ATTACHMENT V

Off-site Services Medieal Care Pool
Risk/Reward Sharing Computatioms

Illustration

Calculation of Annual Pool Based on Actual Average Daily Population (ADP) X
Total annual Off-Site Services Pool.

annual cost per inmate = §

Contracted Facility

A) Greater than 17% Excess Cost:

B) Up to 17% Excess Cost:

C) Off-site Services Pool

D) Up to 17% Savings Below Pool:

E) Greater than 17% Savings:

Actual Cost minus Line B

LineC X 117%

Line C X 83%

Line D minus actual cost

40

DOC 100%

PHS/DOC
50/50 Split

ADP X annual
cost/inmate

PHS/DOC
50/50 Split

DOC 100%
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Attachment Vi

IMMustration

Staffing Pool
Risk/Reward Sharing Computations

Contracted Facility

A) Greater than 10% Excess Cost: Actual minus Line B DOC 100%

B) Up to 10% Excess Cost: Line CX110% PHS/DOC 50/50
Split

C) Staffing Pool: Per IV. B.

D) Up to 10% Savings: Line C X 90% PHS/DOC 50/50
Split

E) Greater than 10% Savings: Line D minus Actual DOC 100%

41
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DEPARTMENT OF CORRECTIONS
6900 ATMORE DRIVE
RICHMOND, VIRGINIA 23225

CONTRACT DOC-05-024-PHS

This contract entered into this ___ day of April 2006 between Prison Health Services, Inc. a
corporation under the laws of the State of Delaware hereinafter called the “Contractor or PHS”
and the Commonwealth of Virginia, on behalf of the Virginia Department of Corrections
hereinafter called “Purchasing Agency or DOC.”

WITNESSETH that the Contractor and the DOC, in consideration of the mutual covenants,
promises and agreements herein contained, agree as follows:

SCOPE OF CONTRACT: The Contractor shall provide the Services to the Purchasing Agency
as set forth in the Contract Documents.

PERIOD OF PERFORMANCE: May 1, 2006 through April 30, 2008 and renewable for five
(5) one-year periods.

The contract documents shall consist of:

T This signed Contract including the attached Memorandum of Understanding and
Attachments I through VII;

2. The Request for Proposal # DOC-05-024 dated March 20, 2005 sections and
attachments as follows: Section II: Small, Women and Minority-Owned
Business Participation, Section IIL: Purpose, Section IV: Background, Section V:
Statement of Needs, and Attachments A through J; and

3. The Contractor’s proposal dated August 1, 2005 excluding the fee proposal in
section 1. A. and B. of the Proposal Form.

To the extent that the terms of the contract documents as listed above are in conflict, the specific
provisions as stated in this Contract, Memorandum of Understanding and Attachments I through
VI shall prevail. Other contract documents listed in #2 through #3 above shall take precedence
based upon the order in which they are listed.

IN WITNESS WHEREOF, the parties have caused this Contract DOC-05-024-PHS to be duly
executed intending to be bound thereby.

CONTRACTOR: PURCHASING AGENCY:
Signature: Signature:
Title: Title: Director
Date: Date:

Note: This public body does not discriminate against faith-based organizations in accordance with the Code of Virginia, 2.2-
4343.1 or against a bidder or offeror because of race, religion, color, sex, national origin, age, disability, or any other basis
prohibited by state law relating to discrimination in employment.
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Memorandum of Understanding
Contract DOC-05-024-PHS

As a result of the competitive negotiation process applicable to Request for Proposals (RFP) DOC-05-024
for the procurement of Healthcare Management and Services, the Contractor, Prison Health Services, Inc.,
hereinafter referred to as the “Contractor” or “PHS” and the Virginia Department of Corrections,

hereinafter referred to as the “Purchasing Agency” or “Department of Corrections” or “DOC”, do hereby

agree to the following;

L SERVICES TO BE PROVIDED BY THE CONTRACTOR

The parties agree as follows:

L SERVICES TO BE PROVIDED:

A

General Contractor Responsibilities: Except as otherwise explicitly
provided in this Memorandum of Understanding, PHS shall, at its own
expense, provide all medical, dental and mental health services
(including, but not limited to, all primary care, preventative care,
specialty consultations, inpatient hospital care, infirmary care,
medications, equipment maintenance, medical and dental supplies, x-ray
services, laboratory services, optometric services, ambulance services,
and infectious waste disposal) needed to provide adequate and necessary
health care for all inmates at the Greensville Correctional Center
(including the Greensville Work Center), the Sussex I State Prison, the
Sussex II State Prison, Powhatan Correctional Center (including the
Powhatan Reception & Classification Center) and the Fluvanna
Correctional Center for Women and to provide health care services for
DOC employees and DOC on-site contract vendors required by these
contract documents. PHS shall, at its own expense, provide all
professional and non-professional personnel necessary to provide these
services.

