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The Honorable Mayor and City Council 

Lacey G. Simpson, Assistant City Manager 

January 9, 2019 

Approving Contract No. 19-02 - Consulting Services for the Lease of 
the Ketchikan Medical Center, ECG Management Consultants 

At its meeting of December 6, 2018, the City Council adopted a motion 
authorizing the City Manager to negotiate a professional services agreement between 
the City of Ketchikan and ECG Management Consultants for professional services 
related to the negotiation of the lease of the Ketchikan Medical Center. At this meeting, a 
four-phased scope of services was presented to the City Council for review and 
comment, and the initial scope of services was authorized at a cost not to exceed 
$200,000. 

At the January 3, 2019 meeting, the City Council reviewed professional services 
Contract No. 19-02 between ECG Management Consultants and the City. Several 
Councilmembers expressed continued concerns regard ing ECG's commitments to 
SEARHC and PeaceHealth in different capacities and potential conflicts of interest that 
may arise while ECG performs work for the City. The motion to approve Contract No. 19-
02 was deferred until a future City Council meeting when a full Council would be in 
attendance. 

Attached for City Council consideration is Contract No. 19-02, Consulting 
Services for the Lease of the Ketchikan Medical Center. The scope of services and 
associated costs for Phase One remain unchanged from the December 6, 2018 and 
January 3, 2019 meetings and are included as Exhibit A of the agreement. 

With regard to the suggestion to limit the involvement of ECG Principal Kevin 
Kennedy to either the City's or SEARHC's project while ECG is under contract with the 
City, it is the opinion of ECG that Kevin Kennedy's involvement with the City's project will 
yield a better product and that his current involvement with SEARHC poses no conflict of 
interest. The focus of the SEARHC project is operational, not strategic in nature, and will 
concentrate on SEARHC's health information systems and clinical operations primarily in 
Sitka and Juneau. ECG's work with the City in Phase One will examine the current lease 
agreement with PeaceHealth for operation of the Ketchikan Medical Center, the clinical 
delivery currently rendered, as well as develop a negotiation strategy for future 
discussions between PeaceHealth and the City. Phase Two of the proposal would 



concern negotiations with PeaceHealth for a new lease agreement. Phase Three of the 
proposed scope of services would address developing a request for proposals (RFP) for 
alternate operators. 

In response to the concerns raised by the City Council at the January 3, 2019 
meeting, an additional clause has been added to Contract No. 19-02 to address potential 
conflicts of interest that may become evident while ECG is under contract with the City 
(please see Exhibit B, item 6). As had been previously conveyed to the City Council , 
should the City Council wish to consider other healthcare providers by issuing an RFP, 
Principal Kevin Kennedy would be removed from the City's project. ECG has assured 
the City of this protocol as well as the City's ability to determine if ECG members 
involved in the City's project and other projects presents a conflict of interest, in which 
case ECG staff members would cease involvement in the City's project. 

While the current lease agreement between the City and PeaceHealth does not 
expire until October 8, 2023, the process of examining the current lease, determining the 
healthcare needs of the community, and establishing terms and priorities for a new lease 
will take time and care and should not be delayed. This initial phase of work will form the 
basis of all future decisions and direction and will need to happen regardless of whether 
the City Council decides to continue hospital operations delivered by PeaceHealth or 
another provider. Given the community's high level of engagement in this process and 
PeaceHealth 's desire to begin negotiations as soon as possible, it his highly encouraged 
that work with ECG Management Consultants be approved and begin expeditiously. 

ECG Principal Daniel Merlino will be available by phone during the meeting of 
January 17, 2019, in order to address any questions and/or concerns counci lmembers 
may have. 

A motion has been prepared for City Council consideration. 

RECOMMENDATION 

It is recommended that the City Council adopt the motion authorizing the City 
Manager to enter into Contract No. 19-02, Consulting Services for the Lease of the 
Ketchikan Medical Center, between the City of Ketchikan and ECG Management 
Consultants in an amount not to exceed $200,000; approving funding from the Public 
Health Department's 2019 Health Care Operations' Management and Consulting 
Services account (Account No. 640.04); and directing the City Manager to execute the 
contract documents on behalf of the City Council. 

Recommended Motion: I move the City Council authorize the City Manager to enter 
into Contract No. 19-02, Consulting Services for the Lease of the Ketchikan Medical 
Center, between the City of Ketchikan and ECG Management Consultants in an amount 
not to exceed $200,000; approve funding from the Public Health Department's 2019 
Health Care Operations' Management and Consulting Services account (Account No. 
640.04); and direct the City Manager to execute the contract documents on behalf of the 
City Council. 

AGENDA- 01 /17/19- GGUB2 



"UNAPPROVED" 
January 3, 2019 

Budget Transfer - Alaska Municipal League Online Municipal 
Sales Tax 

Moved by Isom, seconded by Coose the City Council approve a donation to the Alaska 
Municipal League in an amount determined appropriate by the City Council in support of the 
Alaska Municipal League's efforts to administer a statewide online sales tax program; and 
authorize a budget transfer in a comparable amount from Appropriated Reserves of the General 
Fund to the City Council's Community Promotion Account No. 610.01. 

Councilmember Isom said the Alaska Municipal League has started a statewide process to 
capture sales tax from online purchases. She supported their efforts and suggested the City of 
Ketchikan donate $7,500. 

Mayor Sivet1sen indicated while at the Alaska Municipal League conference it was a big topic 
and they have tasked themselves to bring f011h legislation. 

Councilmember Gage questioned when they expected to see resul ts. Councilmember Coose 
indicated they were looking at least a year to work out the rules because each municipality has to 
be similar since it would be statewide legislation. 

Councilmember Zenge questioned if this was enough and would they be asking for more. 

Councilmember Isom indicated the total program had an estimated cost of $ 100,000 and fe lt this 
would be appropriate amount for Ketchikan. 

Motion passed with Coose, Zenge, lsom, Gage and Kiffer voting yea; Flora and Bergeron absent. 

City of Ketchikan Flag 

Mayor Sivertsen asked for a show of four hands to defer this agenda item to the next Council 
meeting since it was requested by Councilmember Bergeron, and at least four hands were shown. 

Coatrad No. 19-02 - Approvinc Couuhiae: Senices for tbe 
Lease of tbe Ketchikan Medical Center - ECG Management 
Coasuhants 

Moved by Coose, seconded by Zenge the City Council authorize the city manager to enter into 
Contract No. 19-02, Consulting Services for the lease of the Ketchikan Medical Center, between 
the City of Ketchikan and ECG Management Consultants in an amount not to exceed $200,000; 
approve funding from the Public Health Department's 2019 Health Care OperatK>ns' 
Management and Consulting Services Account No. 640.04; and direct the caty manager to 
execute the contract documents on behalf of the City Council. 

Councilmember Coose indicated the Council has discussed this for some time and felt it is in the 
best interest of the City to move forward. He said services need to improve and felt ECG 
Management Consultants can help us do that. 
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"UNAPPROVED" 
January 3, 2019 

Councilmember lsom said she had emailed both Mr. Kennedy and Mr. Merlino at the beginning 
of the week and had not heard back from them and questioned who from ECG Management 
Consultants were currently working with PeaceHealth. She indicated she would not be 
supporting this motion because she felt there was a conflict of interest. 

