.

Task 4 — Review Viable Options/Alternatives

A key component of our assistance will be the identification, development, and assessment of
appropriate alternative models for a more integrated pediatric practice pen model Drawing from
our experience and characteristics of successful structures in place nationally, we will work
collaboratively with the steering committee and other stakeholders to identify and assess the
applicability and effectiveness of different models for Le Bonheur/UTCOM. Design features will
specifically cover elements of organization, governance, finances, management, and operations.
Through this analysis, we will offer alternatives that will be considered within the context of the
steering committee meetings. Near- and long-term implications to each institution of each option
and characteristic will be closely examined during this step.

Task 5— Codify Conceptual Model

The goal of the first phase is for the senior leadership of 1-e Bonheur and UTCOM to reach
agreement conceptually regarding a more integrated structure between pediatric faculty and the
children's hospital, The product of our deliberations will be a conceptual design document in the
form of a Memorandum of Understanding (MOU) that contains agreed-upon elements for
organization, governance, finances, management, and operations. Documents will include but not
be limited to the following:

Guiding principles, goals, and objectives of the new structure.

Ownership/corporate structure.

Err

	

rCCONSULTANTS



Ms. Merl Armour
Steve d. SchWab, M.D.
May 21, 2009
Page 6

Governance model.

Organization of physicians and nonphysician practitioners:

Principles and goals of faculty compensation and productivity:

Funds flow structure:

High-level management structure, definition of major functions of the group, and general
reporting relationships

The work product resulting from Phase I deliberations will provide the framework for more detailed
design elements to be defined in the subsequent phase.

Task 6	 SecurePreliminary Approval/Suppor€

Before proceeding with Phase 11, assuming mutual agreement is reached regarding a preferred
structure, it will be necessary to obtain support or preliminary approval of the model from senior
leadership of Methodist and UT, potentially including representatives of the respective boards.
While ECG will defer to the institutions with respect to the required level of approval needed at this
juncture, we believe it is prudent to secure support for the conceptual model before further
investment in an extended planning process. Furthermore, we would anticipate the need to brief
other stakeholders of both institutions to gain additional input and insight at this stage in the
planning process. We will assist with facilitating this step, including all necessary preparation
briefing documents.

Deliverables: MD1JITerm Sheet

Supporting Documentation of Conceptual Design

PHASE II — BUSINESS PLAN DEVELOPMENT

Phase II encompasses a more detailed planning process to delineate and define the new structure
through the development of a comprehensive business plan, including governance, management,
funds flow, and group membership. This phase will produce the necessary detail to proceed with
seeking board approval and proceed with implementation. Notable tasks to be completed in this
phase are outlined below.

ECG
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Task 1 — Dever Detailed Structure and Plan

In this task, ECG will work collaboratively with the steering committee to define and document in
detail all necessary attributes of the new partnership model in the form of a business plan which will
include, but not be limited to, the following:

Organization and governance.

Corporate and organizational structure.

Board composition, authorities, and reserve powers.

Proposed physician membership and relevant criteria.

Policy-making process

Fiscal affairs.

Approach to valuation and financial integration of existing practices (if applicable).

Financial funds flow arrangement.

Faculty compensation model and incentive system.

Treatment of surpluses and reserves.

Management and operations

Management structure/model.

Operating model and procedural considerations,

Notable infrastructure requirements.

As part of this step, ECG will use readily available financial data from UTMG related to the
department of pediatrics to evaluate and inform financial components of the business plan,
including compensation and funds flow. However, developing a comprehensive financial model
encompassing each individual physician who may be a member to a new entity will not be
conducted as part of this step.

