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Background

The Newfoundland and Labrador Medical Association and the Government of Newfoundland and
Labrador agreed to submit several outstanding issues to the Arbitration Board. The parties agreed
to arbitration as part of a settlement to end awithdrawal of services by physiciansin the province of
Newfoundland and Labrador from October 1 to October 17, 2002. The parties agreed to arbitration
pursuant to Terms of Reference dated October 17, 2002, which state, in part, as follows:

TERMS OF REFERENCE

The Newfoundland and Labrador Medical Association (the NLMA) and the
Government of Newfoundland and L abrador (the Government) have agreed to submit
outstanding issues to binding arbitration under the following terms:

I ARBITRATION BOARD

1 The Arbitration Board shall consist of three arbitrators. one each to be
appointed by the parties hereto and the third, who shall be the Chairperson,
shall be selected by the two so appointed.

7. A decision of amajority of the members of the Arbitration Board shall be the
decision of the Board and, and failing amajority decision, the decision of the
Chairperson shall be the decision of the Board.

0. Within 15 days of the acceptance of these Terms of Reference, the parties
shall determine which items have been agreed upon and those items which
remain outstanding for submission to the Arbitration Board. All issues not
agreed upon are deemed to be outstanding issues and may be referred to the
Arbitration Board.

10. The Arbitration Board shall begin the arbitration proceeding within 45 days
of being constituted and shall deliver its decision or award on the mattersin
dispute within 60 days of the commencement of the arbitration proceeding,
unless otherwise agreed by the parties.

11. The decision of the Arbitration Board is final and binding upon the parties.

I ARBITRATION BOARD TERMS OF REFERENCE

1 In making its decision, the Arbitration Board shall utilize conventional
arbitration and recognize the following factors:
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a reasonable and fair compensation and working conditions for
physicians in rendering professional services;
b. the need for sufficient physician resourcesto provide for medical care
in the Province;
C. the financial circumstances of the Government.
2. Governments submission to the Arbitration Board will not be less than the

most recent negotiated package of $50 million dollars over thelife of a 3-year
agreement with effect from October 1, 2002.

3. The Arbitration Board' s decision shall be limited to:

a

d.

€.

Pursuant to the Terms of Reference, each party appointed its nominee to the Arbitration Board. By
agreement, the Chairperson was appointed on December 9, 2002. Each party agreed to prepare a
list of the outstanding issuesto be referred to the Arbitration Board, pursuant to paragraph 9, of the
Terms of Reference. Thelistswere prepared on January 10, 2003 and each list contained mostly the
same issues. There were some issuesidentified by one party and not by the other party. The parties
disputed thejurisdiction of the Board to settle someissues. Thelist of outstanding itemsreferred to

the total amount of money to be allocated to the physician services
budget;

the alocation of the total amount of money among the various
physician groups,

theallocationto fee-for-service physician groupsisto be based on the
results of the anaysis confirmed by John Tarrel, actuary (after
correction for errors of fact by mutual agreement);

outstanding items as identified in Clause 1.9;

application of monies to the fee codes shall be done by the parties.

arbitration is as follows:

List of Items Referred to Arbitration

A. Fee for Service Issues

Basic fee increases
Emergency care service increases (category A)
General sessional rate increases
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. Locum tenens rate increases

. Recognition of professional advice by telephone (NLMA list only)
. Elimination of capping and thresholds

. Specialty corrections

. Deficit recovery (Government list only)

B. Salary Physician I ssues

. Basic compensation increases

. Defined work week

. Compensation for additional workload
. Critical escort duty

. Clinical administrative benefit

. Oncology stipends

. Compensatory leave

. Equity for GFT bonuses

. FFS hillings by salaried physicians (NLMA list only)

C. General and Other Issues
. Recognition of “on call”
. Representation of “public health specialists”’
. Schedule of disbursements
. Maternity leave and benefits
. Service coverage (Government list only)
. After hours coverage - St. John’'s (Government list only)

D. Amount to be alocated to the Physician Services Budget (Government list)

The Government list also included the item “Duration of the Agreement”. The parties agreed that
the agreement would be for a period of three years commencing on October 1, 2002 and ending on
September 30, 2005. It is noted that the Government’s fiscal year end is March 31

The parties agreed to file written submissions and to make presentationsto the Arbitration Board at
ahearing. The Board received written submissionsfrom the parties on January 27, 2003 and written
replies on February 3, 2003. The Arbitration Board conducted a hearing in St. John’s on February
5, 6, and 14, 2003. Following the hearing, supplementary briefswere filed on one issue on February
24, 2003. The parties were represented by counsel and resource personnel. The representatives for
the NLMA were as follows. Mr. Thomas J. O'Reilly, Q.C., Counsel, Ms. Michelle A. Willette,
Counsdl, Dr. John Haggie, President of the NLMA, Dr. Lydia Hatcher, Immediate Past President of
the NLMA, Dr. Ronan O’ Shea, Chair Salaried Physicians Committee, Mr. Robert Ritter, CEO,
NLMA, Mr. Stephen Jerrett, Director of Health, Policy and Economics, NLMA, Ms. Tamie Walsh,
Administrative Assistant, NLMA. The representatives for Government at the hearing were as
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follows: Mr. Michael F. Harrington, Q.C., Counsel, Ms. Judith K. Begley, Counsel, Dr. Cathi
Bradbury, Director of Medical Services, MCP, Mr. Ed Galway, Director, Collective Bargaining
Division, Treasury Board, Mr. BrianMiller, Staff Relations Specialist, CollectiveBargaining Division,
Treasury Board, Dr. Larry Alteen, Medical Director, Central West Health Corporation, and Mr. Roy
Manuel, CEO, Peninsulas Health Care Corporation.

