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University of Louisville
School of Medicine

Professional Practice Plan

[Complied and Conformed Copy, showing the Plan Provisions as amended through June 30, 1989.]

Preamble

A Professional Practice Plan has become essential to the School of Medicine in order to maintain a faculty of excellence in teaching, research, and patient care, and to provide appropriate control of faculty professional time in order to ensure fulfillment of academic responsibilities.


The Objectives of the Professional Practice Plan are to:

a. Define the role and scope of professional practice activities of the faculty.

b. Strengthen relationships between the faculty and the medical community.

c. Provide the faculty remuneration commensurate with their academic and professional qualifications and activities.

d. Encourage an appropriate degree of faculty involvement in patient care.

e. Provide additional financial support for the School of Medicine in pursuit of excellence.

Section I

Scope of Professional Practice Activities


Although this Professional Practice Plan relates substantially to the professional earnings of faculty members in private practice, it is recognized by the full-time faculty members of the University of Louisville School of Medicine that their first and foremost duty is teaching, research, and service on a full-time basis.  All services rendered to or on behalf of patients, paying and nonpaying, are considered to be a part of and necessarily limited by said primary goal.


It is further recognized that the University Board of Trustees, through the President of the University, is charged with the responsibility and the authority to determine if and when the professional practice of any faculty member interferes with and is not supportive of his primary goal of teaching, research, and service.

Section II

Faculty Participation


All full-time faculty members of the School of Medicine, as defined in Section III of this Plan, are required to participate in the Professional Practice Plan as a condition of their full-time appointment and employment with the University of Louisville.  It is essential for the implementation of this Plan that there be no exceptions.  Adoption of the Plan by the Board of Trustees shall be determinative of the rights of the parties relative to the Plan.


It is generally recognized that the percentage payments to the Medical School Fund from the members’ Professional Practice Income presuppose continued salary increases to the full-time faculty of the School of Medicine based on availability of funds.  It is further recognized that full-time faculty members of the School of Medicine shall not be discriminated against in the allocation of overall University salary increases on account of their having Professional Practice Income.

Section III

Definition of Terms

A. Base University Salary
This term is defined as the faculty member’s University salary, approved by the Board of Trustees, regardless of the source of funds utilized to pay such salary.  Such funds may be derived from general funds, appropriated by the Kentucky General Assembly, Veterans Administration arrangements, arrangements with other institutions, or contracts with or grants from government agencies, individuals and private or charitable organizations, and funds resulting from the operation of this Plan.

In the above regard, and recognizing that the University from time to time makes initial salary agreements with newly recruited faculty members of salaries not fully covered by line itmes in the approved State budget, thereby requiring such salary obligations to be funds by monies paid under this Plan, it is understood that Plan funds shall not be used to pay more than seventy-five (75%) percent of employment or fifty (50%) percent after the first forty-eight (48) months of employment.
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B. Professional Practice Income
Professional Practice Income is defined as net earnings of a full-time faculty member, as hereinafter determined, generated from this private professional activities, including, but not limited to, examination and care of patients, performance and interpretation of clinical tests and procedures, and consultation services.

Not to be considered Professional Practice Income are prizes, royalties, patent rights, and honoraria.  In addition not to be considered are funds generated for research, training, and service projects, where such funds are paid directly to the University for the restricted use of such project and are subject to the University’s control.

Professional Practice Income (or “net earnings” as referred to in the first paragraph of this subsection B) shall be determined from each member’s personal federal income tax return and, if applicable, the federal income tax return for any professional service corporation, partnership or other entity of which he is a stockholder, partner and/or an employee in his professional capacity, it is being the intent of this Plan that the Professional Practice Income of the member be his net earnings from his private practice, including his share of any undistributed corporate profits after deducting his Internal Revenue Service recognized business expenses.  In addition, each member shall be entitled to the additional deductions in determining his net income of all amounts levied against him for Social Security contributions, assessed on his professional income, and sums paid into Internal Revenue Service approved and qualified retirement, pension and profit sharing plans, qualified in that the contributions are deductible by the contributor and not reportable as income by the member.