Standards of Performance: All services shall be provided in accordance
with American Correctional Association (ACA) health care standards
and in accordance with the DOC’s Department Operating Procedures
(DOP’s), DOC’s Institutional Operating Procedures (IOPs), DOC’s
Inmate Health Care Plan and the Virginia Board of Corrections’
standards, as they now or hereafter may exist. In addition, PHS must
comply with the Centers for Disease Control (CDC) Corrections
standards and treatment protocols adopted by DOC from time to time, as
those standards now or hereafter may exist. To the extent that a change
in such health care standards or DOC procedures or protocols or any
change in applicable laws or regulations result in a change in the scope
of work under this agreement that result in increased or decreased costs,
PHS and DOC will negotiate an increase or reduction in compensation in
accordance with Section L of Attachment I.

Medical Infirmaries: PHS shall operate DOC’s medical infirmaries at
Greensville Correctional Center, Powhatan Correctional Center and
Fluvanna Correctional Center for Women (hereinafter, “Greensville”,
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“Powhatan” and “Fluvanna” respectively). The major infirmaries at
Greensville, Powhatan and Fluvanna shall not only provide health care to
the inmates permanently assigned to these Institutions, but shall also
provide health care service to inmates from various other Institutions
who are temporarily assigned to these Institutions for a level of health
care that cannot be provided at the Institution where they are
incarcerated. The cost of infirmary care for such inmates coming from
other Institutions or from other jurisdictions to Greensville, Powhatan or
Fluvanna is included within the pricing structure of this Contract,
however, all off-site services for infirmary inmates permanently assigned
to another Institution will be the responsibility of the Institution to which
the inmate is permanently assigned. For the purposes of this Contract,
“off-site medical services” are defined as only inpatient hospitalization,
outpatient hospital care, and physician care provided by some entity
other than PHS away from the Institutions where PHS provides health
services, which are of a type beyond the capability of PHS at the major
medical infirmary and which are not normally provided by PHS at the
major medical infirmary in question.

Janitorial Services: PHS shall provide all janitorial services (including
the cost of supplies) related to areas associated with services in the health
care unit. All cleansers used by PHS must receive prior approval from
the DOC.

ACA Accreditation: All Institutions in which PHS will provide health
services are currently accredited by the American Correctional
Association (ACA). While these Institutions are accredited as a whole
and the health services operation is not accredited separately, it is
necessary that the health services operation meet ACA standards so that
the whole Institution may continue to be accredited. Therefore, the
Contractor must do all things necessary to assure that the health care
operation at each Institution meets American Correctional Association
accreditation standards at all times. PHS’s health care operations may be
audited, at anytime, by DOC or at the request of PHS (no more than
twice during each contract year) for continuous ACA standard
compliance.

Mental Health Licensure: PHS must do all things necessary to assure that
the Mental Health Units at Greensville, Powhatan and Fluvanna
Correctional Centers are licensed by the Virginia Department of Mental
Health, Mental Retardation and Substance Abuse Services at all times.

Costs For Which PHS Is Not Responsible: PHS is responsible for
providing the following services or arranging to have them provided, as
the case may be, but PHS is not responsible for bearing the cost of said
services as a part of its basic fee. For these services DOC will reimburse
PHS its actual costs without markup for overhead or profit.

1; PHS will not be responsible for costs associated with organ
transplant surgery costs (admission through discharge), however,
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all other costs associated with the organ transplant are the
responsibility of the Contractor. All organ transplant surgery
must be approved in advance in writing by the DOC Health
Services Director. If PHS fails to obtain DOC advanced written
approval, PHS shall be responsible for all costs associated with
the organ transplant costs.