The Arbitration Board extends its appreciation to counsel and representatives of the parties for their
comprehensive written submissions, and for their helpful and concise presentations at the hearing.
The co-operation of the parties was of great assistance to the Board in the completion of the
arbitration process. The Board will refer to summaries of the submissions by the parties in this
Award. The Board has considered the presentations in their entirety, including any parts of those
presentations that may be omitted from this Award.

At the hearing, the Board also heard submissions from representatives of specialty groups, in
particular, from Dr. Dan Squire, Orthopaedic Surgery, Dr. Arthur Rideout, Plastic and
Reconstructive Surgery, and Dr. Ken LeDez, Anesthesia. These presentations provided assistance
to the Board in the understanding of the issues concerning these specialties and physicians generally.

The parties agreed that the Arbitration Board was properly constituted pursuant to the terms of
reference and that the Board had jurisdiction over the issuesreferred to the Board. The parties did
not agree with respect to the jurisdiction of the Board to decide certain issues, but agreed that the
Board had theauthority to decidewhether theseissuesfell withintheBoard' sjurisdiction. TheBoard
heard argument and reserved itsdecision on questionsof jurisdiction. Thepartiespresented argument
on the merits of the issues including those issues where jurisdiction was disputed, subject to the
qualification that the submissions on the merits were made on the assumption that the Board finds
it hasjurisdiction over thoseissues. The parties also agreed to extend the time limit for the issuance
of the award to a period of 90 days from the commencement of the arbitration proceedings. The
parties agreed that the arbitration proceedings commenced upon the filing of written submissionson
January 27, 2003.

The Board determined that it would benefit from expert actuarial advice to cost itemsin the Award
for the purpose of deciding thetotal amount of money to be alocated to the physician services budget
and the allocation of money among the various physician groups. With the agreement of the parties,
the Board retained John Tarrel, actuary, for this purpose.

There wereissues where the jurisdiction of the Board to address an issue was disputed. Jurisdiction
was disputed by the Government for the issues of specialty corrections, specificaly AFP for
neurosurgery and internal parity for internal medicine, and fee for service hillings for saaried
physicians. Jurisdiction was disputed by NLMA for the issue of service coverage. Jurisdictional
issues were also raised with respect to the issues of deficit recovery and recognition of professional
advice by telephone.
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The arhitration proceedings are also subject to legidation approved by the Government of
Newfoundland and Labrador subsequent to the signing of the Terms of Reference. The legidation
isset out inthe Medical Association Agreement Act, SNL 2001, c. M-4.1 which states, initsentirety,
asfollows:

1 This Act may be cited as the Medical Association Agreement Act.
2. Inthis Act
@ “agreement” means the terms of reference agreed to by the
Newfoundland and Labrador Medical Association and the
Government of Newfoundland and Labrador on October 17, 2002, a

copy of which ison file with the Clerk of the Executive Council; and

(b “association” means the Newfoundland and Labrador Medical
Association continued under the Medical Act.

3. The decision of the arbitration board appointed under the agreement is final
and binding on the province and the association.

History of Agreements and Negotiations

Health services are provided in the Province by the Government of Newfoundland and Labrador
through the Department of Health and Community Services (the “DOHCS’). The delivery of
servicesisdelegated by the Department to 13 Health Boards and one Foundation, whicharemembers
of the Newfoundland and Labrador Health Boards Association (“NLHBA”). The responsihility of
the Provincial Government to provide health care servicesis subject to the principles of medicare as
set out in the Canada Health Act, R.S.C. 1995, c. C-6. The Provincial Government is required to
comply with the conditions established by the Canada Health Act before a financial contribution is
made by the Federal Government to the Provincial Government. There arefive criteriathat are set
out in Section 7 of the Canada Health Act as follows:

Program Criteria

7. In order that a province may qualify for afull cash contribution referred to in
section 5 for afiscal year, the health care insurance plan of the province must,
throughout the fiscal year, satisfy the criteria described in sections 8 to 12
respecting the following matters:

@ public administration;
(b comprehensiveness;
(c) universality;



(d) portability; and
(e accessihility

With respect to the criteria of accessihility, the Canada Health Act makesreference to compensation
of medical practitionersin Section 12, which states as follows:

12. Q) Inorder to satisfy the criterion respecting accessibility, the health care
insurance plan of a province

@ must providefor insured health services on uniformterms and
conditions and on a basis that does not impede or preclude,
either directly or indirectly whether by charges made to
insured persons or otherwise, reasonable access to those
services by insured persons,

(b must provide for payment for insured health servicesin
accordance with a tariff or system of payment authorized by
the law of the province;

(c) must provide for reasonable compensation for all insured
health services rendered by medical practitioners or dentists;
and

(d) must provide for the payment of amounts to hospitals,
including hospitals owned or operated by Canada, in respect
of the cost of insured health services.

2 In respect of any province in which extra-hilling is not permitted,
paragraph (1)(c) shall be deemed to be complied with if the province
has chosen to enter into, and has entered into, an agreement with the
medical practitioners and dentists of the province that provides

@ for negotiations relating to compensation for insured health
services between the province and provincial organizations
that represent practicing medical practitioners or dentists in
the province;

(b) for the settlement of disputes relating to compensation
through, at the option of the appropriate provincia
organizations referred to in paragraph (a), conciliation or
binding arbitration by a panel that is equally representative of
the provincial organizations and the province and that has an
independent chairman; and
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(© that a decision of apanel referred to in paragraph (b) may not
be altered except by an Act of the legidature of the province.