C. Full-time Faculty
Full-time faculty members are faculty members who by contract, custom, or understanding, as indicated by usual University employment records, as opposed to a part-time or volunteer appointment, connection or employment with the School of Medicine.

D. Participating Faculty
Participating faculty shall be all full-time faculty members
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E. Contributing Faculty
Contribution faculty shall be all full-time faculty members paying monies to the Fund under Table I of this Plan.
Section IV

Professional Practice Income Apportionment

A.  Each full-time faculty member shall be employed by the University at a Base University salary negotiated, as in the past, through the Dean, and the Departmental Chairman, subject to final approval of the employment and the salary by the President and the Board of Trustees of the University.
  Each full-time faculty member filling the position of Assistant Professor shall be employed at a minimum Base University Salary of $15,000.00, each Associate Professor at a minimum Base University Salary of $20,000.00, and each Full Professor at a minimum Base University Salary of $25,000.00 per annum.  No faculty member’s Base University Salary shall be lowered as a result of the introduction of this Plan.
B. In addition, the full-time faculty member shall be assigned to one of the Schedules (A or B) listed in Table I on page 10 (of official Plan, page 7 of this Compiled, Conformed Copy).  The two schedules show the percentage of the Professional Practice Income earned by the full-time faculty member that is to be paid to the University of Louisville Medical School Funds, Inc., hereinafter called “the Fund.”  All faculty members shall come under Schedule “A” with the exception of those members having a Base University salary of $40,000 or more per annum, who shall come under Schedule “B”.

C. Each faculty member shall pay to the Fund the percentage of his or her Professional Practice Income designated in Table I, said percentage increasing as the Member’s Professional Practice Income increases, as indicated in said table.  The obligation of payment of a member coming into or leaving the Plan during a calendar year shall be based on  his or her Professional Practice Income during the period of his appointment as a full-time member of the faculty.  This 
Percentage payment is a legal obligation of the faculty member.  Such payments shall be made quarterly for the calendar year on or before May 15, July 15, October 15 and January 15 of the following year based on the member’s estimate of Professional Practice Income for the previous quarter.  Final adjustment of the member’s percentage obligation hereunder shall be made no later than April 15 of his Professional Practice Income, as heretofore defined, for the previous calendar year, at the same time making payment to or requesting refund from the Fund for any sums owed or overpaid.
Such a report shall be accompanied by a copy of the portions of his individual federal income tax return that relate to his private practice income as well as copies of returns of any partnerships, professional service corporations, or other entities in which he participated in his private practice, the purpose of such additional reports being to give confirmation to the member’s Professional Practice Income Report.  In the alternative, such report shall be accompanied by a certification from a certified public account firm, said certification to read as follows:



The undersigned certifies that it has examined the relevant



financial records of ________________________, including



records of any partnerships, professional service corporations,



and other entities relating to his private practice, and his



Professional Practice Income, as reported in the attached



statement  is true and accurate and in accordance with the



definition of such income as contained in Section III, subsection B



of the University of Louisville School of Medicine Professional



Practice Plan.

In the event adjustments affecting this Plan are later made in such returns by amendment or by the Internal Revenue Service or judicial decree, such information will be immediately made available with appropriate modifications in this Report along with payment of any monies owed or request for any monies due to be refunded.