2, PHS shall not be financially responsible for the cost of
antiretroviral medications specifically required for the treatment
of HIV+/Aids or medications prescribed for the treatment of
Hepatitis C. Such medications will be provided by the DOC
through its contracted DOC pharmacy providers. PHS is
responsible for the storage and administration of such
medications, as well as all costs other than the above described
medications associated with the treatment of inmates requiring
such medications. The cost of medication for the treatment of
opportunistic infections are the responsibility of PHS

3. PHS shall provide Factor 8 treatment, other blood products and
treatment required for inmates suffering from hemophilia, but
the DOC shall reimburse PHS for the cost of Factor 8
medications and blood products. PHS shall provide all other
health care services for hemophiliacs including all other
medications necessary for general health care treatment without
additional compensation as a part of its basic services.

H. Hemodialysis

1. Fluvanna Correctional Center for Women
a.) PHS is responsible for providing and paying for all
hemodialysis treatments;

2 Greensville Correctional Center
On-site hemodialysis treatments at the GRCC will be provided
under a separate DOC Contract, however, PHS shall be
responsible for the following:
a.) providing the nephrologist and all of the labs ordered by him.
PHS will charge the DOC a dialysis lab surcharge of $7.00 per
dialysis patient visit. The dialysis lab surcharge is in addition to
the base fee. These lab tests must be billed directly to PHS and
paid by PHS, not billed to the DOC’s third party administrator
nor included in the off-site medical care pool;
b.) all other medical care, including if dialysis is provided
elsewhere from Greensville Correctional Center; and
c.) the janitorial services of the dialysis areas.

Miscellaneous:

1. Ifthe DOC becomes dissatisfied with any health care personnel
provided by PHS, PHS will, upon notification by the DOC
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detailing the matter of concern, exercise its best effort to resolve
the problem. If the problem is not resolved to the satisfaction of
the DOC, PHS will remove the individual(s) from the
correctional center at the DOC’s request.

Upon request by the DOC, for no additional compensation, PHS
will provide reports to the DOC in a timely manner to aid the
DOC in its administration of health services and/or oversight of
this Contract. PHS’s records and inmate medical records shall
be available to the DOC for inspection by its personnel at all
times during the course of this Contract and subsequent thereto.
The Contract parties agree that these peer review records are
priviledged documents and therefore are not subject to release.
Also, as a part of its basic services, PHS will respond to inmate
grievances involving health care issues in accordance with the
procedures and within the time limits provided in DOC’s DOP
866.

PHS shall use telemedicine whenever possible to reduce
transportation costs. Telemedicine shall be used for clinical
consultations whenever and wherever available, unless directed
otherwise by the DOC. The cost of the consultations will be the
responsibility of PHS and will be included in the Off-Site
Medical Pool. The DOC will be responsible for the costs
associated with maintaining the telemedicine communication
system and equipment.

When PHS uses a hospital or other health services provider away
from the Institutions where it serves either by face-to-face
consultations or telemedicine, charges for such off-site services
shall be paid through the DOC’s contractor for Third Party
Administration Services (TPA) in accordance with the TPA’s
procedures. All such costs, plus administrative fees charged by
the TPA, will be billed to PHS by the DOC and will be
reimbursed to the DOC by PHS within 30 days after the invoice
is received. It will be presumed that the billing from the DOC to
PHS was received not more than five days after it was sent,
unless PHS demonstrates that it was received at a later date.
Late payments by PHS shall accrue interest in the manner
provided for late payment by public bodies in accordance with
the Prompt Payment Act §2.2-4347 et.seq. Code of Virginia.
The DOC may offset any amounts, which it determines to be due
from PHS under this paragraph or any other amounts, which it
determines to be due from PHS for other reasons, from any
amounts, which it owes to PHS. Before exercising its right to
offset, the DOC will give PHS written notice of its intent to
offset, the amount it intends to offset and the justification
therefore. In the event PHS disputes such offset, PHS will have
20 calendar days from receipt of the DOC’s written notice to
respond to the DOC with information disputing such offset and
the DOC shall render a decision within 30 calendar days from
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10.

receiving PHS’ response. Upon rendering its decision, the DOC
may then, if applicable, proceed with the offset.
Notwithstanding the foregoing, in the event PHS continues to
dispute the offset, the parties shall follow the procedure for
disputes specified in Attachment II Section J.