The Newfoundland and Labrador Medical Association represents the interests of the province's
licenced medical practitioners. Membership in the NLMA is compulsory for physicians wishing to
practice in Newfoundland and Labrador. The NLMA has the authority to negotiate on behalf of its
members pursuant to the Medical Act, RSNL 1990, ¢ M-4 which states as follows:

3. The Newfoundland and Labrador Medical Association is continued asa
corporation.

5. Theassociation may, in additionto the powersvested by law ina corporation,

(k) act on behalf of its members, or a group or section or division of its
members, and negotiate for, and ontheir behalf, with other personsor
agencies, including government agencies,

Theroleof theNLMA with respect to the rates of paymentsto be madein respect of insured services
by the plan of Medical Care Insurance in the province (“MCP”), is set out in Section 24 of the
Medical Care Insurance Act, SNL 1999, c. M-5.1 which states as follows:

24.  The medica association and the dental association shall be consulted by the
minister with reference to the rates of payments to be made under thisAct in
respect of insured servicesprovided to beneficiariesby physicians, the manner
and form in which the payments to physicians shall be made and changesin
connectionwith paymentsand, wheretheminister considersit necessary, with
reference to general questions of principle concerning the practise of
medicine.

The NLMA represents physicians who work on a fee for service (“FFS’) basis and those who are
employed as salaried physicians. Approximately two thirds of physicians practising in the province
are compensated on a FFS basis. Within both the FFS and salaried physician groups there are
specialists and general practitioners (“GPs’). Services by salaried GPs are more prevalent in rural
and remote areas of the province whereit is more difficult for a physician to maintain alivelihood on
an FFS basis.

The number of physicians practising in the province, determined by the *snap shot” approach, as of
March 31, 2002 were 886, comprising 574 FFS physicians (297 GPs and 277 specialists) and 312
salaried physicians (124 GPs and 188 specialists).
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FFS physicians bill MCP for services which they provide in accordance with the MCP fee schedule.
The fee schedule that was first implemented following introduction of Medicare in 1968, was
patterned after the Ontario fee schedule. The Minister of Health and Community Services has the
authority to establish the fee schedule and has followed, up to the last adjustment in 2002, the
assignment of fee code rates to specific services based on the proposals of the NLMA. The process
of assigning fee code rates to various services is called micro alocation.

Salaried physicians are employees of the Health Boards within the province. Their terms of
employment are governed, in part, by terms negotiated between the Government and the NLMA.
Some of the terms of employment are listed in a document referred to as the “Blue Book”. It was
submitted by the NLMA that salaried physicians generally do not have written contracts of
employment and, as a result, the expectations and obligations of salaried physicians are not clear.

In the past, the NLMA has made representations to Government with respect to the terms of
employment of salaried physicians and with respect to the MCP fee schedule. The first formal
Agreement between Government and the NLMA, called the “Joint Management Committee
Agreement” (“*JMCA”) wasin effect from April 1, 1992 to March 31, 1997. The IMCA provided
for a capped physician services budget with adjustments to eliminate cost overruns. The IMCA set
out abase budget for feefor service physiciansfor the 1992-1993 fiscal year and stated that increases
would betied to theincreases paid to Government management employees. During this period there
was wage restraint within Government and there were no increases for FFS physicians.

The NLMA and Government entered into a Memorandum of Understanding (“MOU”) that wasin
effect from April 1, 1998 to September 30, 2002. The MOU provided for abase budget for FFS and
salaried physicians and increasesin the budget up to the 2002-2003 fiscal year. Some of the relevant
provisions of the MOU are as follows:

The parties to the Memorandum have reached the following Understanding:

The Government commitstoincreasefunding for medical services, andto compensate
physicians for delivery of these services in accordance with the negotiated fee
schedules/sdlary rates. Physicians commit to provide, in accordance with the
negotiated fee schedule/salary rates, theinsured serviceswhich havebeentraditionally
funded through MCP and which the public might reasonably expect to be available,
subject to resource and skill limitations.

Physician Compensation Budget

Physician compensation will be increased during the term of this Memorandum, in
accordance with the provisions of Appendix “A”.

Thefee-for-service budget, before Budget Adjustments, in the respectivefiscal years
during the term of this Memorandum is as follows:



Fee-For-Service

Fiscal Year M CP Payments
(Millions)
Base Amount $ 116.32
1998-99 121.86
1999-00 126.20
2000-01 130.24
2001-02 135.96
2002-03 140.21

Payments to, or on behalf of salaried physicians, by MCP are projected to be in the
following amounts, based on current physician compliments, for the respective fiscal
years during the term of this Memorandum.

Salaried Physician

Fiscal Year M CP Payments

(Millions)
Base Amount $ 30.52
1998-99 31.88
1999-00 33.24
2000-01 35.30
2001-02 36.88
2002-03 38.63

The parties recognize that;

. Withrespect to fee-for-service physicians, these budgetary numbers are based
on the assumption that medical services will continue to be delivered at
approximately the same level in each year of this Memorandum as existed in
the1997-98 fiscal year.

. With respect to salaried physicians, these budgetary numbers are based upon
the assumption that approximately 195 full-time equivalent (F.T.E.) saaried
physician positions, excluding locums, will be filled in each year of this
Memorandum.

In the event that payments to fee-for-service physicians are projected to exceed the
amount allocated for afiscal year, the parties shall mutually agree on a formula for
adjusting physician compensation to ensure that the budget is not exceeded.

Thepartieswill review optionsfor recovering deficits over periodswhich may extend
beyond the fiscal year, subject to the limitations of the Financial Administration Act.
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In the event payment to fee-for-service physicians are less than, or are projected to
be lessthan, the amount allocated for afiscal year, the parties shall mutually agree on
how those funds shall be utilized.

In the event that paymentsto salaried physicians are projected to exceed the amount
allowed for afiscal year, additional funding will be allocated.