Manager Amylon said he had received a response from Mr. Merlino regarding Councilmember 
lsom's inquires. He indicated it prompted him to have a discussion with the attorney for 
PeaceHealth relative to this situation. He said with certainty that no one working on the 
Ketchikan project relative to ECG Management Consultants will be working on the PeaceHealth 
project in the Washington/Oregon area. He stated with the assurances the City has received and 
the barriers set within their company, he didn' t feel there would be a confltct of interest. 

Councilmember Kiffer referenced a past memo that indicated ECG Management Consultants 
were also working with SEARHC. He said he interpreted if SEARHC became a part of this 
process Mr. Kennedy ofECG Management Consultants would no longer be working for us. 

Assistant City Manager Simpson confirmed Councilmember Kiffer' s question that Mr. Kennedy 
is the lead on the SEARHC project. She explained that Mr. Merlino woukl be our lead on the 
Ketchikan project. She felt this conversation was worth having. 

Councilrnember Gage asked if SEARHC is looking at an opportunity to occupy the Ketchikan 
facility. 

Manager Amylon said we would know well in advance if we get to the stage where we would be 
putting out an RFP as to whether this is a conflict of interest with ECG Management 
Consultants. He indicated SEARHC has requested to make an introductory session with the City 
as they are aware we are evaluating our options. He said staff would make it clear to them as 
with PeaceHealth if staff sees conflicts that we will want to work with them cooperatively and 
remove those conflicts. 

Councilmember lsom said she didn't realize until tonight that ECG Management Consultants is 
also working with SEARHC and this is also a conflict of interest. 

Manager Amylon said PeaceHealth is very anxious to start these discussions. He felt if the 
Council has concerns with ECG Management Consultants and if the Council wants to stop at any 
point, staff can do that. He stated if that is the case it will not be before December of this year 
before we can have another consultant in place. He noted it's a Council call. 

Councilmember Zenge felt we should start looking for a new consultant, as there are too many 
red flags at this point. She said it is important that we do this project right, and if that means 
trying to find another consultant and we tose time, so be it. She stated she would not be voting in 
the affirmative. 

Mayor Savertsen stated the first phase of this project isn't necessarily directed to start the RFP 
process for another provider. He said it is to get a better handle on our present situation with the 
services that are being provided by PeaceHealth. He said this is a specaalized market and ECG 
Management Consultants is involved with everyone and didn' t feel it was a detriment. He felt 
this was a good contractor and staff can deal with any conflicts that may arise as they have 
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"UNAPPROVED" 
January 3, 2019 

resources to be able to deal with these situations. He indicated we could have someone else do 
the RFP portion, but he was hesitant to just make an assumption at this point and go out and find 
another contractor who may not have the same skill set as ECG Management Consultants. He 
stated he was comfortable working with this company at least through the negotiation process 
and see where we end up from there. 

Councilmember Kiffer said this was a challenge for him as he originally voted no because he 
was concerned about the cost and the possible conflict. He didn't feel we should start a new 
solicitation process and defer for another year. He suggested the Council defer discussion and 
act&on until there was a full Council. 

Councilmember lsom questioned whether Mr. Kennedy would step away from the SEARHC 
contract. 

Manager Amylon said he could ask that question to ECG Management Consultants. He said he 
could have the same conversation with SEARHC indicating this is a problem for us. 

Councilmember Coose stated we cannot wait another year and start this process all over again. 

Moved by Kiffer, seconded by Zenge to defer to the Meeting of January 17, 2019. 

Motion to defer passed with Coose, Zenge, Jsom, Gage and Kiffer voting yea; Flora and 
Bergeron absent. 

Ordinance No. 19-1887 - Increasing Wastewater Rates by Six 
Percent (6.0%)- First Reading 

Copies of Ordinance No. 19-1887 were available for all persons present. 

Moved by Kiffer, seconded by Gage the City council approve in first reading Ordinance No. 19-
1887 increasing wastewater rates by six percent (6.0%); establishing a date for a public hearing; 
and providing for an effective date. 

Motion passed with Coose, Zenge, lsom, Gage and Kiffer voting yea; Flora and Bergeron absent. 

Ordinance No. 19-1888 - Increasing Electrical Rates by Three 
and One-Half Percent (3.5%)- First Reading 

Copies of Ordinance No. 19-1888 were available for all persons present. 

Moved by Zenge, seconded by Kiffer the City Council approve in first reading Ordinance No. 
19-1888 increasing electric rates by three and one-half percent (3.5%); establishing a date for a 
public hearing; and providing for an effective date. 

Motion passed with Coose, Zenge, Isom, Gage and Kiffer voting yea; Flora and Bergeron absent. 
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CONTRACT NO. 19-02 
2019-2019 

AGREEMENT FOR CONSULTING SERVICES FOR THE LEASE OF THE KETCHIKAN 
MEDICAL CENTER 

BETWEEN THE CITY OF KETCHIKAN 
AND 

ECG MANAGEMENT CONSULTANTS 

TillS AGREEMENT made and entered into this _ _ day of ------~ 
20 __ , by and between the City of Ketchikan, Alaska, a municipal corporation, 334 Front Street, 
Ketchikan, Alaska 99901, hereinafter called "OWNER," and ECG Management Consultants, a 
company with its principal business address at 1111 Third Avenue, Suite 2500, Seattle, WA 98101, 
and which is licensed and qualified to do business within the State of Alaska, hereinafter called 
"CONTRACTOR." 

RECITALS 

A. The OWNER desires the performance, provision, and accomplishment of the work, services 
and materials described and set forth in Section 1. 

B. CONTRACTOR represents that it is ready, able and qualified to perform, and will perform, 
in all respects, all of the work, services, and materials, and to otherwise perform all of the terms, 
covenants, conditions and provisions of the agreement in the manner, at the times, and for the 
consideration hereafter provided. 

NOW, THEREFORE, for and in consideration of the terms, covenants, conditions, and 
provisions contained herein, and/or attached and incorporated herein and made a part hereof, the 
parties hereto agree as follows: 

1. Agreement to Perform. The OWNER hereby agrees to engage the CONTRACTOR, and 
the CONTRACTOR hereby agrees to perform, complete, provide and furnish, in a timely and proper 
manner, and pursuant to and in accordance with all of the terms, covenants, conditions and provisions 
of this agreement, all of the work, services, labor and materials required to accomplish all ofthe work 
described in Section 2 (Scope of Work) hereof at the times, in the manner, and for the consideration 
and payments hereinafter set forth. 

2. Scope of Professional Services. The CONTRACTOR shall perform, supply, and provide 
all of the work, services and materials (hereinafter collectively referred to as "professional services") 
as follows: 

As set forth and described on Exhibit A attached hereto and 
incorporated herein by this reference. 

3. Time for Commencement and for Completion of Professional Services. 

(a) Commencement. CONTRACTOR shall commence the professional serv1ces 
called for in this agreement upon the giving of a Notice to Proceed by the OWNER. 

(b) Completion. The professional services called for in this agreement shall be 
performed beginning January 1, 2019 and ending December 31,2019. 
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4. Compensation, Invoices, and Payment. For and in consideration of the timely and proper 
performance of work authorized as provided herein, the OWNER shall pay the CONTRACTOR 
TWO HUNDRED THOUSAND DOLLARS ($200,000) corresponding with the scope of work 
outlined in Exhibit A. Additional out-of-pocket project-related expenses will not exceed 15% of the 
agreed upon professional service fees. A retainer fee of $30,000, due upon acceptance of this 
agreement to the CONTRACTOR, will be credited to the OWNER upon the final invoice. 
CONTRACTOR shall submit invoices to the OWNER for work accomplished during each calendar 
month. lnvoices shall be due and payable by the OWNER upon receipt. For services provided on a 
Lump Sum basis, the amount of each monthly invoice shall be determined on the "percentage of 
completion method" whereby the CONTRACTOR will estimate the percentage of the total work 
accomplished during the invoicing period. 