Inmate Co-Pay: Each time an inmate seeks treatment, PHS will
make a determination as to whether a co-pay amount is due from
the inmate in accordance with the DOC policies, as they may be

. amended from time to time. PHS shall communicate that

information to the DOC daily in accordance with DOP 733.
Failure to do so shall make PHS liable for said co-pays. All co-
pays shall be the property of the DOC.

The Contractor shall adhere to the background check
requirements detailed in Department of Corrections Procedure
Manual, Chapter 10, Procedure #10-9 — Background
Investigation Program. However, a background investigation is
not required when it is imperative that the Contractor must make
an immediate hiring decision before completion of the
background investigation, regarding a candidate for a highly
professional or technical position. If approved by the
appropriate Deputy Director or his designee, the applicant may
be hired on a probationary basis pending the completion of a
favorable VCIN/NCIC and DMV check. A background
investigation will then be made and a report provided. The
Contractor will communicate to all new employees that their
continued employment at any DOC site is contingent upon
successful completion of the complete background check.

The Contractor shall not request reimbursement of any costs
from the DOC, except for (i) the cost of actual organ transplant
surgery, (ii) the cost of Factor 8 medications and other blood
products for inmates suffering from hemophilia.

The Contractor shall provide medical discharge planning to
effect an appropriate transition for inmates who are being
released from the DOC into the community.

The Contractor shall provide all DOC Employee/DOC
Contractors, health care in accordance with the RFP Section V,
Statement of Needs, #5. Additionally, the Contractor shall
provide, subject to availability, all vaccines for inmates and
DOC employees/Contractors health and provide chest x-rays
(including radiological services) for all positive PPD’s at no
additional cost to the DOC.

The Contractor shall comply with all federal and state laws and
regulations pertaining to pharmaceuticals,
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12.

13.

When an inmate is transferred from another DOC Institution, to
an Institution in which health care services are provided by the
Contractor, the Contractor will not cancel a medical
appointment without first conferring with the sending
Institution’s medical provider and notify the inmate for the
reason for cancellation..

Dental Clinics must follow the Dental Department Operating
Procedure (DOP) including submission of monthly activity
reports. Emergency and urgent dental care has the highest
priority and are not to be put on a waiting list. Emergency
patients will be seen the same day and urgent patients the same
day or next available clinical day. Routine dental treatment will
be initiated with a request form.

a.) Patients will be scheduled for their initial routine
appointment in the chronological order their request was
received.

b.) A written treatment plan will be developed for each
patient and the treatment plan will guide the course of
treatment.

c.) Patients do not have to submit a request form for
reappointment but they should indicate their desire to
continue with the treatment plan before they are
reappointed. The waiting time between appointments
should be based on the severity of treatment needs.
There should be no routine “go to the bottom of the list”
reappointment protocol. If the patient declines to
continue with the treatment plan, a new request form
must be submitted to restart treatment and the patient
will be appointed in chronological order of receipt of his
request.

d.) Dental Clinics will not maintain separate lists for
extractions, fillings, prosthodontics and endodontics.

e.) Oral hygiene care is an integral part of the DOC Dental
Program. Such care will be included in the treatment
plan according to DOC dental procedure. A separate list
may be maintained for oral hygiene care. Appointments
will be made from this list on a planned and regular
basis.

Contractor shall provide all psychiatric care including
psychiatrists and medications at all PHS contracted the
Institutions. Additionally, the contractor will provide:

a) all staffing required for mental health care at the Fluvanna
Correctional Center for Women, Sussex I State Prison and
Sussex II State Prison, and
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14.

15.

16.

17.

18.

19,

20.

b) all staffing required for mental health care at the Greensville
Correctional Center’s residential treatment mental health and
special housing units.

Any Medical supplies or medications on hand as of the
termination date of this Contract shall become the property of the
DOC.

The Contractor shall abide by the DOC Employee drug testing
policy. The Contractor Health Services Administrator shall
arrange, in advance with the DOC Institutional Human Resource
Officer, for testing of all prospective health care workers, at the
time of first interview.

Any inmate admitted to a hospital prior to Contract expiration
shall be the financial responsibility of the Contractor even if the
hospital discharge is after the Contract expiration.

The Contractor shall be financially responsible for any
debts incurred due to not following DOC procurement
procedures in the purchase of goods and services to support
this Contract.

During the term of the Contract, the DOC reserves the right to
add or delete DOC Institutions to the Contract as deemed
desirable for the provision of healthcare services. It is
understood that any addition or deletion will be documented as a
Contract Modification.

