DATE

PERSONAL & CONFIDENTIAL
NAME

ADDRESS

Dear Dr. _______________:

On behalf of ________________________ (hereinafter called the “practice”), this letter sets out a proposed agreement for your initial employment in the ___________________ medical practice. After we have agreed upon all issues related to your employment, a formal physician employment agreement will be prepared for your review and signature.

1. 
Term   You will be an employee of the practice for an initial [Duration]-month period starting [Month, Date, Year]. Should you and the practice want to proceed past this initial employment period, an offer of co-ownership may be made to you as described in item nine below.

Your employment with the practice will essentially be “at will,” since you or the practice may voluntarily terminate it at any time upon 60 days written notice to the other. However, the following are conditions under which the practice may terminate your employment immediately: (a) upon your death or disability for three (3) consecutive months, (b) upon the suspension, revocation, or cancellation of your right to practice medicine in the State of _________________, (c) if you should lose privileges at any hospital at which the practice regularly maintains admission privileges, (d) should you fail or refuse to follow reasonable policies and directives established by the practice, (e) should you commit an act amounting to gross negligence or willful misconduct to the detriment of the practice or its patients, (f) if you are convicted of a crime involving moral turpitude, including fraud, theft, or embezzlement, and (g) if you breach any of the terms of your employment contract. 

2. 
Compensation   Your salary for the initial 12-month period will be ____________________, payable in _________________  installments. In addition to your base salary, you shall receive at the conclusion of your first year of employment a bonus equal to [Percentage] of the increase, if any of the practice’s net income over the practice’s performance year _________ net income. “Net Income” is hereby defined as follows:  The sum remaining from the practice’s gross medical fees collected after the practice’s payment of all ordinary and necessary expenses, charges, pension plan contributions for participating employees (including physician employees), and non-physician staff salaries.  The tax basis compilation report of the accounting firm selected as the regular accountants of the practice shall be binding upon the practice and upon you as the amount of the practice’s net income.  The bonus for any year of employment shall be payable within ninety (90) days after the end of such year of employment, but only if your employment is continuous on a full-time basis for that such employment year. 
 

3. 
Benefits   In addition to your base compensation and incentive bonus, the practice will pay for the following: (a) health insurance, (b) malpractice insurance, (c) continuing medical education (CME) subject to an annual limitation, (d) medical license fee, (e) board certification exam fee, (f) reasonable cellular phone costs, and (g) a beeper. [OTHER]
You will be entitled to three weeks of paid vacation, 5 working days as paid sick leave, and five working days paid time off for CME. [OTHER]
4. 
Disability Leave   In case of absence because of your illness or injury, your base salary will continue for a period not exceeding 30 days per calendar year, plus any unused vacation time and sick leave. You will be entitled to any incentive bonus payments that may be due to you as collections are received. Absence in excess of 30 days would be without pay. Unused sick leave cannot be carried over to succeeding years, nor will it be paid for at any time.

5. 
Exclusive Employment   As an employee, you will be involved full time in the practice and you may not take any outside employment during the term of your employment agreement without the practice’s written approval. However, you will be entitled to keep compensation from honorariums, royalties, and copyrights if approved by the practice in writing. If the practice does not give approval, then the income from such activities shall remain the property of the practice.

6. 
Termination Compensation   Should your employment terminate for any reason, you will be entitled to accrued but unpaid base compensation, earned but unpaid incentive bonus, and unused vacation leave.

7.
Nonsolicitation   During the course of your employment, the practice will introduce and make available to you its contacts and referring physician relationships, ongoing patient flow, general hospital sources, business and professional relationships, and the like. If there should be a termination, the practice will not restrict your ability to practice medicine in the area; however, it will require you to enter into a nonsolicitation agreement. In this agreement, you agree not to solicit the employees of the practice nor its patients to follow you into your new medical practice.

8. 
Employee-Only Status   During the term of your employment, you will not be required to contribute any money toward the practice’s equipment or operations, but likewise your work will give you no financial interest in the assets of the practice. However, the practice intends to offer you the opportunity to buy into the ownership of the practice as set forth in item nine below.

9. 
Ownership Opportunity   At the end of your employment period, the practice will evaluate your relationship and may offer you the opportunity to become a co-owner in the practice. This offer is not mandatory and is at the total discretion of the practice. Should for some reason an offer not be tendered, the practice will wait until the end of your next 12-month employment period to decide whether to tender an offer of co-ownership.

If an offer of co-ownership is made, a Physician/Shareholder from the practice will discuss with you the following: (a) what percentage of the practice you will be allowed to acquire, (b) how best to value such interest, and (c) how you will pay for the acquisition of such interest. The practice hopes to achieve mutually agreeable solutions to these ownership issues.


This letter is not intended to be a legally binding agreement, rather a tool to be used to prepare your formal physician employment agreement. Therefore, if the offer meets with your approval, please contact us as soon as possible, and we can start drafting an employment agreement.  However, if you should have any questions, please do not hesitate to contact either of us, at your convenience. 

Sincerely,

_________________________

_________________________

cc:  
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