Deficit Recovery

Commencing with the fiscal year 2000-01, in the event of a projected deficit within
the fee-for-service budget for afiscal year:

. Physician compensation will be adjusted to recover a deficit up to an amount
which equalsthe sumof the Demographic Adjustment ($3000,000), Physician
Resource Adjustment (to be determined) and Other Adjustment ($250,000)
in the same year.

. If the deficit exceedsthe amount determined in accordancewith (1) abovethe
parties will share equal responsihility for the excess deficit to a maximum of
$2 million. Physicians will assume their share of responsibility through
compensation adjustment and Government/Hospital Boardsshall assumetheir
share by providing additional funding for that year.

. If the deficit exceeds the amount determined in accordance with (1) and (2)
above combined, physician compensation will be adjusted to recover the
excess deficit.

On-Call Policy

All physicians are expected to be available and accessible to their patients or to share
in an on-call rotawith other physiciansin their community in order to provide shared
on-call for periods of time when physicians clinics are closed for regular
appointments.

For the purpose of receiving additional compensation, physicianswho providecall to
aRegional Board in excess of onein three for specialists and one in four for general
practitionerswill be remunerated according to termsand conditionsto be negotiated.
Until such time as this negotiation is completed, the current payment policy will
remain in effect.

All funding for on-call shall be allocated from existing sources and/or new funds
committed by way of this MOU.
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Appendix “A”

Physician compensation will be increased during the term of this Memorandum in
accordance with the attached Allocation Table and the following guidelines:

4, GP fees will be increased by the amounts indicated on the Allocation Table.

5. ER/OR/NH rateswill beincreased by the amountsindicated onthe Allocation
Table.

6. Specialist fees will be increased by the amounts indicated on the Allocation
Table.

7. Unallocated FFS amounts, as indicated on the Allocation Table, will be used
to increase specialist and GP feesin amanner to be determined by the parties.
The parties may agree to use an independent consultant to assist in this
process, with costs shared equally.

TheMOU also contained provisionsaddressing budget adjustments, physician resource management,
dispute resolution, incorporation, medical service review, return-in-service contract, income
guarantee, alternate delivery models, and termsand conditions of employment for salaried physicians.

The MOU contained provisions for the macro allocation to the physician services budget. The
parties also agreed to the micro allocations of funds to the fee for service fee codes.

Inits submission, the NLMA described the period during which the MOU was in effect as a period
of misunderstanding leading to acrimony. The NLMA also expressed frustration with respect to the
current round of negotiations and Government’ sresponseto the NLMA proposals. The parties met
to conduct negotiations commencing on May 16, 2002 and continuing on various dates. The parties
met with the assistance of amediator in September, 2002. Negotiationscontinued withthe assistance
of the mediator following the service withdrawal by physicians on October 1, 2002. During the
negotiations the parties reached agreement on several issues which were incorporated in a written
document provided to the Arbitration Board. The outstanding issues were referred to arbitration.
The service withdrawal by physicians ended on October 17, 2002, uponthe agreement of the parties
to the Terms of Reference and the commitment by Government to enact legidation to make the
arbitration award binding on Government.

Parity Review Exercise

The parties agreed that the most appropriate method to compare remuneration of fee for service
physiciansin Newfoundland and Labrador with those in other provinces was by a comparison of the
fee codes for specific services. It was agreed that a comparison of annual incomes received by



general practitioners or specialists was not reliable because annual incomes are partly aresult of the
number of hours worked by particular physicians. The parties engaged the services of John Tarrel,
an actuary, who completed an analysis of the fee codes in Newfoundland and Labrador compared to
the Maritime provinces. Hisanalysiscompared the feespaid to GPsand specialistswith theweighted
average of the fee code rates in the Maritime provinces as of April 1, 2002. The result of the parity
review exerciseisaparity table showing acalculation of the amounts paid to physiciansfor the same
servicesin this province as a percentage of the weighted average in the Maritimes. The parity table

12

is as follows:
% of FFS Parity
By Physician Group
Physician Group % of Parity

General practice 75.9
Anaesthesia 78.3
Cardiac surgery 86.8
Dermatology 110.1
Emergency Medicine spec. 105.2
General surgery 78

ICU 77.1
Internal Medicine 87.4
Neurology 79.4
Neurosurgery 91.5
Nuclear Medicine 1125
Obstetrics/Gynecology 92

Ophthalmology 84.9
Orthopedics 90.4
Otolaryngology 80.2
Pediatrics 73

Plastic surgery 94

Psychiatry 78.9
Radiology 89.2
Urology 82.4
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The physician groups listed in the parity table are the same groups referred to in paragraph 11, 3 of
the Arbitration Board’'s Terms of Reference. The Board’ sdecisioninthis Award isrestricted to the
alocation of the total amount of money to these physician groups, which means the total amount of
the physician services budget to be allocated to each group, such asgeneral practice or the particular
specidistslisted. Paragraph |1, 3, (b) of the Terms of Reference statesthat the application of monies
to the fee codes, the micro allocation, shall be done by the parties. Therefore, the parties will adjust
the fee codes so that the total alocation of money to each group will be achieved. According to the
Terms of Reference, the Arbitration Board does not have jurisdiction over micro allocation.

Arbitration Principles

Paragraph I, 1 of the Terms of Reference statesthat the Arbitration Board shall utilize conventional
arbitration. This meansthat the Board may set the terms of the agreement between the parties. The
Board may accept aterm as proposed by one of the parties or it may settle aterm in the manner
deemed appropriate by the Board. The Board is not restricted to the selection of either the NLMA
proposal or the Government proposal. The parties have not disputed the Board’ sauthority to either
select aproposal from one of the parties or to settle the terms as deemed appropriate by the Board.