In the event inmates from Coffeewood Correctional Center,
Lunenburg Correctional Center and/or Indian Creek Correctional
Center are assigned to major infirmaries managed by PHS and
they are required to have off-site medical care, PHS will notify
Armor.

The Contractor will comply with the training requirements in
Section V. A. 7 of the RFP.

II. DOC SERVICE SUPPORT

A. The following are responsibilities of the DOC with respect to this
Contract:

L.

The DOC will provide transportation services and security
personnel required for off-site hospitalization care and specialty
services, provided that PHS requests and schedules
transportation needs in advance, except in case of emergencies.
PHS will be responsible for the arrangement and associated cost
of ambulance services when transportation by ambulance is
required.
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The DOC shall be responsible for the physical security of the
Correctional Center facilities and the continuing security of
inmates, however, it shall be an affirmative duty of PHS to
follow the rules and directions of the DOC with respect to
security and conduct its operations in a secure manner in
accordance with those rules and directions.

The DOC will provide food, clean linens and security for
inmates in the infirmaries.

The DOC will provide office space and the DOC owned office
furniture and equipment now in place at the Correctional
Centers. All such property will at all times remain the property
of the DOC and must be accounted for by PHS. Any new
additional equipment and supplies required by PHS, together
with the maintenance of such equipment, shall be the
responsibility of PHS. The DOC will be responsible for regular
maintenance and replacement of the DOC owned equipment,
however, PHS shall reimburse the DOC for any costs of repairs
resulting from abuse of the DOC equipment. At the termination
of this contract, PHS shall return to the DOC possession and
control of all the DOC owned medical and office equipment. At
such time, the medical and office equipment shall be in good
working order, reasonable wear and tear excepted.

PHS will retain the title to computers provided by PHS for
administrative services, but any software purchased by PHS for
use at the Institutions shall to the extent permitted under the
applicable software licensing agreement(s), be licensed to the
DOC and shall become the property of the DOC. It is
understood that PHS owns all right, title and interest to any
software developed by PHS and used by PHS in conjunction
with the services under this Contract.

The DOC will provide public utilities, including: water and
electrical services, but PHS shall be responsible for payment of
its monthly telephone/fax bill and for any computer lines not
provided by the DOC. The DOC will provide PHS access to the
DOC’s electronic mail network for the purpose of
communication with the DOC and between Institutions.

Subject to the Commonwealth of Virginia’s Privacy Protection
Act and any similar state or federal law now or hereafter
existing, the DOC will provide, as-needed, information in the
DOC’s possession pertaining to inmates that is reasonable and
necessary for PHS to adequately perform its obligations to the
DOC. PHS shall safeguard and protect such information about
inmates or about the DOC personnel from disclosure to any other
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party, except as may be necessary to obtain medical care for the
inmates or the DOC employees.

8. The DOC shall retain full responsibility for updating OBSCIS
records (which shall be termed CORIS records when the DOC’s
new offender management software is installed), but it shall be a
duty of PHS as a part of its obligations under this Contract to
provide all medical, dental, and mental health information to the
DOC, which is needed to update those records.

1L STAFFING

A.

The negotiated staffing plans for the Institutions are attached hereto as
Attachment III. In addition to the staffing plans, the base staffing plans,
attached hereto as Attached III-A, will serve as the basis for determining
liquidated damages. At the end of each monthly reconciliation period,
liquidated damages shall be assessed by DOC for the Contractor’s
failure, if any, to provide health service workers in accordance with the
base staffing plans of Attachment ITII-A. It shall be the duty of the
Contractor to promptly supply DOC within twenty (20)calendar days
after the end of each monthly reconciliation period, with all information
deemed necessary by DOC to determine whether liquidated damages
should be assessed. Furthermore, DOC shall have the right to inspect the
Contractor’s records, as it deems necessary, to ascertain and/or verify
data. Once DOC has requested additional information, there will be
seven calendar days to submit the requested information. At the end of
the seven calendar day reconciliation period, deliberation is over and the
DOC may continue its collection of liquidated damages.
Notwithstanding the foregoing, in the event PHS continues to dispute the
liquidated damages, the parties shall follow the procedure for disputes
specified in Attachment II Section J. The DOC may, however, proceed
with the deduction of liquidated damages as the parties settle the dispute.
The Contractor shall provide an automated time and attendance system to
document the actual arrival/departure times of its staff at each Institution.

| It is the duty of the Contractor to manage its workforce so that
there is sufficient staffing on each and every shift at each
Institution in order to assure the delivery of both routine and
emergency health care services to all inmates at all times. The
following specific rules apply with respect to primary care
physicians.