5. No Additional Work. No claim for additional work, services, payment, or materials, not 
specifically and expressly requested and authorized as provided for in this agreement, or by a written 
amendment thereto signed by both parties, done or furnished by the CONTRACTOR, will be 
allowed or paid by the OWNER and CONTRACTOR expressly waives any claim therefore. 

6. OWNER'S Contracting Officer. For purposes of this agreement, the OWNER'S 
contracting officer shall be Karl R. Alnylon, or such other person as is designated in writing by such 
person. 

7. Compliance with Guidelines and Procedures. The CONTRACTOR shall provide and 
perform all work, services and materials in full, strict and complete compliance with all local, State 
and Federal procedures and guidelines. 

8. CONTRACTOR Qualified. The CONTRACTOR expressly represents and warrants that 
it shall, at all times during the performance of this agreement, be the holder of a ll required or 
necessary professional, business or other licenses or permits and is qualified and capable of 
performing all of the work covered or called for by this agreement and shall be ready, able and 
willing to undertake and perform all of such work and services, and to supply a ll necessary materials 
and equipment, at the times, and in a non-negligent professional and workmanlike manner, and 
pursuant to the terms, conditions and provisions, and for the compensation and payments as herein 
provided. 

9. CONTRACTOR Responsible for Personnel. The CONTRACTOR has or will secure, at 
CONTRACTOR'S own cost and expense, all personnel required to perform this agreement in a 
timely and proper manner. The parties hereto agree and understand that such personnel shall in no 
event be deemed to be, and are not, employees, agents, or representatives of the OWNER and such 
persons shall have no contractual or other relationship with the OWNER, and the OWNER shall 
have no responsibility or liability whatsoever to any of said persons, or for the acts or omissions of 
any of such persons. 

10. Personal Supervision. CONTRACTOR agrees that all work and services required or 
provided under this agreement shall be performed personally by the CONTRACTOR, unless 
otherwise authorized in writing by the OWNER'S contracting officer, and in such event all personnel 
engaged in any such work shall be fully qualified, and shall be licensed and authorized under 
applicable State, federal and local laws to perfonn such services. 
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11. Independent Contractor. The parties hereto expressly agree that the CONTRACTOR 
shall be and is an independent contractor and is not an employee or agent of the OWNER, and is, 
therefore, entitled to no insurance coverage, whether worker's compensation or otherwise, and no 
other benefits accorded to OWNER'S employees. No withholding, FICA, or other taxes (whether 
income, sales or otherwise) or other amounts will be withheld from the payments due to the 
CONTRACTOR, it being understood that the CONTRACTOR is solely responsible therefor, 
provided OWNER shall be entitled to withhold such retainage or other amounts from any progress or 
other payments as have been provided for elsewhere in this agreement. 

12. Forms To Be Provided To CONTRACTOR. The OWNER shall provide the 
CONTRACTOR with any special forms required by the OWNER for repmting to the OWNER and 
the necessary instruction regarding proper use of the forms. 

13. Termination. 

(a) Termination for Cause. This agreement may be tenninated in whole or in patt in 
writing by OWNER in the event of failure by CONTRACTOR to fulfill any of the terms and 
conditions of this agreement upon the giving of not less than five (5) calendar days prior written 
notice of intent to terminate in the manner provided in Section 25 hereof. Termination for cause shall 
be defined to include, but not be limited to, the CONTRACTOR either announcing or filing for 
elected office within the State of Alaska. 

(b) Termination for Convenience of OWNER/CONTRACTOR. This agreement 
may be terminated in whole or in part in writing by the OWNER for OWNER'S convenience 
provided the CONTRACTOR is given not less than fourteen (14) calendar days prior written notice 
of intent to terminate in the manner provided in Section 25 hereof. This agreement may be terminated 
in whole or in part in writing by the CONTRACTOR for CONTRACTORS convenience provided 
the OWNER is given not less than fourteen (14) calendar days prior written notice of intent to 
terminate in the manner provided in Section 25 hereof. Notwithstanding termination by the OWNER 
or by the CONTRACTOR, the confidentiality provisions of this agreement shall survive its 
termination or expiration. 

(c) In the event termination by the OWNER is effected pursuant to (a) above, the 
CONTRACTOR shall not be entitled to receive any further payment until the work is completed, or 
the OWNER elects to not proceed further with the project. Upon completion of the work, or 
termination of the project in the event the OWNER elects to not proceed with the project, the 
CONTRACTOR shall be paid as follows: 

1) ln the event the costs and expense of taking over, re-advertising and 
completing the project or the costs of closing out the project if the OWNER elects to not 
proceed with the project (hereinafter referred to as "close out costs"), exceed the remaining 
unpaid amount of this agreement, any amount which was otherwise due and unpaid to 
CONTRACTOR at the time oftermination shall be applied to such increased costs in taking 
over, re-advettising and completing the project, (or applied to close out costs) and the 
remaining amount of such costs, if any, shall be paid by the CONTRACTOR to the 
OWNER. 

2) In the event said costs and expense of taking over, re-advertising and 
completing the project, (or close out costs) are less than the total amount which was 
otherwise due and unpaid to the CONTRACTOR at the time of termination, the increased 
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costs of taking over and completing the project (or the close out costs) shall be deducted 
from the amounts due the CONTRACTOR and the balance, if any, paid to the 
CONTRACTOR without interest. 

(d) In the event tennination is for the convenience of the OWNER pursuant to (b) 
above, the CONTRACTOR shall be paid for the services or other work that have been actually 
perfonned prior to the effective time of such notice of intent to tenninate, and for reimbursement of 
any reimbursable expenses that were actually expended and paid prior to the effective time of such 
notice of intent to terminate, and the OWNER shall not be liable or responsible for any loss of profits 
or any other damages, amounts, or payments whatsoever to the CONTRACTOR. 

(e) Upon receipt of a tennination notice pursuant to paragraphs (a) or (b) above, the 
CONTRACTOR shall promptly discontinue all services (unless the notice directs otherwise), and 
deliver or otherwise make available to the OWNER all data, drawings, notes, specifications, repm1s, 
estimates, summaries, work in progress, and any and all other infonnation and/or materials as may 
have been accumulated by the CONTRACTOR in performing this agreement, whether completed or 
in process, and free and clear of any mechanics or other liens or claims in favor of CONTRACTOR 
or any other person. 

(f) Upon tennination pursuant to paragraphs (a) or (b) above, the OWNER may, but 
shall not be required to, take over the work and prosecute the same to completion by agreement with 
another person or otherwise, may elect to complete the work itself, or to not proceed further with the 
work and project. 

(g) If, after tennination by the OWNER pursuant to (a) above, it is detennined that the 
CONTRACTOR had not so failed, the tennination shall be deemed to have been effected for the 
convenience of the OWNER. In such event, adjustment of the amounts to be paid to 
CONTRACTOR for tennination shall be made as provided in paragraph (d) of this section. 

(h) No other damages, whether for lost profits or otherwise, other than the amounts 
allowed and computed as provided for in this Section 13 shall be due or payable to CONTRACTOR 
in the event oftennination. 