Task 2 — Prepare anImplementation Plan

\Ale will work with the management teams of all organizations to develop a detailed implementation
plan. The plan will include key tasks, milestones, and the individuals or groups responsible for the
execution of each step/task

MANACiEMEN1
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Task 3 — Secure Final Approval

ECG will assist on an as-needed basis with the preparation of material and/or facilitation of
meetings relative to the institutions obtaining final approval of the proposed model from their
respective boards

Deliverables: Detailed Business Plan
Implementation Plan

Firm Qualifications and Project Team

Firm Qualifications

ECG has more than 35 years of experience in assisting pediatric and adult faculty practice plans
both creating and evaluating their group management structures and operations. We have
significant expel ience with developing and planning for faculty practice plans in major teaching
hospital settings. We have the proven ability and experience in the formulation and implementation
of the critical elements of a faculty practice plan, and we are proud that our clients frequently
request our assistance with the implementation of recommendations that we have formulated,

We believe senior leadership of UTCOM and Le Bonheur is familiar with our firm, our reputation in
academic medicine, and the qualifications we bring to this assignment. Please refer to previous
correspondence from ECG for profiles of similar engagements and client references. Alternatively,
we will promptly reseed a summary of our qualifications relevant to this scope of work under
separate cover upon your request

2.

	

Project Team

The importance of this engagement is reflected in the senior-level staff ECG will assign to th
project team,

Mr. ChristopherT. Collins, Project Officer

Mr. Collins, a Senior Manager in the Academic Healthcare Division at EC G's Boston office,
will serve as project officer for this assignment He has over 12 years of experience in the
healthcare provider sector and works exclusively with senior leadership of AMCs nationally,
He has led a wide range of strategy, business development, and organizational restructuring
initiatives for andlor among multiple entities of an AMC, including the university/health sci-
ences center, medical school, teaching hospital, faculty group practice, and department o

ECG
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multidisciplinary center. Mr. Collins has extensive experience with practice plan develop-
ment/enhancement; clinical program integration/multidisciplinary program design; and hospi-
tal/physicianarrangements, including joint ventures in an AMC setting. In addition, relevant
to this proposal, Mr. Collins is familiar with UT/UTHSC and Methodist, including the shared
vision of the leadership, and has a close understanding of the issues that will be necessary
to address throughout this initiative

As project officer, Mr. Collins will have overall responsibility for maintaining the firm' s high
standards of quality and ensuring that the objective of this engagement is met. Working
closely with the project manager and others assigned to the engagement, he will be actively
involved in the project and the development of deliverables, and will participate in all key
project meetings.

Mr.KennethA. Roorda, Project Manacles

t ir. Poor de, a Senior Manager ECG's Seattle office, heads the firm's Children's Hospital and
Pediatric Organization practice and will serve as project manager for this assignment
Working predominantly in AMCs, he has extensive experience with pediatric faculty group
formation and operations and has worked with many premier Children's hospitals nationally.
As a result of his exclusive focus on pediatric programs, Mr. Roorda is well versed on com-
ponents of successful programs, including effective physician/hospital partnership models
and productivity-based pediatric faculty compensation plans.

As project manager, he will be responsible for day-to-day management of the assignment,
including key communications and preparation of meeting materials, and assume a lead role
in the facilitation of project meetings. Mr. Roorda will oversee all staff assigned to the en-
gagement in conjunction with the project officer.

Stephen M. Sadowski, Technical Adviser

Mr. Sadowski, a Principal in ECG's Academic Healthcare practice, will serve as technical
advisor throughout the engagement. He has been providing consulting services exclusively
to AMOs for over 15 years and has extensive experience with FGP organizational and gov-
ernance design. He is familiar with UTHSC and Methodist and the local market through a
recent engagement with UT.

As technical adviser, he will be called upon on an as-needed basis, to contribute to the en-
gagement, bringing additional expertise or perspective to specific components of the project,
including, but not limited to, the organizational governance components of a proposed phy -
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sician organization relevant to this initiative. Further, Mr. Sadowski or other professionals in
the firm may serve as a liaison to a peer institution/client whose input may be valuable to the
project.

One or more senior ECG consultants will also be assigned to this project to support Messrs. Collins
and Roorda. Staff assigned to this engagement will have a master's degree, several years of
healthcare industry experience, and specific experience s with clinical department reviews
Biographies of and/or references for team members will be furnished under separate cover upon

request.

Project Timeline and Budge

1.

	

Schedule

We are prepared to begin this engagement immediately (within 5 business days) upon the
institutions' authorization to proceed Based on our experience with similar assignments, our
familiarity of the institutions, and the potential of utilizing some data collected from recent
engagements (with necessary permission), we anticipate completion of this engagement in 4 to 5
months, with each phase requiring roughly 8 to 10 weeks. We are optimistic that ECG can leverage
its knowledge of the institutions and navigate through both phases in a time-efficient rrmnner.
However, ECG anticipates challenges with scheduling meetings with UTCOM and Methodist
representativesduring summer months and hes taken this under consideration.