At each Institution, at least one primary care physician must be
present for duty during the day shift each weekday, except
holidays, weekends, or two continuous days of absence (e.g.
training, sick time) from the Institution when no primary care
physicians need be present, but at least one must be on call per
Institution and readily available for emergencies.
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2. With respect to nursing, the minimum permissible nursing staff
for each shift on weekdays, weekends and holidays is shown on
Attachment III to this Memorandum of Understanding. These
minimum staffing levels of nurses and nursing assistants shall be
referred to as “Base Staffing” (Attachment IIT). Liquidated
damages for failure to maintain base staffing at all times shall be
assessed in the following manner.

a. Beginning on May 1, 2006, if the Contractor fails to
maintain the base staffing level of Registered Nurses,
Licensed Practical Nurses and/or nursing assistants on
any shift, then liquidated damages will be assessed for
that shift at that Institution by multiplying the number of
hours short in that particular category of employee (i.e.,
RN, LPN, etc.) times the dollar rate per hour shown in
Attachment IV. Monthly aging of these categories of
employees is explained in Attachment IV.

3 RN’s may be substituted for LPN’s and LPN’s may be
substituted for certified nursing assistants to avoid a shortfall in
staffing, but certified nursing assistants cannot be substituted for
LPN’s or RN’s and LPN’s cannot be substituted for RN’s.

4. Health services workers employed by the Contractor at one of
the Institutions may not be used at another facility as substitute
workers unless they are working overtime in addition to their
regular work at the facility to which they are assigned.

5. Health services worker hours may be covered by use of overtime
work, by use of qualified Contractor staff or by the use of
“locum tenens” health services workers. Any “locum tenens”
health services worker or any other health services worker not
regularly assigned to a facility must have a satisfactory DOC
background investigation completed prior to being allowed into
the Institution just the same as any permanent employee. . If
approved by the appropriate Deputy Director or his designee, the
applicant may be hired on a probationary basis pending the
completion of a favorable VCIN/NCIC and DMV check. A
background investigation will then be made and a report
provided. The Contractor will communicate to all new
employees that their continued employment at any DOC site is
contingent upon successful completion of the complete
background check.

Liquidated damages for failure to staff in accordance with the base
staffing levels of Attachment III-A may be determined by the DOC and
withheld from payments due to the Contractor in accordance with the
procedure described in Section III. A. above. To the extent that
liquidated damages exceed the payments due to the Contractor, if ever,

12
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the Contractor shall make payment to the DOC wvithin thirty days after
receiving the DOC’s invoice.

Iv. RISK/REWARD SHARING POOLS

A.

Off-Site Medical Services Pool: Due to the uncertainty of future health
care cost trends, an “Off-Site Medical Services Pool” has been
incorporated into the contract pricing. For the purposes of this contract,
“off-site medical services” are defined as only telemedicine
consultations, inpatient hospitalization, outpatient hospital care and
physician or other health care provided by some entity other than PHS
away from the DOC Institutions and billed through the DOC third party
administrator.

Annually, a computation of off-site medical costs will be performed by
comparing the total medical expenditures paid by the DOC third party
administrator on behalf of the contractor during the contract year to the
Off-Site Medical Services Pool dollar amount for the comparable period.
See Attachment V for illustration of annual settlement computation.
Based on the variance between actual off-site medical costs incurred and
the Medical Services Pool amounts (determined by multiplying the
Medical Services Pool Per Inmate amount times the actual ADP for the
contract period), PHS will be paid for additional costs incurred, or the
DOC will be reimbursed for savings achieved according to the settlement
computations shown on Attachment V.

Medical Care Off-Site Services Risk/Reward Pool Amounts per
inmate:

5/1/06 — 4/30/07

Fluvanna $1,461
Greensville $1,212
Sussex I $ 592
Sussex II $ 417

Powhatan $1,920

Staffing Pools: Based on the staffing costs, a “Staffing Pool” has been
developed to provide a risk/reward cost sharing relationship between the
DOC and PHS.