14. Changes or Modifications. Any change in any regulations or requirements applicable to the 
work called for herein, made, caused or imposed by, or as a result of, the action of any State, federal 
or other govemmental agency that has or will provide all or any portion of any funds for payment for 
the work or project which is the subject of this agreement shall automatically become a part of and 
amendment to this agreement and the CONTRACTOR shall comply therewith and shall be given 
additional appropriate compensation for making changes to drawings and specifications that are 
needed, provided however, in the event, and at such time as CONTRACTOR becomes aware of any 
change in any laws, rules, regulations, standards or other requirements that are applicable to the work, 
CONTRACTOR shall promptly notify OWNER thereof, and in the event CONTRACTOR intends 
to request any additional compensation by reason thereof, CONTRACTOR shall, not later than ten 
(1 0) days after becoming aware of such change give the OWNER written notice of such intent to 
claim additional compensation and set for the amount of such compensation, or the method of 
computing such additional compensation. In the event a request for additional compensation is made 
as provided herein, OWNER and CONTRACTOR shall meet and confer in order to negotiate 
additional compensation as mutually agreed upon. Failure of CONTRACTOR to provide notice as 
required herein shall constitute waiver of any claim for additional compensation for extra work 
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performed in complying with new or changed laws, rules, regulation, standards, or requirements 
which become applicable to the project after the date of this Contract. 

15. Conflict of Interest. The CONTRACTOR covenants, warrants and represents that the 
CONTRACTOR has no interest and shall not acquire any interest, direct or indirect, which would 
conflict in any manner with the subject matter or the performance of this agreement. The 
CONTRACTOR further covenants, warrants and represents that in the performance of this 
agreement, no person having any such interest shall be employed. 

16. Information Confidential. All information, and work products relating to or generated 
pursuant to this agreement shall be kept confidential and shall not be disclosed, discussed or made 
available to any other person or organization by the CONTRACTOR, its employees or 
representatives, without the prior written approval of the OWNER and the further consent of any 
other agency as may be required by the OWNER; provided, however, the OWNER shall have the 
right to audit, inspect and otherwise obtain any information as provided in Section 17, or regarding 
performance of this agreement by the CONTRACTOR. 

17. Reporting and Records. 

(a) At any time during normal business hours, and upon five days notice, and as often as 
the OWNER or any agency providing any portion of the funds provided to the OWNER for this 
project deems necessary, there shall be made available to the OWNER or to such other funding 
agency and/or their representatives, at a location within the City of Ketchikan, or other location 
acceptable to the OWNER, any and all books, records and documents regarding matters covered or 
related to this agreement or the performance of, or payment for, the work called for herein, and the 
OWNER and/or such agencies shall be entitled to make audits and copies of all books, records, 
contracts, invoices, receipts, payrolls, records of personnel, and other documents or data relating to 
any and all matters covered by this agreement or performance or payment for the work called for 
herein. 

(b) The perfonnance and administration of this program and this agreement will be 
monitored by the OWNER and such other agencies as may be required or authorized pursuant to the 
terms of any grant to the OWNER. Necessary reports, in proper form, will be required as a 
prerequisite to any payment to the CONTRACTOR. 

(c) All project records shall be maintained by the CONTRACTOR for not less than 
three (3) years after completion and fmal acceptance of all work by the OWNER and shall be subject 
to inspection and copying by the OWNER or any funding agency during said period. 

18. Hold Harmless and Indemnity. The OWNER, its officers, employees and agents shall not 
be held liable for any claims, liabilities, penalties, fines or for damage to any goods, properties or 
effects of any person whatsoever, nor for any personal injury or death, caused by or resulting from 
any negligent act or omission of CONTRACTOR, or by any of CONTRACTOR'S officers, 
employees, agents, representatives, contractors, or subcontractors in the performance or 
nonpe1formance of this agreement, and CONTRACTOR further agrees to appear and defend, and to 
indemnify and save free and harmless the OWNER and its officers, employees and agents from and 
against any of the foregoing claims, liabilities, penalties, fines or damages, and for any cost and 
expense, including reasonable attorney's fees, incurred by the OWNER, its officers, employees or 
agents on account of any claim therefor. Notwithstanding any other provision herein contained the 
parties hereto agree that liability (including costs of defense and attorney's fees) for claims arising 
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from the concurrent negligence of both patties to this agreement shall be appmtioned according to the 
respective percentage of fault attributable to each party as determined by agreement or by the trier of 
fact. 

19. Insurance. 

(a) Public Liabilitv Insurance. CONTRACTOR agrees to keep and maintain in fu ll 
force at CONTRACTOR'S own expense during the entire period of the project or work called for 
herein, broad fonn comprehensive public liability insurance with limits of not less than FIVE 
HUNDRED THOUSAND DOLLARS ($500,000) combined single limit insuring CONTRACTOR, 
and the OWNER as an additional named insured, from any and all claims for bodily injury and 
death, and for property damage, that may arise out of, or in relation to, this agreement. Such 
insurance shall require the insurance company give not less than thirty (30) days prior written notice 
to OWNER prior to any cancellation, nonrenewal or reduction in the amount of coverage of such 
msurance coverage. 

(b) Each policy, or a certificate of the policy, together with evidence of payment of 
premiums, shall be deposited with the OWNER prior to execution of this agreement by the 
OWNER, and on renewal of the policy not less than twenty (20) days before expiration of the term 
of the policy. 

20. Ownership of Documents. All original documents obtained or received by 
CONTRACTOR, its employees, agents, or representatives, under the terms of, or in the performance 
of this agreement, shall be and become the sole and exclusive property of the OWNER, and shall 
upon request be delivered to the OWNER at no cost and without restriction or limitation on their use; 
and provided further, the OWNER shall be entitled to withhold payment of any amounts otherwise 
due CONTRACTOR unless and until all of said documents and writings are delivered to OWNER 
free and clear of any liens or claims of CONTRACTOR or any third parties relating thereto. 

21. Independent Contractor; No Authority to Bind OWNER. The parties hereto agree that 
CONTRACTOR is an independent CONTRACTOR and is not, and shall not be construed to be a 
partner, joint venturer, employee or agent of the OWNER and shall not, and is not authorized to, 
enter into or make any contracts, agreements, or enter into any other understanding with any other 
person, corporation, partnership, joint venturer, or other entity, in the name of or for the benefit of the 
OWNER. 

22. No Third Partv Beneficiaries. Nothing in this agreement shall be construed to give any 
person other than the OWNER and the CONTRACTOR any legal or equitable right, remedy or 
claim under this agreement, but it shall be held to be for the sole and exclusive benefit of the 
OWNER and the CONTRACTOR. 

23. Payment of Taxes. The CONTRACTOR shall timely pay all federal, State, and local sales, 
excise or other taxes or assessments incurred by the CONTRACTOR. 

24. Assignment and Subletting Prohibited. The CONTRACTOR shall not assign, transfer, 
convey, pledge, hypothecate, sublet, subcontract, or otherwise dispose of or encumber this agreement, 
or the rights thereunder, nor shall the CONTRACTOR delegate any of his/her/its duties hereunder 
without the prior written consent of the OWNER. Any such attempted assignment, transfer, 
conveyance, pledge, hypothecation, subletting, or other disposition, or the attempted assignment, 
disposition or delegation of duties or rights shall be null and void and of no force or effect and shall 
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be grounds and cause for immediate termination of this agreement without liability by and at the 
option ofthe OWNER. 