Paragraph 1, 1 of the Termsof Reference also statesthat the Arbitration Board shall recognize three
factorsinmaking itsdecision. The Termsof Referencedo not indicate that any greater weight should
be given to any one of the three factors any more than any other factor. The parties made
submissionsto the Board with respect to how the Board should apply each of the factors. TheBoard
will discuss the submissions of the parties and its findings in that regard.

Reasonable and Fair Compensation and Working Conditions for Physicians in Rendering
Professional Services

The NLMA submits that its goal for fair and reasonable compensation would be achieved by parity
with the highest paying provinces in Canada, such as Albertaor British Columbia. However, given
the magnitude of the gap between remuneration of physicians in Newfoundland and Labrador and
those provinces, this goal was considered unredistic. Asaconcession to Government, the NLMA
first agreed to accept parity with Nova Scotia and then as a further concession, agreed to accept
parity with the weighted average of the Maritime provinces. The NLMA submits that this is a
reasonable and achievable goal. The Maritime provinces are geographically close to Newfoundland
and Labrador and, therefore, arelikely provincesto be considered by physiciansin Newfoundland and
Labrador as an dternative place to practise. The NLMA submits that using the Maritimes as a
comparator isredlistic for the comparison of the FFS fee codes. Anything lessthan 100% parity with
the Maritimes upon the implementation date of the Award would not be fair and reasonable. A
comparison with the Maritimes may be one factor to consider with respect to other issues. For some
issues, acomparison with the Maritimesis not appropriate. For example, with respect to additional
compensation for salaried oncologists, the partieshhad agreed that an appropriate comparisonwasthe
higher paying provinces, such as Ontario or Alberta.
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Government submitsthat the agreed standard for measuring what isfair and reasonable compensation
for FFS physiciansistheresult of the parity review exercise and that acomparable analysis of salaried
physician compensation can be made by reference to New Brunswick and Prince Edward Island.
Government also refersto prior interest arbitration awards. Government submits that the concept
of fair and reasonable compensation includes consideration of the Employer’s ability to pay. The
concept includes the Arbitration Board's view of what a majority of fair minded, well informed
taxpayers would consider to be fair and reasonable, even if it meant atax increase. Government
submits that 100% parity with the Maritime provinces is not economically attainable within 3 years
given Government’s fiscal circumstances, and is not reflective of the compensation history of
physicians in the province.

The Board will consider fair and reasonable compensation and working conditions, in part, by
applying appropriate comparators. The compensation and working conditions of physiciansin other
provinces in Canada, in particular, the Maritime provinces, is an appropriate comparator. To a
limited extent, it is appropriate to consider other public sector employees. For FFS physicians, the
result of the parity review exercise is of primary importance. For example, it is clearly not fair and
reasonable that general practice physicians are compensated at 75.9% of the amount paid to GP'sin
the Maritimes. The Board does not agree with Government’ s submission that Government’ s ability
to pay isrelevant to thisfactor. Asdiscussed below, the ability to pay is properly considered as part
of the factor of the financial circumstances of Government.

The Need for Sufficient Physician Resourcesto Provide for Medical Carein the Province

Government statesthat the populationto physicianratio of 543/1 isthefourth lowest of all provinces.
The demand for resourcesis subject to anumber of factors including the declinein total population,
thereview of thelocation of medical services, action by the Department on Primary Care Reform and
areview of the needs of the population. Government submits there have been several attempts to
define the need for physician resources. The most recent exerciseresulted in aPaper by the physician
demand subgroup of the Physician Resource Planning Group. The Paper provided a detailed listing
of the demand requirements for GPs and specialists in various centers throughout the province.
Government submitsthat the Physician Demand Consultation Paper isadraft document. The Paper
recommended further consultation that was never completed. The Government refersto Physicians
Supply Reports prepared using methodology adopted in 2000 showing that thetotal physician supply
has not changed significantly from March, 2000 to March, 2002. The Government refers to
recruitment and retention issues and service coverage difficulties, particularly outside the St. John's
area. The province retains approximately 40% of the Medica School graduates from Memorial
University of Newfoundland and Labrador. Government described its recruitment and retention
efforts. Compensationisonly one aspect of recruitment and retention of physicians. Other initiatives
are needed to provide sufficient physician resources. Government submits that maintaining the
salaried GPs above equivalency with New Brunswick and Prince Edward Iland isunnecessary. With
respect to oncologists, the Government recognizes there is a nation wide recruitment and retention
issue and that the province is not competitive nationally.
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The NLMA referred to the Physician Demand Consultation Paper which found serious gaps between
the number of physicians and the recommended levels required. There is a shortage of general
practitioners and specialistsin certain areas. There are long waiting times for routine appointments
and problems with emergency department coverage. Thereis adirect correlation between patient
waiting times and physician shortages. Specialists are leaving the province because their earnings
have reached theindividual earning cap. The demographicsof the physician populationissignificant.
For example, 36% of physicians are over 50 years of age. A recent survey of medical students at
Memorial University of Newfoundland indicatesthat 65% felt strongly that low wagesinthe Province
would deter them from practising here. The need for physician resources is demonstrated by the
number of vacancies for physicians. A document was presented listing current vacancies. The
NLMA referred to statistics showing net out-migration of physicians between Newfoundland and
Labrador and other provinces. These statisticsdo not account for in-migration from other countries.
The NLMA submitted that while total population is declining, the demographics of the population
must be considered, in particular, the fact the aging population will have the most complex and time
consuming medical problems.