Provided, however, in recognition of the administrative responsibilities that accompany certain School of Medicine faculty appointments, limiting in varying degrees the opportunities for private practice, the following amounts of Professional Practice Income received by the following faculty positions shall be exempt from the percentage apportionment under Table I:
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Professional Practice



Position



      Income Exempt

Section Chief




        $  2,500.00


Departmental Chairman



            5,000.00


All Full-time Administrative Officers


Who Are Full-time Faculty Members

          10,000.00

TABLE I

PROFESSIONAL PRACTICE INCOME APPORTIONMENT SCHEDULES

SCHEDULE “A”

(To be used when University salary of faculty member is less than $40,000)

	
	Professional Practice

Income
	Percent to the

Fund

	FIRST
	$    1,000
	0%

	NEXT
	                          4,000
	5%

	NEXT
	                        10,000
	10%

	NEXT
	                        10,000
	15%

	NEXT
	                        15,000
	20%

	NEXT
	                        25,000
	25%

	NEXT
	                        75,000
	45%


SCHEDULE “B”
(To be used when University salary of faculty member is $40,000 or more)

	FIRST
	$    1,000
	0%

	NEXT
	                          4,000
	10%

	NEXT
	                        10,000
	15%

	NEXT
	                        10,000
	20%

	NEXT
	                        10,000
	25%

	NEXT
	                        15,000
	30%

	NEXT
	                        25,000
	35%

	OVER
	                        75,000
	45%


D. Notwithstanding the foregoing Professional Practice Income Apportionment Schedules “A” and “B”, if the amount due from a contributing member, computed in accordance with either or those Schedules, would (but for this subsection) exceed that contributing member’s Base
6

University Salary, his or her payments shall instead be computed as follows:  His or her payments to the Fund shall be the sum of two parts.  “Part One” shall be computed at the rate or rates provided in those Schedules on that portion of his or her Professional Practice Income that will cause Part One of his or her contribution to equal that contribution member’s Base Salary.  “Part Two” of his or her contribution shall be computed at the rate of five percent (5%) on all Professional Practice Income in excess of the Professional Practice Income used in determining Part One of his or her payment to the Fund.

Amounts computed in accordance with Part Two of the computation in the foregoing paragraph and received by the Fund (“Additional Payments”) shall be allocated to the Division of the Department of the faculty member making such Additional Payment; provided that if there is no Division within that Department, then such Additional Payments shall be allocated to the Department of the faculty member making such Additional Payment.

The provisions of Subsection (e) shall apply to any computations made pursuant to Subsection (d).

E. At the end of each calendar year the percentage increase, if any, in the United States Department of Labor Consumer Price Index (CPI) issued for the preceding calendar year shall be determined by the Treasurer of the University of Louisville Medical School Fund, Inc. and the figures in the column headed “Professional Practice Income” in Table I of said Section IV shall be increased by an amount equal to said percentage increase in the CPI for the previous year, so that the brackets in both Schedules “A” and “B” of said Table I, by which the various graduated percentages of payment to the University of Louisville Medical School Fund, Inc. are determined, shall be adjusted to reflect increased in said CPI, and provided further, that in determining the increase in the figures in the aforesaid column of Table I the annual increase in the CPI shall be multiplied by the previous years figure as adjusted.  
The same adjustment shall be applied at the end of each calendar year to (a) the Base University Salary level at which faculty members are subject to Schedule “B” as provided in Section IV-B of the Professional Practice Plan, and (b) the amount of professional practice income (set forth in a table just before Table I in Section IV-D) which shall be exempt because the faculty members earning such income hold certain administrative positions in the Medical School.
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Section V

Establishment of the University of Louisville Medical School Fund, Inc.

a Nonprofit Corporation

Prior to the effective date of this Plan, the University of Louisville shall establish under the laws of the Commonwealth of Kentucky a nonprofit corporation to be known as the University of Louisville Medical School Fund, Inc., hereinafter called “the Fund.”  The Fund shall be operated exclusively for furtherance of the academic endeavors of the University of Louisville School of Medicine, including financing support for its programs, facilities, equipment and personnel.

The Fund shall be authorized to receive, hold and expend monies paid to it under this Plan and monies and property from other sources such as grants, gifts, devises and bequests.