25. Notice. Any notice, demand, request, consent, approval, or other communication that either 
party desires or is required to give to the other party or any other person shall be in writing and either 
served personally or sent by prepaid, first-class mail at the address set forth below. Either party may 
change its address by notifying the other party of its change of address in writing. Notice shall be 
deemed to have been duly made and given when delivered if served personally, or upon the 
expiration of twenty-four (24) hours after the time of mailing if mailed as provided in this section. 

OWNER: 

CONTRACTOR: 

CITY OF KETCHIKAN 
Attention: Karl R. Amylon, City Manager 
334 Front Street 
Ketchikan, Alaska 99901 

ECG MANAGEMENT CONSULTANTS 
1111 Third Ave. 
Suite 2500 
Seattle, Washington 98101 

26. Equal Employment Opportunity. 

(a) The CONTRACTOR shall not discriminate against any employee or applicant for 
employment because of race, color, religion, national origin, ancestry, age, or sex. The 
CONTRACTOR will take affirmative action to insure that applicants are employed and that 
employees are treated during employment without regard to their race, color, religion, national origin, 
ancestry, age or sex. Such action shall include, but not be limited to, the following: employment, 
upgrading, demotion, or transfer; recruitment or recruitment advertising; layoff or termination, rates 
of pay or other forms of compensation; and selection for training, including apprenticeship. The 
CONTRACTOR agrees to post in conspicuous places, available to employees and applicants for 
employment, notices setting forth the provisions of this nondiscrimination clause. 

(b) The CONTRACTOR shall state in all solicitations or advertisements for employees 
to work on contract jobs to be let in the performance of this agreement, that all qualified applicants 
will receive consideration for employment without regard to race, color, religion, national origin, 
ancestry, age, or sex. 

(c) The CONTRACTOR agrees to fully cooperate with the office or agency of the 
State of Alaska which seeks to deal with the problem of unlawful or invidious discrimination, and 
with all other State efforts to guarantee fair employment practices under this agreement, and said 
CONTRACTOR will comply promptly with all requests and directions from the State Commission 
of Human Rights or any of its officers or against relating to prevention of discriminatory employment 
practice. 

(d) Full cooperation as expressed in the foregoing clause (c) shall include, but not be 
limited to, being a witness in any proceeding involving questions of unlawful or invidious 
discrimination if such is deemed necessary by any official or agency of the State of Alaska, 
permitting employees of said CONTRACTOR to be witnesses or complainants in any proceeding 
involving questions of unlawful or invidious discrimination, if such is deemed necessary by any 
official or agency of the State of Alaska, or the OWNER, participating in meetings, submitting 

Page 7 



periodic repotts on the equal employment aspects of present and future employment, assisting in 
inspection of relevant facilities, and promptly complying with all State directives deemed essential by 
any office or agency of the State of Alaska, or the OWNER, to insure compliance with all Federal 
and State laws, regulations, and policies pertaining to the prevention of discriminatory employment 
practices. 

(e) Failure to perfonn any of the above agreements pertaining to equal employment 
oppmtunities shall be deemed a material breach of the contract and sufficient grounds for termination 
ofthis agreement for cause without liability. 

27. Worker's Compensation Coverage. The CONTRACTOR, if subject to the provisions of 
the Alaska Worker's Compensation Act (AS 23.30), shall, upon request, provide the OWNER and 
the State of Alaska with proof, furnished by the insurance carrier, of current coverage by worker's 
compensation with an insurance company or association authorized to transact such business in the 
State of Alaska, or an approved current certificate of self-insurance by the Alaska Worker's 
Compensation Board. The CONTRACTOR further acknowledges and agrees that in the event it 
fails to maintain proper Worker's Compensation coverage, the State will implement the provisions of 
AS 23.30.045(c) and the OWNER, at its option, may terminate this agreement for cause without 
liability. 

28. Miscellaneous. 

(a) Relationship of the Parties. Nothing herein contained shall be deemed or 
construed by the parties hereto, nor by any third party, as creating the relationship of principal and 
agent or of partnership or of joint venture between the parties hereto, it being understood and agreed 
that neither method of computation of payment nor any other provision contained herein, nor any acts 
of the parties hereto, shall be deemed to create any relationship between the parties hereto other than 
the relationship of OWNER and an independent contractor. 

(b) Terminology. Whenever herein the singular number is used, the same shall include 
the plural, and the masculine gender shall include the feminine and neuter genders. 

(c) Nonwaiver. No delay or omission of the right to exercise any power by either party 
shall impair any such right or power, or be construed as a waiver of any default or as acquiescence 
therein. One or more waivers of any covenant, term or condition of this agreement by either patty 
shall not be construed by the other party as a waiver of a subsequent breach of the same covenant, 
term or condition. The consent or approval by either patty to any act by the other party of a nature 
requiring consent or approval shall not be deemed to waive or render unnecessary consent to or 
approval of any subsequent similar act. 

(d) Law Applicable. The laws of the State of Alaska shall govern the construction, 
validity, performance and enforcement of this agreement. Venue as to any action, c laim, or 
proceeding arising out of, or based upon this agreement, including, but not limited to, any action for 
declaratory or injunctive relief, shall be the appropriate Comt sitting in the City of Ketchikan, First 
Judicial District, Alaska. 

(e) Paragraph Headin~?:s. The headings of the several sections and subsections 
contained herein are for convenience only and do not define, limit or construe the contents of such 
sections and subsections. 
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(f) Successors and Assigns. Except as otherwise provided herein, the covenants, 
agreements and obligations herein contained shall extend to bind and inure to the benefit not only of 
the patties hereto but their respective personal representatives, heirs, successors and assigns. 

(g) Compliance with Laws and Regulations. CONTRACTOR shall, at 
CONTRACTOR'S sole cost and expense, comply with all of the requirements of all local, State, or 
Federal laws, ordinances, or regulations now in force, or which may hereafter be in force, pettaining 
to this agreement, or the project or work to be performed, and shall faithfully observe in the 
performance of this agreement, all local, State, and Federal laws, ordinances and regulations now in 
force or which may hereafter be in force. 

(h) Terms Construed as Covenants and Conditions. Every term and each provision 
of this agreement performable by CONTRACTOR and OWNER shall be construed to be both a 
covenant and a condition. 

(i) Time of the Essence. Time is of the essence of each term, condition, covenant and 
provision of this agreement. 

U) Entire Agreement. This agreement and any schedules, appendices or exhibits 
attached hereto sets forth all the covenants, promises, agreements, conditions and understandings 
between the parties hereto, and there are no covenants, promises, agreements, conditions or 
understandings, either oral or written, between them other than as herein set forth. Except as herein 
otherwise expressly provided, no contemporaneous or subsequent agreement, understanding, 
alteration, amendment, change or addition to this agreement, or any schedule, appendix, exhibit or 
attachment thereto shall be binding upon the parties hereto unless reduced to writing and signed by 
both parties. This agreement constitutes a final, complete, and exclusive statement of the agreement 
between the parties. 

(k) Severabilitv. In the event any provision ofthis agreement is adjudicated or held to 
be invalid or unenforceable, the remaining provisions shall remain in full force and effect. 

(I) Corporate Authority. If CONTRACTOR is a corporation CONTRACTOR shall 
deliver to the OWNER at the time of execution of this agreement a certified copy of a resolution of 
its board of directors authorizing the execution of this agreement and naming the officers that are 
authorized to execute this agreement on behalf of the corporation. 

30. Additional Terms and Conditions. This agreement is subject to each of the additional 
tenns, covenants, conditions and provisions attached hereto as Exhibit A and Exhibit B which are 
hereby expressly referred to and incorporated herein as though set forth in full. 

