











































































































































































































































































































































































































































































































































































































Emergency Approval Request
November 5, 2015
Page 2

impair the firm’s independence with respect to their role as independent external
auditor of the University of Minnesota.

I am recommending that this be approved on an emergency basis to assure the purchase is
made as economically as possible, and to avoid interruption of its related projects.

Attached is additional information and supporting documentation for the purchase itself
and justification for handling it under the emergency approval process.

Sincerely,

el —

Eric W. Kaler
President

EWK:jes

Enclosures (4)
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Purchase of Goods and Services $1,000,000 and over

To Deloitte & Touche, LLP for an estimated $1,500,000 to provide consulting services
and due diligence for the proposed integration of Fairview Health Services and
University of Minnesota Physicians into a fully integrated academic health system during
the period of November 6, 2015 through June 30, 2016.

On October 9, the Board of Regents of the University of Minnesota approved a
non-binding letter of intent to explore combining Fairview Health Services and
University of Minnesota Physicians into a fully integrated academic health
system called University of Minnesota Health. The University will engage
Deloitte to provide consulting services and due diligence for this integration.
Deloitte will evaluate multiple areas of interest, including financial accounting,
third party reimbursement, billing and coding, employee benefits, information
technology, facilities, fixed assets and tax implications.

Completion of this work will identify priority deal issues, complete the due
diligence required to fully explore these issues and inform strategies based on
these processes in order to protect University interests in this integration.

This vendor was chosen based on two criteria. The first is that they are large
enough and with a sufficient pool of expertise and experience to be able to
examine all relevant processes and minimize fragmentation of efforts. The
second is that they are familiar with the financial processes, systems and
standards of the University of Minnesota. Deloitte has the combination of
expertise and familiarity to meet the accelerated deadlines required. The
Controller’s Office has reviewed the proposed scope and confirmed that the work
performed under this agreement will not compromise Deloitte’s independence
impair their ability to continue as auditors for the University.

This contract will be funded as part of the M Health initiative. Contract will be
executed by the General Counsel to preserve Attorney/Client privilege for the
work product.

Submitted by: Michael D. Volna, Associate Vice President, Finance and Controller
Controller’s Office, volna00] @umn.edu

Approval for this item requested by:

O &PA,K;;,:&?.{ W-7iw

Richard H. Pfutzenreuter Ifll Vice President, Treasurer, Date
& Chief Financial Officer
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Rationale for Exception to Competitive Bidding

The Board of Regents of the University of Minnesota approved a non-binding letter of intent on
October 9, 2015 to explore combining Fairview Health Services and University of Minnesota
Physicians into a fully integrated academic health system (IAHS) called University of Minnesota
Health. This calls for Definitive Agreements for the IAHS to be reached by March 2016. Given
the timeline imposed by the Regents, it is imperative that the due diligence for the proposed
integration begin without further delay. Deloitte & Touche will identify priority deal issues,
complete the due diligence required to fully explore these issues and formulate strategies based
on these processes in order to protect University interests in this integration. Delay in the
contracting stage will reduce the time available to perform the necessary tasks, increasing the
risk in a setting where the stakes are already extremely high.

The University determined reasonableness of the price through comparison of their rates to other
projects conducted at the University. Rates for M&A (Merger and Acquisition) consultants are
generally three times the normal rates based on the following:

e Short time frames — work is often scheduled on short notice with quick turnaround time

e Shorter engagement periods

e Specialized expertise — often experts have to be called in for specialized work

e Higher risks to the contractors because of the high economic stakes inherent in M&A
type work

199 of 200



UNIVERSITY OF MINNESOTA

Office of the Associate Vice 205 West Bank Office Building
President-Finance & Controller 1300 8. 2nd Street
Minneapolis, MN 55454

. Office: 612-625-9529
November 5, 2015 Fax: 612-625-7384

Tim Bray

Director of Purchasing
Purchasing Services
1300 South 2™ Street
Minneapolis, MN 55454

Dear Tim,

The Office of the Controller would like to request Board of Regents approval on an emergency hasis for a
contract exceeding $1,000,000. This request is to Deloitte & Touche, LLP for an estimated $1,500,000 to
provide due diligence consulting services for the proposed integration of Fairview Health Services and
University of Minnesota Physicians into a fully integrated academic health system.

The Board of Regents of the University of Minnesota approved a non-binding letter of intent on October
9, 2015 to explore combining Fairview Health Services and University of Minnesota Physicians into a
fully integrated academic health system (IAHS) called University of Minnesota Health. This calls for
Definitive Agreements for the IAHS to be reached by March 2016. Given the timeline imposed by the
Regents, it is imperative that the due diligence for the proposed integration begin without further delay.
Deloitte & Touche will identify priority deal issues, complete the due diligence required to fully explore
these issues and formulate strategies based on these processes in order to protect University interests
in this integration. Delay in the contracting stage will reduce the time available to perform the
necessary tasks, increasing the risk in a setting where the stakes are already extremely high.

Because the Board of Regents will not be meeting in November 2015, approvals would not be possible
until December 2015 under normal procedures. Based on the urgency and short timeline inherent in
the academic health integration, we request that this proposed contract be submitted to the Board for
approval through the emergency process.

Thank you for your consideration. Please let me know if | can provide any additional information.
Sincerely,

Michael Volna

Associate Vice President, Finance and Controller

Driven to Discover
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