The Fund shall be governed by a Board of Directors consisting of ten members, who shall be:



President of the University of Louisville –



Ex Officio (Chairman)



A Vice President of the University of Louisville appointed by the



President of the University of Louisville – Ex Officio (Vice Chairman)



Dean of the School of Medicine of the University of Louisville – Ex Officio



Chairman of the Board of Trustees of the University of Louisville –



Ex Officio



Two additional members of the Board of Trustees, designated by the



Chairman of the Board of Trustees of the University of Louisville



Three persons from the University of Louisville Medical School faculty,



who shall be participating members of the Professional Practice Plan


shall be elected, each for a three-year term, provided that the board



of directors shall provide a method by which the first three directors



so elected shall serve one, two and three year terms, respectively, so



that in each successive year only one new director in this category shall



be elected.



One person from the University of Louisville Medical School faculty who 



shall be a participating member of the Professional Practice Plan and



also a member of the pre-clinical or basic science faculty shall be elected 



for a one-year term.

The Board of Directors shall be charged with the following power, authority, and responsibilities:
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A. Receipt, management and expenditure of monies and property received by the Fund for the use and benefit of the School of Medicine as heretofore indicated.

B. Election of officers, other than the Chairman and Vice Chairman, to conduct and administer its day-to-day affairs.

C. Receipt of all reports and other information required of faculty members participating in the Plan, which reports shall be confidential and not made available to any persons, other than the Board of Directors, and Administrators of the Fund.  Any person making a disclosure of any such records to other persons shall be responsible in damages to the full-time faculty members whose records are disclosed.
D. Preparation and submission quarterly and annually of financial reports to the Board of Trustees of the University of Louisville keeping it fully advised of the financial condition of the Fund, its receipts and expenditures.

E. Consulting with and reporting to the Trustees of the University of Louisville in respect to the administration and modification of this Plan.
F. Reporting to the University any breach of compliance with the Plan, making recommendations for actions to be taken as the result thereof.

G. Entertaining petitions from faculty members in respect to inequities and other problems arising under the Plan, making recommendations to the Board of Trustees as to the solutions thereof.

H. Arranging availability of University facilities and personnel to assist in its operations.

I. Holding annually a meeting with all participating full-time faculty members at which meeting final nominations for vacancies on the Board of Directors may be made, and such reports presented and other business transacted as may be determined by the Board of Directors or provided in the Bylaws.
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Section VI

Modification of the Plan

As a consequence of its statutory authority this Plan may be modified or rescinded by the Board of Trustees of the University of Louisville on their own initiative or on recommendation of the Board of Directors of the Fund.  Before any modification is made in the Plan the administration shall consult with the Contributing Faculty of the University.  No modification or recision shall take place for at least twelve months after its adoption, unless a shorter time is acceptable to a majority of the contributing full-time faculty members.

This Plan shall not become effective unless and until favorable rulings from the Internal Revenue Services have been obtained to the effect that payments made to the Fund by the faculty members are tax deductible by them for federal income tax purposes and to the effect that said payments are federally income tax except in the hands of the Fund.

The monetary apportionment required under this Plan shall become effective on Professional Practice Income received after December 31, 1975, provided, however, if favorable rulings from the Internal Revenue Service to the effect that payments made to the Fund by the faculty members are tax deductible by them for federal income tax purposes and to the effect that said payments are federally income tax except in the hands of the Fund have not been received by December 31, 1975, the apportionment shall not begin until the first day of the month following the date the Medical Faculty is informed that such rulings are received.

Originally adopted by the Board of Trustees of the University of Louisville on June 23, 1975. 


Amended by the Board of Trustees of the University of Louisville on September 18, 1978, 


January 28, 1980, June 27, 1988 and May 22, 1989.  There have been no amendments since


then.  (This complied, conformed copy of the Professional Practice Plan was prepared June 30,


1989.) 
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UNIVERSITY OF LOUISVILLE MEDICAL SCHOOL FUND, INC.
By-Laws

(As of January 1, 1988)

1.  Meetings of Board of Directors
1.1 Meetings of the Board of Directors may be called by the Chairman or by any three members of the Board.