31. Maximum Amount of Contract. CONTRACTOR acknowledges and agrees OWNER'S 
funding is of a limited nature and source and OWNER shall in no event be liable for payment of any 
amounts under this agreement, or otherwise, in excess of the total amount of TWO HUNDRED 
THOUSAND DOLLARS ($200,000) for professional service fees and no amount in excess of 15% 
of professional service fees for out-of-pocket project-related expenses. lt shall be the 
CONTRACTOR'S obligation to notify OWNER and to assure no work in excess of said total sum 
of TWO HUNDRED THOUSAND DOLLARS ($200,000) for professional service fees and no work 
in excess of 15% of professional fees for out-of-pocket project-related expenses is done and any 
work done in excess thereof shall not entitle CONTRACTOR to any payment and CONTRACTOR 
expressly waives any claim therefore, unless such additional work was separately authorized in 
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writing as a written change order or amendment to this agreement prior to conunencement and 
performance of any such additional work. 

WHEREFORE the parties have entered into this agreement the date and year first above 
written at the City of Ketchikan, Alaska. 

ATIEST: 

Kim Stanker 
Acting City Clerk 

CITY OF KETCHIKAN, ALASKA 

By: ____________________ _ 
Karl R. Amylon 
City Manager 

ECG MANGAGEMENT 
CONSULTANTS 

By: ------------------------
Daniel J. Merlino 
Principal 

CITY ACKNOWLEDGMENT 

STATE OF ALASKA ) 
) ss. 

FIRST JUDICIAL DISTRICT ) 

TillS IS TO CERTIFY that on this __ day of , 20_, before me, the 
undersigned, a notary public in and for the State of Alaska, duly commissioned and sworn, personally 
appeared KARL R. AMYLON and KIM STANKER, to me known to be the CITY MANAGER 
and the ACTING CITY CLERK of the CITY OF KETCIDKAN, a municipal corporation, the 
corporation which executed the above and foregoing instrument; who on oath stated that they were 
duly authorized to execute said instrument and affix the corporate seal thereto on behalf of said 
corporation; who acknowledged to me that they signed and sealed the same freely and voluntarily on 
behalf of said corporation for the uses and purposes therein mentioned. 

WITNESS my hand and official seal the day and year in the certificate first above written. 

NOTARY PUBLIC FOR ALASKA 
My Commission Expires: ____ __ 
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ThrnnnDUALACKNOWLEDGMENT 

STATE OF W ASIDNGTON ) 
) ss. 

FIRST JUDICIAL DISTRICT) 

TIDS IS TO CERTIFY that on this day of --------------------------
--- before me, the undersigned, a Notary Public in and for the State of Washington, duly 
commissioned and sworn, personally appeared Daniel J. Merlino to me known to be the person 
described in and who executed the foregoing instrument, and acknowledged to me that he s igned and 
sealed the same freely and voluntari ly for the uses and purposes therein mentioned . 

WITNESS my hand and official seal the day and year in this certificate above written. 

(Seal) 
NOTARY PUBLIC FOR WASIDNGTON 
My Commission Expires: ----- --
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Exhibit A 
Scope of Work 

ECG Management Consultants ("Contractor") shall provide the following services as it relates to the 
Agreement for Consulting Services for the Lease of the Ketchikan Medical Center between the City 
of Ketchikan (City) and ECG Management Consultants as specified in the attached proposal dated 
November 28, 2018. Progress payments will be made on a monthly basis as invoiced by the 
Contractor to the City corresponding with the services accomplished during each calendar month and 
as outlined in the attached scope of work. 
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Exhibit B 
Additional Policies and Conditions 

This agreement between the City of Ketchikan ("Owner") and ECG Management Consultants 
("Contractor") shall be conducted subject to the additional policies and conditions, as outlined below. 

1. Except as to any disputes between the Owner and the Contractor, should the Contractor 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, the Contractor shall be reimbursed for all expenses and professional 
time at standard rates. 

2. Owner acknowledges that in the course of this engagement the Contractor may provide third-
party data that is used under license by the Contractor. No sublicense is created by the inclusion 
of this data in the Contractor documents, and the Owner agrees that this data may not be used for 
any purposes other than this engagement. 

3. The Contractor'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. The 
Owner fmther agrees that the Contractor will not be liable for any lost revenue or for any claims 
or demands against the Owner by any other pa1ty. In no event will the Contractor be liable for 
incidental or consequential damages, even if we have been advised 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 three years after the date of the last services provided under 
this contract. 

4. It is also agreed that all disputes that may arise in connection with the Contractor's 
engagement that carmot be mutually resolved by the Owner and Contractor shall be submitted to 
binding arbitration under the rules and procedures of the American Arbitration Association. 

5. For the term of the agreement and one year after its expiration or termination, the Owner 
agrees that it will not hire any employee of the Contractor who worked on this engagement. In 
the event the Owner hires an employee of the Contractor from this engagement, the Owner agrees 
to pay the Contractor an amount equal to the employee's first-year base salary, provided that the 
Owner may generally adve1tise available positions and hire employees of the Contractor who 
either respond to such advertisements or who come to the Owner on their own initiative without 
direct or indirect encouragement from the Owner. 

6. Initially and during the course of the project the Contractor will disclose whether any of its 
project team members are staffed on other projects that might be considered a potential 
conflict of interest. If the Owner determines that a Contractor project team participant does 
have a conflict then that project team member will be removed from this project. 
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I Understanding Your Situation 

For several decades, the City of Ketchikan has contracted with PeaceHealth to manage Ketchikan 
Medical Center (KMC). During the course of the arrangement, PeaceHealth has developed an em

ployed medical group in Ketchikan, provided call coverage for the hospital , and rotated various special

ists up to Ketchikan on a regular basis. The terms of the agreement are very general and do not ad
dress considerations such as service scope, performance expectations and accountabilities, pricing, or 

the city's recourse in the event of healthcare delivery concerns. The city council is seeking consultant 

support for an effort to implement a more transparent, responsive, and accountable contract going for

ward. If a satisfactory partnership cannot be negotiated, the council will also need assistance in pursu

ing other potential operators. 

ECG is uniquely qualified to assist you in this engagement. Over the course of our 45 years as a 
healthcare consulting firm, we have negotiated numerous agreements between providers and munici

palities regarding acquisition and/or management of hospitals. More specifically, we have worked with 

several cities in Alaska to determine the best path to provide high-quality healthcare to their communi

ties. 

I Project Objective and Scope 

The objective of this engagement is to identify Ketchikan community healthcare needs and concerns 

and develop a KMC management contract that reflects these considerations. The project will include 
the following components: 

» Review the PeaceHealth contract arrangement to understand and evaluate the nature and compo
nents of the current deal, including financial terms, resource commitments, accountabilities, and the 

parties' recourse in the event of disagreement. 

» Engage the community to identify its perceptions of healthcare delivery in Ketchikan and determine 

key priorities going forward. 

» Identify negotiation priorities that reflect both community needs and current contract gaps. 

» Assist in negotiating a new management contract with PeaceHealth. 

» If a satisfactory partnership cannot be achieved with PeaceHealth, support a Request for Proposal 

(RFP) process to identify a new provider. 