The Board considers that this factor addresses the serious issue of physician recruitment and
retention. While the total number of physicians licensed to practice in the Province has remained
fairly constant in recent years, and the population to physician ratio is low compared to other
provinces, there are unigue circumstancesinthis province, such asthe aging population and the wide
geographic distribution of the population. A higher physician to population ratio is needed in this
Province when compared to other provinces. There are serious issues related to the high turnover
of physicians in particular areas. The age distribution of physiciansis afactor. Thereisaneed to
recruit and retain young physicians. The Board is cognizant of the fact that this Award must address
the issue of attracting physicians to practice in the Province and retaining their services. The
jurisdiction of the Arbitration Board is limited to its decision on those issues that the parties have
referredto theBoard. Theissueof physicianrecruitment and retention cannot be addressed by means
of this Award alone. However, the Board will take into account that compensation and lifestyle
issues are a significant aspect of the recruitment and retention issue, which isrelated to meeting the
need for sufficient physician resources.

The Financial Circumstances of Government

The parties referred to financial and budgetary indicators and economic projections with respect to
the financial circumstances of Government.

Government submits that $50 million is the maximum amount that can be added to the physician
services budget while remaining within Government’s ability to pay. It was not economicaly
attainable for FFS physiciansto achieve 100% parity with the Maritime provinces within three years.
The Federal contribution to the health budget had declined from over 50% to 14%. Federal transfer
payments were 41.4% of total provincial revenue in 2001-2002, which was a decline from 48.3% of
total revenue in 1998-1999. Transfer payments will decline even further due to the 8.4% declinein
population of the provincein the most recent census. The amount of Federal funding to be added as
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aresult of implementing the Romanow Task Force Report isuncertain. Any additional funding will
likely be dedicated to particular programsand will not be available for the physician services budget.
Government is aready spending a significant proportion of its budget on health care. Health care
spending represented 30.9% of the total provincial budget in 2001-2002, an increase from 23.5% in
1997-1998. Reallocation of funds from other Government programs was not arealistic option. An
increase in taxation was not acceptable. The provincial rate of taxation is the highest in the Atlantic
provinces. The ahility to generate tax revenue isthe lowest in the Atlantic provinces. Borrowing to
pay for increases in the physicians services budget was not an option. Newfoundland and Labrador
has the highest level of public debt per capita of the Atlantic provinces. Increasing the total amount
of the public debt was not arealistic option. Thereisahigher cost of providing goods and services
in this Province given the geography and the distribution of the population.

The NLMA submits that its request for parity with the Maritime provinces was a concession from
its original position of parity with the highest paying provinces. This concession took into account
the financial circumstances of the Government. The NLMA submitted that physician services
represent 5% of total annual provincial expenditures which is arelatively small percentage of the
provincial budget. The amount of the physician services budget, as a percentage of total health
spending, has declined from 15.8% in 1999-2000 to 13% in 2001-2002. The former amount of the
physician services budget as a percentage of the total health care budget should be restored. Other
components of the health care budget have increased while physician services has not increased at the
samerate. The Government hasthe financial resourcesto pay the cost of parity when the resources
of this province are compared with the resources of the other Atlantic provinces. The NLMA
referred to recent speeches by the Premier and Government Ministers describing the glowing
prospects for the provincial economy and the stable fiscal circumstances of the Government. The
gross domestic product in the province has increased 24.3% from 1996 to 2001 compared to an
increaseinthe Maritime provinces of 17.1%. Employment and retail sales have increased more than
the other Atlantic provinces. The gross domestic product increased 7.5% in 2002. Government
revenueisincreasing. With the additional projected growth in GDP, the Provincial tax revenuesare
likely to increase. The province's credit rating hasimproved. Federal transfer payments for health
care will be increased with implementation of the Romanow Report. There is public support for a
tax increase to avoid a reduction in health care services.

The Board finds that the financial circumstance of the Government includes the Government’ s fiscal
circumstances and Government’ sability to pay. To pay for the cost of the physician servicesbudget,
the Government is required to allocate funds from its proposed expenditures. To provide for an
increase in compensation for physicians, Government will need to increase revenue, increase
borrowing or reallocate funds from other expenditures. An increase in revenue may be achieved by
increasing taxation rates or introducing new taxation measures, or it may be achieved as a result of
growth in the economy leading to growth in sales and higher personal and business incomes. It is
relevant to consider thefinancial circumstancesof the Government when comparedto other provinces
in Canada, in particular, compared to the Maritime provinces. Currently thefinancial circumstances
of thisProvinceare not equivalent to the Maritime provinces. However, economicindicatorssuggest
that the economy is growing at a faster rate in Newfoundland and Labrador compared to other
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provinces. The current agreement will expire on September 30, 2005. The parties will be in a
position, upon the expiry of the current agreement, to assess the impact of the economic growth of
the province between 2003 and 2005. The Board must give primary consideration to the current
financial circumstances, with secondary consideration being given the projected financial
circumstances, having regard to the inherent uncertainties of economic projections.

General Principles of Arbitration

TheArbitration Board will apply the three factorsidentified by the partiesinthe Terms of Reference.
TheBoard will consider the interests of the physicians asrepresented by the NLMA and the interests
of the Government of Newfoundland and Labrador. The partieshave made submissionsto the Board
concerning the normative and accommodativeapproachtointerest arbitration. Thesetwo approaches
were referred to in Newfoundland Association of Public Employees Correctional Officers
Bargaining Unit v. Government of Newfoundland and Labrador, September 9, 1991 (Alcock) at
page 8 as follows:

Whether or not the award should be normative or accommodative is the next
guestion. Classic definitionsfor these two fundamental different kinds of award have
been offered by J. Isaac as quoted in Labour Law at p. 282:

Normative arbitration. . .attemptsto impose a “just” solution on the
parties, taking into account the merits of the case rather than the
power situations of the partiesor the acceptability of thetermsto both
Sides. . .