1.2 Notice of the time and place of any meeting shall be telephoned or personally delivered or mailed to each director so that such director may be reasonably expected to have received the notice at least twenty-four hours prior to the time appointed for the meeting.  Any director may waive notice of the time and place of the meeting and attendance by a director at a meeting shall automatically constitute such waiver.

1.3 The Board of Directors shall meet at least once each year within sixty days after the end of the fiscal year of the corporation at a time and place appointed by the Chairman.  At this Annual Meeting of Directors, a Secretary and Treasurer shall be elected, which offices may be combined, and such other officers shall be elected as the Board of Directors determines to be necessary.

2.  Officers
2.1 The Chairman shall have general charge and authority over the affairs of the corporation, and, subject to the direction of the Board of Directors, shall preside at all meetings of the Board, shall have authority, unless otherwise directed by the Board of Directors, to sign and deliver any document on behalf of the corporation, and shall have such other powers and duties as the Board may assign to him.

2.2 The Vice Chairman shall perform the duties of the Chairman in his absence and shall have such other powers and duties as the Board of Directors or the Chairman may assign to him.

2.3 The Secretary shall give notice of all meetings, shall keep minutes of meetings, and, unless otherwise directed by the Board, have possession of the corporation record books and help perform such other duties and have such powers as the Board or the Chairman may assign to him.

2.4 The Treasurer shall have custody of all funds and securities of the corporation, shall keep adequate and correct accounts of the corporation’s financial affairs and transactions, and shall perform such other duties and have such additional powers as the Board or the Chairman may assign to him.
3.  Quorm
3.1 Four or more members of the Board of Directors shall constitute a quorm for the purpose of transacting business, provided further, that to constitute a quorum not less than three of the directors present must be members of the faculty

4.  Elections
4.1 Election of the members of the Board of Directors from the University of Louisville Medical School faculty shall be by mail ballot, except in the case of any position for which only one person is placed in nomination.

4.2 Nominations for any vacancies on the Board of Directors may be made at any meeting of the Executive Faculty held within six months prior to the meeting at which final nominations are made, or may be made by written nomination delivered to the secretary of the Fund prior to or at the time at which final nominations are made, or may be made at such final meetings.

4.3 Final nominations for members of the Board of Directors shall be made at a meeting of the participating members of the Professional Practice Plan which shall be called by the Dean of the Medical School not more than three months prior to or three months after the end of the fiscal year of the Fund.
4.4 All participating members may attend such meeting and speak at it and participating members shall have the right to nominate and second nominations and to be elected to the Board of Directors, but only members who have contributed to the Plan during the current fiscal year in which the meeting is being held, or during the immediately preceding fiscal year, may vote for the office of director.

4.5 In the case of members elected for three-year terms, the person, or persons if more than one director is being elected, receiving the highest number of votes shall be elected.  If any of the directors being elected would serve less than a full three-year term, excluding from this provision any director elected from the pre-clinical or basic science faculty, the person receiving the highest number of votes shall be elected to the longest term, the one receiving the next highest number to the next longest term, and so on.
4.6 Method of Balloting:  In a case where more than one person is nominated for director, the balloting shall be carried out in the following manner:

4.6.1 The Secretary of the Medical School Fund shall mail to each member of the Professional Practice Plan, who contributed thereto during the Plan’s current or previous fiscal year, a ballot on which shall be listed the names of the persons nominated from the Medical School faculty to fill the regular three-year term(s), and the name of the person or persons nominated from the pre-clinical or basic science faculty to serve for a one-year term.

4.6.2 Said ballots shall be mailed or delivered to each such contributing member at the address shown on the Medical School’s records, said mailing or delivery to take place on or before ten days from and after the date of the meeting.
4.6.3 A plain envelope shall be provided for the return of the ballot to the Secretary either by mail or by delivery.  To be counted, a ballot must be post-marked on or before twenty days from and after the date of the meeting or delivered to the Secretary of the Medical School Fund before 5:00 p.m. on said twentieth day.