The scope of work and the estimated budget provided in the next section are contingent upon the
accessibility of required data and the availability of executive leadership, as well other staff, to meet
with our project team. ECG will strive to complete this assignment as efficiently as possible within
the expected time frame: We will be proactive in communicating with you regarding issues that
may impede our ability to'conduct our work in a manner that is consistent with our approach
described herein.

Budget

We have structured the cost estimate to reflect the approach described in this letter, including an
aggressive timeline and one that considers the anticipated efficiency associated with ECG's
established knowledge base of the institutions. We charge for our services based on the
professional fees and project-related expenses incurred. Our professional fees will be determined
by the actual hours worked on the engagement at our standard hourly rates. Project-related
expenses will include the direct cost of travel, document preparation, telephone, and other out-of-

MA
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pocket expenses. We estimate the total project budget to be approximately $275,000 for this
engagement based on the proposed work plan and the following assumptions:

Hours Rate Fees

Mr. Coffins 160 $300 $ 48.000

Mr. Roorda 300 $275 32,500

Project Staff 520 $210 109,200

TOTAL PPOFESSIONAI FEES $239,700

Project-Related Expenses` 35.300

TOTAL ESTIMATED BUDGET $275 . 0Q

Ifwe are able to complete this assignment in fewer professional hours than anticipated, you will be
billed a corresponding lesser amount. We agree to obtain prior approval from the institutions before
exceeding the professional fee budget shown above.

During the course of the engagement, we will bill monthly for our services based upon the actual

fees and project-related expenses incurred. Monthly payments are expected within 30 days of
receipt of invoice.

F.

	

General Terms and Conditions

This agreement shall be conducted subject to our standard policies and conditions, as outlined
below.

Any changes in this agreement shall be confirmed and agreed upon in writing by all parties.

The services performed in this engagement are intended solely for internal use and may not
be used externally nor included in or referred to in any offering statement, purchase orf
nancing agreement, or other documents without our approval. Depending on the proposed
use, such approval may require additional work and associated expenses.

Should ECG be required to respond to any subpoena, reply to any request for production of
documents or interrogatories, or appear for deposition in any hearing or civil proceeding
arising from matters pertaining to this agreement, ECG shall be reimbursed for all expenses

Estimated at approximately 15 percent of total professional fees. ECG will closely manage project
expenses, including booking air travel in advance to secure discounts, and will adhere to alf the neces-
sary travel policies of the institutions, where applicable,

ErC
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and professional time at standard rates. UT is not allowed, by law, to pay costs of collec-
tion, court costs, or attorney's fees.

Similarly, we will maintain as confidential all data and other information, either written or
verbal, you provide to us in connection with our work on this engagement and will not dis-
close it to others, except in the case of a subpoena or court order, without your prior ap-
proval

To the extent allowed under the laws of the State of Tennessee, ECG's liability for damages
will be limited to gross negligence, fraud, or willful misconduct and shall not exceed the total
amount paid for the services described herein. ECG further agrees that UT will not he liable
for any lost revenue or for any claims or demands against you by any other party. In no
event will UT be liable for incidental or consequential damages, even if we have been ad-
vised of the possibility of such damages.

No action, regardless of form, arising Out of the services described herein may be brought
by either party more than 3 years after the date of the last services provided under this pro
posal_

UT is a State of Tennessee institute and is not allowed, by law, to arbitrate.

Illegal immigrant— In compliance with the requirements of Chapter 878, Public Acts of 2006
of the State of Tennessee, for any contract for goods or services purchased by the univer-
sity, ECG hereby attests that it shall not knowingly utilize the services of an illegal immigrant
in the United States in the performance of this contract and shall not knowingly utilize the
services of any subcontractor who will utilize the services of an illegal immigrant in the
United States in the performance of the contract.

UT's maximum financial obligation under the terms of this agreement for the scope of wor
described herein is $275,000.
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