Annually, a reconciliation of the total actual staffing costs (computed by
totaling the actual payroll dollars plus benefit costs computed at 22% of
payroll dollars plus all on-site contract physician and agency nursing
costs) will be performed utilizing pay period reports comparing the total
actual staffing costs. Within 180 days of the end of each contract year
(90 days for PHS to send pay period reports to DOC and then 90 days for
DOC to verify PHS staffing costs), a reconciliation and settlement will
be done. The DOC and PHS will share costs equally up to 10% in excess
or 10% below the staffing pool dollar amount. Costs incurred which
exceed 10% of the staffing pool dollars will be reimbursed to PHS by the
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DOC. All savings below 10% of the staffing pool dollars will go to the
DOC. See Attachment VI for illustration of annual settlement.

Staffing Pool Dollar amounts for the first year ending 4/30/07:

5/1/06 — 4/30/07

Fluvanna $3,957,000
Greensville $7,533,000
Sussex I $2,276,000

Sussex II $2,091,000
Powhatan $4,290,000

V. NON-COMPLIANCE WITH STANDARDS OF PERFORMANCE

N

In order to provide quality health services for the inmates entrusted to the
care and keeping of the Department of Corrections, the Contractor shall
at all times meet ACA Health Care Standards as contained in the
Standards for Adult Correctional Institutions, with supplements, as
amended or superseded from time to time. DOC will seek ACA
Accreditation for each of the facilities covered by this Contract. ACA
accreditation audits will be conducted approximately every three years.
If, during an ACA accreditation audit, a facility is found to be deficient
in any health care standards, the Contractor shall pay to DOC as
liquidated damages the sum of $10,000 for any deficient mandatory
standard and $7,500 for any deficient non-mandatory standard. If a
facility fails an ACA Accreditation Audit and receives a reconsideration
audit, the liquidated damages for any health care standard found deficient
shall be twice the liquidated damages stated above. In no event shall
PHS be responsible for liquidated damages in the event a deficiency was
the result of actions or inactions on the part of the DOC.

The Contractor shall also at all times meet the Virginia State Board of
Corrections Standards pertaining to health care, as amended or
superseded from time to time. State Board of Corrections audits are
conducted approximately every three years. For each health care
standard for which an Institution is deficient during a State Board of
Corrections audit, the Contractor shall be assessed liquidated damages of
$3,000. On any re-audit by the State Board of Corrections, the
Contractor shall be assessed liquidated damages of $6,000 for any
deficient health care standard.

In between ACA Accreditation Audits and State Board of Corrections
audits, DOC may conduct ongoing evaluations of the Contractor’s
performance using ACA and State Board of Corrections standards. If the
DOC determines that the Contractor is persistently failing to meet one or
more of the standards contained in either the ACA or State Board of
Corrections Standards, the DOC may notify the Contractor that it will
conduct a formal audit of its own within the next 30 to 60 days, using
ACA Standards, State Board of Corrections Standards, or both. The
DOC will assess the same liquidated damages for deficiencies found
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during these audits as it would during an official ACA or State Board of
Corrections Audit.

At PHS’ request, not more than once in any contract year per Institution,
with respect to each of the following standards, the DOC will do a
courtesy evaluation of PHS in accordance with ACA Standards and/or
State Board of Corrections Standards.

Liquidated damages for failure to comply with standards of performance
referenced in Section V. may be determined by the DOC and withheld
from payments due to the Contractor. To the extent that liquidated
damages exceed the payments due to the Contractor, if ever, the
Contractor shall make payment to the DOC within thirty days after
receiving the DOC’s invoice.

VL MISCELLANEOUS PROVISIONS

A.

Renewal of the Contract: This contract may be extended at the option of
the DOC, for five (5) additional renewal periods of one year each, under
the same terms and conditions, subject only to a change in compensation
as provided by below. The DOC will provide PHS with 60 days notice
prior to the end of the current term of its intent to renew or cance] this
Contract.