Findings will be presented in a comprehensive report that documents the supporting analysis, outlines 

key considerations, and provides a recommended path forward given the community's needs and iden

tified priorities. 
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I Project Approach 

Our approach is four-phased, with each phase leading to a key KMC contract decision point. This pro
cess will be highly participatory, engaging clinical and executive leadership and key community stake

holders as we analyze the value of the current PeaceHealth deal and articulate ongoing partnership 

needs for KMC management. We envision working closely with a steering committee to obtain input 
and feedback on our findings and the implications of our market analysis, the partnership scenarios, 

and the recommended approach. The steering committee will likely be a multidisciplinary team com

posed of key hospital leadership, clinical leadership, and city council representatives. In addition, we 

recommend creating a smaller work group to review detailed analyses and preview materials for the 

steering committee. We foresee that the work group will be composed of a subset hospital and clinical 
leadership from the steering committee. We will work with you to determine specific members of the 

steering committee and work group. Figure 1 details the roles of the project teams and their interactions 
as the engagement progresses. 

Figure 1: Project Teams 

ECG and the workgroup will comnunicate frequently as the project progresses to ensure all tasks are tracking 
to time line and that all the necessary information is accessible. The steering comnittee w ill provide direction, 
review initial findings, and assist in providing recorrvrendations to the City Council. 

ECG Project Team 

Work Group 

Steering Committee 

» Discuss key findings from the 
situational assessment. 

» Address project options and 
provide further direction. 

» Bring keydecisions and 
recommendations to the City 
Council. 

City Council 

» Discuss key findings 
» Assess recommendations 

and supporting analysis 
» Provide decision at key 

projectjunctures (e.g. 
PeaceHealth renegotiation, 
RFP, response selection). 

The four-phase approach illustrated in figure 2 has been developed to meet Ketchikan's specific needs 

for this engagement. The initiation of each phase is contingent on the output of the prior phase and the 

city's decision to move forward with the engagement. 
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Phase I 
COnduce a SHuauonat Assessmem: 

Develop a Negouauon Suareav 

Assess the 
Current 
Arrangement 

Develop a 
Communlcalion 
Plan 

Conduct 
Stakeholder 
Interviews 

Figure 2: Engagement Structure 

Phase II 
Lead PeaceHeatrh 

Conrracr Negouauons 

Lead the Overall 
Negotiation Process 

Develop Mealing 
Slrategres 

, Condud Negotiations 
• Prepare Supporting 

Analyses 
• Assist Legal in 

Developng Definitive 
Documents 

Phase Ill 
Develop an RFP; 

Factlnate Setecuon 

Develop the RFP 

oenne Evaluation Cnterta 

Facilitate Selection 

Assist in Negotiating the Final 
Agreement 

CONFIDENTIAL 

Phase IV 
Suppun New Conuacr 

lmplememavon 

Develop a Cutover Plan and 
Transition Timellne 

Establish • Project 
Management Structure 

Manage the Implementation 
Work Streams 

Ensure Minimal Disruption to 
Ongoing Community Operations 

Table 1 details the activities that will be included within each of the major components shown above. 

Phase One 

Component One: 
Conduct a Situational 
Assessment 

Table 1: Detailed Project Approach 

The situational assessment will bring forward all the information needed to un
derstand the value of the current deal in terms of parameters such as clinical 
delivery, financial considerations, operational effectiveness, and community re
sponsiveness. We will then identify the city's needs and priorities in negotiating 
a new partnership agreement. Specifically, this component will include the fo l
lowing tasks: 

Task One: Assess the Current Arrangement 

We will initiate this assignment by conducting a contract and market assess
ment that will provide the context needed to evaluate the strengths and weak
nesses of the current arrangement and identify needed components of a future 
partnership. This process will focus on three issues: 

1. Current contract terms: We will evaluate the current contract to establish a 
baseline understanding of its financial terms, clinical service obligations, 
and performance accountabilities. 

2. Historical financial performance: We will assess KMC's historical financial 
performance to better inform the potential financial terms of the arrange
ment moving forward. 

3. Service delivery: We will conduct a market assessment of services currently 
provided in the community as compared to the current and future healthcare 
needs of a community this size. This baseline will enable us to assess po
tential service gaps. 

Although a formal request wi ll be prepared upon project initiation, the data re
quirements will likely include: 

» Copies of relevant contracts and other legal agreements between the par
ties. 
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CompOnents 
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» KMC financial information for the past three years. 

>> Data/documentation related to capital investments made by each party, in-
cluding capital expenditures, balance sheets, leaseholds, etc. 

» List of services currently provided by KMC. 

» The most recent Community Health Needs Assessment. 

» Current and historical payor mix data. 

» Current and projected market demographic data. 

» Minutes of past city council meetings addressing this topic. 

Once the data is compiled , we will review the information with you and outline 
any outstanding questions that should be resolved before conducting further 
analysis. This may require us to complete brief phone interviews with the pro
ject liaison (and others as directed). 

Task Two: Develop a Communication and Engagement Plan 

Given the high level of community interest in this topic, it will be important to de
velop a plan that ensures regular and transparent communication. We will pre
pare a draft plan for review by city leadership. Elements of this plan will include: 

» Communication channels. 

» Messaging frequency and topics. 

» Responsibilities for drafting and approval of messages. 

We will update and finalize this plan based on feedback from leadership. 

Task Three: Conduct Stakeholder Interviews 
In order to understand the political, operational, and strategic considerations as
sociated with the partnership, ECG will talk with key stakeholders in the commu
nity. We envision this will involve both individual interviews and community fo
rums to obtain input from a cross-section of the community, including city 
administrators, community leaders, providers, and patients. We have budgeted 
for 25 interviews and two community forums. 

The community forums will allow us to gain important community feedback and 
assess the PeaceHealth agreement's qualitative impact on the community. We 
will work with you to establish the appropriate timing and venue for the commu
nity forums . 

Interviewees will represent a diverse sample of opinions. The list will include an 
array of individuals who have interacted with the organization. Ideally, hospital 
employees, at-large community stakeholders, providers, and city council mem
bers wi ll be interviewed. Members of the steering committee will help ECG iden
tify interviewees to ensure that a range of opinions are presented. 

Task Four: Develop Partnership Parameters 
Using the information gathered from the contract review, market assessment, 
and stakeholder interviews, ECG will work with the steering committee to as
sess and formalize the city's goals for the ongoing partnership. In doing so we 
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Component Two: 
Develop a Negotiation 
Strategy 

Phase Two 

CONFIDENTIAL 

will prioritize the needs of the hospital and the community, taking into account 
shortcomings of the current PeaceHealth arrangement and highlighting future 
requirements. 

Deliverables: 

» Gap analysis: current Ketchikan-PeaceHealth contract 

» Communication plan 

» Assessment of community needs and concerns 

» Partnership parameters of a future arrangement 

Based on the goals and needs identified in component one, ECG will develop a 
comprehensive strategy to ensure that negotiations are structured to maximize 
value for the City and people of Ketchikan. 

This negotiation strategy will encompass several aspects, including: 

» Key areas of renegotiation, such as contract term, financial terms, clinical 
delivery scope, governance of the agreement, and exit provisions. 

» Must-haves in a new agreement. 

» Draft term sheet listing key terms and conditions and the recommended out-
comes to be negotiated. 

» Negotiation timetable. 

» Negotiating team. 

» Communication plan. 

We will partner with the work group to develop and refine the strategy before 
presenting it to the steering committee. We will then assist the steering commit
tee in vetting the proposed strategy and determining the optimal way to move 
forward with negotiations. 