Accommodative arbitration results in an award which embodies
substantially the terms which the parties themselves would have
reached, bearing in mind their bargaining powers. The “rules of
evidence” of apurely judicial procedure, if not abandoned, arediluted
and the main objective of arbitration is to find something close to a
mutually acceptable solution. The award isthus a pragmatic attempt
to resolve the dispute, to avoid a strike or to induce areturn to work

The parties have agreed that the normative approach is to be applied, meaning that the Board will
search for a just solution and impose terms that are fair and reasonable. The Board has given
consideration to the history of agreements between the parties and developments in the current
negotiations. There is an evident need for improvement in the relationship between the parties.
Physicians do not accept the compensation levels that have resulted from the IMCA and the MOU.
Physicians do not want their compensation to fall even further behind their counterparts in the rest
of the country. Physicians are easily mobile and have the option to relocate to other provinces.
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The Board has considered that there has been along term relationship between the Government and
the NLMA and that the relationship will continue in the future. The agreement resulting from this
Award will expire on September 30, 2005. It is likely that the parties will be negotiating future
agreements. There areissuesthat the parties have resolved outside thisarbitration process. 1n some
cases, the terms of the agreement are better left to the parties to negotiate. Thiswill be considered
with respect to those issues where the details do not appear to have been the subject of much
negotiation between the parties.

The Board will also give consideration to the terms of the agreements made between the partiesin
the past, including the MOU. The NLMA has described the MOU as an ineffective contract.
However, the MOU representsadocument negotiated in good faith between the parties. Whilethere
may be deficienciesin the document to the extent that some of its provisions are unclear, it remains
the agreement that was in effect until September 30, 2002.

The Board will consider the background to the dispute and the objectives of the NLMA and
Government. The parties cannot expect to achieve al of their objectives during a single round of
bargaining. Some of the details of proposals were introduced during late stages of bargaining or
during submissions to the Arbitration Board. In some cases where the Arbitration Board does not
feel it to be appropriate to accept a proposal at this time, it reminds the parties that the parties may
negotiate the issue in future bargaining. Even though a proposal may have merit, the Board will not
impose aterm on the parties where it is preferable that the issue be discussed in future bargaining.

| ssues of Jurisdiction

I ntroduction

Thejurisdiction of the Arbitration Board is set out inthe Terms of Reference, in particular, paragraph
I, 3. Thejurisdiction of the Board includes deciding the total amount of money to be allocated to
the physician services budget and the alocation of that amount among the various physician groups.
The jurisdiction aso includes the outstanding items identified in paragraph I. 9 of the Terms of
Reference. Paragraph 1. 9 states that the parties shall determine the issues which have been agreed
upon and those items which remain outstanding and that all issues not agreed upon are deemed to be
outstanding and may be referred to the Board. Pursuant to paragraph 1.9, both the NLMA and
Government prepared alist of itemsto refer to arbitration. Some of the items where jurisdiction is
in dispute appear on one list or the other but not both lists. The Board will discuss three issues of
jurisdiction in this part of the Award. Issues of jurisdiction with respect to deficit recovery and
professional advice by telephone will be discussed later in the Award under the heading of those
issues.
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Specialty Corrections

Government objectsto thejurisdiction of the Board over two issuesthat the NLMA clamsarewithin
the general issue of specialty corrections, namely, alternate funding plans (AFP) for neurosurgery and
internal parity issuesfor internal medicine specialists. Government submitsthat the issue of AFP for
neurosurgery was not raised in negotiations and therefore is not an outstanding issue. Theissuewas
first raised in the NLMA brief submitted to the Arbitration Board. Government submits that the
NLMA proposal will have an impact on the micro allocations and is therefore outside the Board's
jurisdiction. Government agrees that the use of AFP’s is an issue for ongoing dialogue with the
NLMA, but it was not within the jurisdiction of the Board. With respect to internal parity for internal
medicine specialists, Government submits that any inequities within the group of internal medicine
can be addressed in the process of micro alocation to be done by the parties. No money in addition
to the FFSallocationisrequired. The parity review exercise reviewed the fee codes. Any exception
for oncologistsis not relevant to this issue, because oncologists are salaried specialists and salaries
were not part of the parity review exercise.

The NLMA submits that it is necessary for the board to review AFP's for neurosurgery given the
challengeto attract these specialists. Therearefour approved neurosurgeon positionsinthe Province
but the population can adequately support only three neurosurgeons on a fee for service basis and
additional funding isneeded. With respect to internal parity for internal medicine specialists, various
subcategories were raised during negotiations. Government had accepted oncologist compensation
as an issue to be decided outside the Maritime parity review exercise and has agreed to fund
emergency services in addition to amounts required for the parity review exercise.

The Board finds that it has jurisdiction to address AFP's for neurosurgeons and internal parity for
internal medicine specidists. The partiesreferred to the Board theissue of specialty corrections. The
submissions made by Government in relation to jurisdiction may be considered when addressing the
merits of the issue of specialty corrections.

Feefor Service Billings by Salaried Physicians

The Government submits that this issue was not identified as an outstanding item in the NLMA list
of items referred to arbitration. The item is not necessarily linked to the issue of the defined work
week for salaried physicians, because fee for service hillings could be alowed by the Arbitration
Board regardless of its decision on a defined work week.

The NLMA submits that it regarded this issue as included in the issue of the defined work week.
There was a need for a mechanism to compensate salaried physicians for work outside the defined
work week, which could include overtime compensation, time off in lieu of pay or fee for service
billings. The NLMA proposal for a defined work week included allowing fee for service billings
during the period from 4:00 p.m. to 8:00 am. During mediation sessions there was discussion about
the cost of a defined work week including fee for service billings by salaried physicians. New
Brunswick allows fee for service hillings by salaried physicians.
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The Arbitration Board finds that the issue of fee for service billings by saaried physicians may be
considered in relation to the issue of the defined work week. The issue of “defined work week” is
included onthelist of itemsreferred to arbitration. TheBoard findsthat it hasjurisdictionto consider
the issue of fee for service billings by salaried physicians.