Fee Adjustments: Upon the Contractor’s written request and DOC’s
written approval, commencing on May 1, 2007 and each year thereafter,
the fees paid by the DOC shall be increased subject to negotiation but not
to exceed the Consumer Price Index (CPI-W) for Medical Care category
of the U.S: Department of Labor Consumer Price Index for the
following: Price schedules, liquidated damage rates, dialysis lab
surcharge, staffing and off-site medical pool amounts. Any increase or
decrease in the fee resulting from negotiations shall be adjusted and set
forth as a Contract Modification at the time of contract renewal. The fact
that health care provider contracts entered into by DOC’s Third Party
Administrator may or may not increase or decrease at different rates or
on different dates shall not give PHS any claim to an adjustment in its
compensation :

Termination of Contract:

1 Termination for Breach by the Contractor: In the event of breach
of the contract by PHS, the DOC may elect to send the President
of PHS a Cure Notice, specifying the nature of the breach and
giving PHS a specific period of time in which to cure the breach.
The time period to cure the breach shall be not exceed thirty (30)
days from the date of receipt of the Cure Notice by PHS or if the
breach is of such nature as cannot be completely remedied within
said thirty (30) day time period, then PHS shall have commenced
such cure within that thirty (30) day time period and shall
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request from the DOC a reasonable extension to complete the
Cure. Any extension of the Cure period shall be subject to DOC
approval and shall be confirmed in writing (request from PHS in
writing and approval from the DOC in wyriting). If the DOC
elects to give PHS a cure notice and PHS fails to cure the breach
to the reasonable satisfaction of the DOC after the Cure Notice
time period, the President of PHS shall be notified of termination
for breach by a written Termination Notice, which may specify
that the contract is terminated immediately, as of a specific date,
or in stages. In the event a court of competent jurisdiction or any
other method of conflict resolution adopted by the parties
determines that PHS did not, in fact, breach the contract, the
termination shall be deemed to have been a termination by the
DOC for the convenience of the Commonwealth, except that no
prior notification or other procedures required herein for
termination for the convenience of the Commonwealth shall be
required.

A provision of twenty-five percent (25%6) retainage of the annual
value of the contract is owed to the DOC by the Contractor if the
Contractor defaults or breaches the Contract.

Notwithstanding any other Contract provision to the contrary, if
the Contractor shall have refused to perform the Contract or shall
have otherwise defaulted and failed to cure the default within the
Cure Notice time period and/or, if there are unpaid providers of
materials and/or labor at the time the Contract ends or is
breached by the Contractor, and the Contractor has failed to cure
within the Cure Notice time period then the DOC shall have the
right to retain from any amounts due to the Contractor the sum of
the twenty-five percent (25%) annual value of the Contract. The
DOC shall have the right to use said retained money to pay any
providers of materials and/or labor for the materials and/or labor
provided; to reimburse itself for all reasonable costs to itself, if
any, arising from the Contractor’s breach; and to reimburse itself
for any money, which may be owed to it by the Contractor. Use
of said money for said purposes shall not release the Contractor
from liability for damages or any money owed in excess of the
amount retained and used for said purposes. The DOC shall
account to the Contractor for all such money retained and the
manner of its disposal. All such money not paid out for the
allowed purposes shall be paid to the Contractor. The DOC’s
right to reimburse suppliers of material and labor shall not
constitute an obligation to do so, nor shall the DOC’s decision to
pay the remaining monies over to the Contractor constitute a
guarantee that any or all such suppliers have been paid. The
right to retain such sums from monies due to the Contractor and
to utilize them in the manner described in this paragraph shall be
in addition to and not in lieu of any other rights, which the DOC
may have under the terms of this Contract and in law and at
equity. The DOC may exercise the rights granted it in this
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paragraph without reducing its claims against the Contractor to
judgment and may pay suppliers of materials and labor without
requiring that they reduce their claims against the Contractor to
judgment prior to payment by the DOC.

Termination for Breach by the DOC: In the event of breach of
contract by the DOC, PHS may elect to send the DOC a Cure
Notice, specifying the nature of the breach and giving DOC a
specific period of time, not less than 30 days, in which to cure
the breach. If PHS elects to give the DOC a cure notice and the
DOC fails to cure the breach to the satisfaction of PHS, the DOC
shall be notified of termination for breach by a written
Termination Notice, which may specify that the contract is
terminated immediately or as of a specific date.

Termination Due to Unavailability of Funds: The DOC shall
request an appropriation from the General Assembly of Virginia
sufficient to funds its needs, including but not limited to the
funding of this contract. Nevertheless, the payment of money by
the DOC under any provision of this Contract is contingent upon
the availability of funds appropriated by the Gener