Deliverable: 

Contract negotiation strategy: defined priorities, strategies, and timetable 

Lead PeaceHealth ECG will lead negotiations for a new contract with PeaceHealth. This will in-
Contract Negotiations elude the following: 

» Lead the overall negotiation process. 
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Work with the city's negotiating team to determine roles, meeting strate
gies, and communication strategies. 

Schedule and facilitate contract negotiation meetings. We will work with 
the negotiating team to set agendas, identify and prioritize key issues, 
and develop analyses as needed to support the city's negotiating posi
tion . 
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Components 

Phase Three 

Develop an RFP, and 
Facilitate Selection 

CONFIDENTIAL 

Prepare written correspondence, attend various meetings and confer
ence calls with PeaceHealth. 

Lead meetings and conference calls with the negotiating team, steering 
committee, and city council, as needed. 

» Establish contract terms. 

Develop a term sheet. This will be a living document that includes the 
major negotiating issues and priorities and reflects the progress to date 
on each. 

Review and propose business terms and contract language, including 
attachments and relevant policies and procedures. 

Review and model contract financial proposals and scenarios as 
needed during the negotiations, to forecast the financial impact of pro
posed modifications. We will use the resulting financial model as an in
ternal decision-making tool throughout the negotiations. 

As terms are finalized, we will assist the steering committee and city council in 
determining whether the revised agreement reflects the healthcare needs and 
expectations of Ketchikan and the surrounding communities. If so, we will assist 
the city's legal counsel in drafting definitive agreements. 

» Develop definitive agreements. 

Confer with the city's legal representatives to translate the agreed-upon 
term sheet into definitive agreements. 

» Evaluate the implications of the definitive agreements from a business per
spective. 

Should the city decide to explore other options, ECG will support the develop
ment and distribution of a formal RFP for a new partnership. Tasks will include 
the following: 

» Using information identified in phase one, develop an RFP to address 
KMC's requirements and needs. It is expected that the RFP wi ll include the 
following sections: 

Purpose of the RFP 

Overview of KMC services and current operations 

Service requirements going forward 

Description of the selection process, including the timeline for re
sponses 

Proposed structure of the RFP response 

» Define the evaluation criteria. 

» Support the RFP evaluation process, and facilitate selection. 

» Assist in negotiating the final agreement. 
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Phase Four 

Support New 
Contract Implementa
tion 

CONFIDENTIAL 

Should the city decide to choose a new vendor and implement a new contract, 
ECG wi ll support the transition and ensure minimal disruption to the community. 
This stage of the engagement would require an additional statement of work; 
however, the following components can be expected: 

» Develop a transition plan. 

» Assess ongoing processes to identify post-transition improvements. 

» Identify and mitigate transition risks. 

» Establish a project management structure in which ECG directs and over
sees transition efforts. 

» Manage implementation workstreams. 

The result of these efforts will be a structured transition to the new vendor so 
that clinical care delivery and support services will not be significantly disrupted. 
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I Project Team 

ECG's project team will consist of the following individuals: 

Dan Merlino 
Principal 

In a consulting career spanning more than 30 years, Dan 

has gained the trust and respect of physician leaders and 
healthcare executives throughout the United States. Dan's 

extensive experience has given him unique insights into 

the strategies and operations of large providers, enabling 

him to understand the realities of his clients' environments 

and design strategies and structures that meet their spe
cific needs. His familiarity with all aspects of the healthcare 

industry, and in particular the physician practice environ

ment, allows him to offer a unique, well-rounded perspec
tive in addressing issues concerning strategic planning, operations analysis , and the financial feasibi l

ity of new ventures. Dan has assisted major health systems, medical centers, and physicians' 

organizations in developing business strategies and implementing organizational and operational im
provements. Most recently , he has specialized in strategic planning, physician-hospital alignments, 
and subspecialty program development, assisting several hospitals in mergers, acquisitions, and new 

program development. 

Kevin l{ennedy 
Principal 

A 25-year consulting career has given Kevin a unique un

derstanding of shifting trends in the healthcare industry. A 
member of ECG's Board of Directors and head of the 

firm's Northwest Healthcare practice, Kevin has guided 

hospital executives and physician leaders through periods 

of dramatic change, and he is highly regarded for his in
formed perspective on the industry's changing conditions 

and new models of care , as well as the business arrange

ments required to achieve clinical integration . He has 
helped dozens of hospitals, health systems, and medical 

groups solve their most challenging strategic, financial , and operational problems, and clients value 

his thoughtful analysis of healthcare business decisions. 

Kevin has particular expertise in hospital-physician relationships, physician compensation planning, 

and service line integration and development. Recently, he has been assisting hospitals with service 
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line and enterprise-wide strategic planning; working with health systems to define their operational re

lationships with member hospitals; and facilitating multiple transactions, including hospital-hospital 

and hospital-physician acquisitions. 

As the industry moves toward value-based care, providers throughout the healthcare continuum ap

preciate Kevin's critical thinking. His recent publication topics include the eva luation of joint venture 

issues, the changing landscape of hospital-physician relationships, and the physician customer ser

vice aspects of operations improvement. Kevin is a frequent speaker before industry associations and 

has received the Yerger/Seawell Article of the Year award from the Healthcare Financial Management 

Association for outstanding contribution to professional literature. 

I Schedule 

The first phase of work will likely take four months, contingent on the availability and transfer of neces

sary data and the timing of stakeholder interviews. Phases two and three are less predictable and thus 

on a month-to-month timeline reassessment. The unpredictability is driven by variable task components 

that are dependent on yet-to-be-determined KMC priorities and negotiation schedules. ECG will provide 

a separate detailed time line and work plan for phase four. See figure 3 for the project timeline and 

meeting schedule. 

Figure 3: Project Timeline by Phase 

Phase One: Conduct a 
Situational Assessment 

Phase Two: Lead 
PeaceHealth Contract 
Negotiations 

Phase Three: Develop an 
RFP, and Facilitate Selection 

On-Site Work Sessions/Steer- • 
ing Committee Meetings • • • • 

·Month Month Month Month . 
Four F'we Seven Eight 

• 

The duration of phase two is variable 
and contingent on negotiation goals. 

The duration of phase three is variable 

and contingent on response time. 

• • • • 
Work sessions and steering committee meetings will be increased as needed. 

e Steering Committee 
e Work Group 

0100.009\469992(docx)-E2 DO 11-28-18 9 City of Ketchikan I ECG 



CONFIDENTIAL 

I Estimated Professional Fees 

The estimated professional fees associated with phase one of this project are $180,000 to $200,000. 

We will not exceed $200,000 in professional fees without your prior approval. Given the potential com

plexity and unknown factors that could affect the negotiation process, we would develop an estimate for 
that phase once we understand the number of issues and their anticipated level of difficulty to address. 

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 travel, phone, and other out-of-pocket expenses. Our 
out-of-pocket expenses typically do not exceed 15% of professional fees. 

We will require a retainer fee of $30,000, due upon acceptance of this proposal. During the course of the 

engagement, we will bill monthly for our services based on the actual fees and project-related expenses 

incurred. We will credit the retainer against the final invoice. 
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ECG MANAGEMENT CONSULTANTS 

2018 STAFF BILLING RATES 

Practice Lead 

Principal 

ECG Titles 

Associate Principal 

Senior Manager 

Manager 

Senior Consultant 

Consultant 

Senior Analyst 

Intern 

Analyst 

Project Coordinator 

Document Editing and Administrative Support 
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Standard Hourly Rate 

$610 

$510 

$450 

$420 

$345 

$280 

$245 

$195 

$195 

$175 

$150 

$120 