4.6.4 The Dean of the Medical School shall appoint two contribution faculty members, not themselves nominees, who, together with the Secretary of the Medical School Fund, shall act as a tellers committee to count the ballots and report the results to the Chairman of the Medical School Fund and to the members of the Professional Practice Plan.
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4.7 The faculty members present at the meeting at which final nominations are made may, by majority vote of those present, make such other provisions for the conduct of the elections, but not in conflict with these by-laws, as they deem appropriate.

4.8 Ten or more participating faculty members shall constitute a quorum at the meeting for receiving final nominations herein provided for.

4.9 Reference in these by-laws to the meeting at which final nominations are received shall not be construed to preclude nominations at a meeting of the Executive Faculty, or in writing, as provided in Section 4.2 or these by-laws.

5.  Extensions and Late Payments
5.1 In cases where substantial hardship or unfairness would result from timely payment of any amount due under the Plan, the Compliance Committee may allow specific extensions of time.

5.2 No extension shall exceed six months.

5.3 Payments on which extensions have been allowed shall, without exception, bear interest at the prime rate prevailing in Louisville, determined and adjusted on April 15 and October 15 of each year, and payable semi-annually, or when the amount due the Plan is paid if said payment is made other than on the aforesaid dates.

5.4 In allowing an extension the Compliance Committee shall specifically state the substantial hardship or unfairness involved.  The precise length of the extension and such information shall be recorded in the minutes of the Board of Directors.

5.5 Irrespective of whether an extension has been allowed for payment of the amount due, and without prejudice to the right of the directors of the Fund and the Medical School to enforce compliance by other means, all late payments of amounts due to the Fund shall bear interest as provided above.

6.  Fiscal Year
6.1 The fiscal year of the corporation shall be July 1 through June 30.

7.  Claims for Refund by Contributing Faculty
7.1 Any claim for refund for alleged overpayment to the Professional Practice Plan by a contributing faculty member, shall be filed no later than eight months and fifteen days after the last date on which such member is authorized by the appropriate Federal law to file a claim for refund of income tax with respect to such faculty member’s fiscal year which coincides with the Professional Practice Plan year for which the refund is sought.

7.2 Notwithstanding the provisions of 7.1 above, if the income tax return applicable to a contributing faculty member is subject to examination or is involved in the appeals procedure provided by law, including but not limited to appeals to the Appeals Office, the U.S. Tax Court, the Court of Claims, a U.S. District or a U.S. Circuit Court or the U.S. Supreme Court, and as a result of such examination or appeal, a member’s professional practice income for the year in question and such member’s payment to the Fund 

cannot be determined, the time within which a claim for refund may be filed with the Professional Practice Plan for such year shall be extended until 8 months and 15 days after a final determination has been made with respect to the return in question.
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7.3 A “final determination” shall be deemed to have been made at such time as the applicable decision of the Internal Revenue Service (such as a statutory notice), or decision of a court of first instance or appellate court has become final and is no longer subject to appeal.

8.  Definitions
8.1 Section Chief:  The term “Section Chief” as sued in Section IV of the Professional Practice Plan shall be deemed to include a Division Chief and a Distinguished Professor.

8.2 Vice President:  If no Vice President for Health Affairs has been appointed within a reasonable time after that office ceases to exist or has become vacant, the corresponding ex officio position on the board of directors shall be filled by any vice president of the University of Louisville designated by the Board.
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� 	The amendments that cause this sentence to read as it does will become effective May 22, 1990.  The 


	language, which was modified and which will remain in effect until then, reads as follows:


		Each full-time faculty member shall be employed by the University as a Base University Salary 


		negotiated, as in the past, through the Vice President for Health Affairs, the Dean, and the 


		Departmental Chairman, subject to final approval of the employment and the salary by the


		President and the Board of Trustees of the University.
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