Service Coverage

Theissue of “service coverage” wasincluded on the Government list of items referred to arbitration
but not included on the NLMA list.

Government proposes requiring acommitment to service coverage as a condition for physiciansto
receive the increase in the fee for service rates established by the Arbitration Board. As a
conseguence, there would be atwo tier system consisting of the new FFS rates for physicians who
agreed to the service commitment and the old FFS rates for physicians who did not agree to the
service commitment. Government submits that, pursuant to the MOU, physicians committed to
providing services, including on call services. Theissue of service coverage wasdiscussed duringthe
negotiations and the parties exchanged proposalson theissue. The NLMA sought arbitration on all
outstanding issuesand thiswas one of theissues outstanding fromnegotiations. TheNLMA bargains
on other issuesin addition to compensation issues, such astheissue of the defined work week. Prior
agreements with the NLMA were enforceable, in particular, the IMCA and the MOU. Government
isaccountable to ensure that an adequate level of serviceisprovided. Regiona Heath Boards have
the obligation to provide access to health services which requires physician services. General
practitionerswho are paid on afeefor service basis have arelationship with their individual patients
and not with the population at large. General practitionersdo not have arequirement to affiliate with
aregional health board and as a consequence that they would not have an obligation to do on call or
to admit patients to hospitals without the proposed service commitment.

The NLMA submitsthat the Arbitration Board does not have authority to impose any order binding
physicians to service coverage. The NLMA does not have authority to bargain on behalf of its
members in the same manner as a union acting as bargaining agent under the Labour Relations Act.
The authority of the NLMA to bargainislimited to the authority set out in Section 5 of the Medical
Act. The NLMA submits it cannot impose any obligations on physicians who may opt out of the
medicare system and collect fees directly from patients. The NLMA cannot bind its members to
provide services. TheNLMA hastheright to negotiate only onissues of compensation. TheNLMA
cannot bind salaried physicians who have the right to negotiate individual contracts of employment.
Under the Canada Health Act physician fees are considered to be reasonable if they are negotiated
between the Government and the Association representing physicians. The agreement made under
the Canada Health Act is for the purpose of compensation and not for the purpose of service
commitments. The effect of the two tier system proposed by Government would be that physicians
would leave the Province. Government regards fee for service physicians as independent business
operators. The MOU did not contain a service commitment. It contained an agreement that
physicians would be bound by their professional code of conduct. Past agreements between
Government and the NLMA should not be considered by the Arbitration Board. There was no
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evidence of any withdrawal of service prior to October 1, 2002, whilethe MOU wasin effect. There
are service coverage problems caused by an inadequate supply of physicians. These problems could
be addressed by having the incentive of adequate compensation.

The Arbitration Board findsthat it hasjurisdiction to addresstheissue of service coverage. This was
anissue outstanding fromthe negotiations. The NLMA advised its members by newdlettersin 2002
when describing the negotiations, that it would negotiate service commitments if appropriate
conditions were in place. Service commitments were addressed in general terms as a statement of
principleinthe MOU. The NLMA has authority pursuant to the Medical Act to negotiate on behalf
of physicians. The Medical Act does not limit the issues for which the NLMA may negotiate. The
NLMA hasthe authority to commit its membersto service coverage by making compliance with the
agreement between the NLMA and the Government a condition of membership in the NLMA.

Items Referred to Arbitration

A. Feefor Service lssues

Basic Fee Increases

The parties have accepted the joint parity review exercise results. When compared with the
Maritimes, physicians in Newfoundland and Labrador are paid at the following levels:

general practice - 75.9%
specialists - 85.24%
al physicians - 81.56%

The proposal of the NLMA isto achieve 100% parity with the Maritimes. The NLMA submits that
it made a concession to accept the weighted average of the Maritime provinces as a reasonable
comparator having regard to Government’s financial circumstances. The NLMA proposes that
100% parity be achieved in year 1 for al groups. In addition, there would be a 3% general increase
added in each year of the contract, representing the estimated annual increase to be applied in the
Maritimeprovinces. The 3% general increaseaso appliesinthefirst year becausetheimplementation
date is October 1, 2002 which is at the mid point of Government’s fiscal year 2002-2003. The
NLMA proposes atotal of approximately $45.6 million be added to the fee for service budget over
3 years with the approximate amounts being distributed asfollows: year 1 - $35.16 million, year 2 -
$5.14 million and year 3 - $5.30 million. Thethree physician groups currently paid in excess of 100%
parity, namely, dermatology, emergency medicine and nuclear medicine, would each receive 3% per
year over the three year contract. The NLMA submitted that this proposal represents reasonable
compensation. Government’s proposal for 90% parity achieved at the end of three years would be
devastating and would have the effect that physicians would leave the Province. Government’s
proposal for atotal of $32 million dollars over three years, with the increase back loaded to the third
year, means that Atlantic parity at 2002 levels would only be achieved in 2005, which is not parity
at all. The NLMA proposed allocation to physician groups according to the following table:
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NLMA PROPOSED FFSMESO ALLOCATIONS

Total Allocations - $ Millions

2002-03* YEAR1 YEAR2 YEARS3
General Practice 54.11 72.29 74.46 76.70
Anaesthesia 8.39 10.91 11.24 11.57
Cardiac Surgery 1.87 221 227 2.34
Dermatol ogy 134 1.38 1.42 1.46
Emergency Medicine 0.39 0.40 0.41 0.43
General Surgery 6.61 8.60 8.86 9.13
ICU 2.26 2.98 3.06 3.16
Internal Medicine (General) 15.35 17.95 18.49 19.04
Neurology 0.91 1.16 1.20 1.23
Neurosurgery 1.08 121 1.25 1.29
Nuclear Medicine 0.95 0.98 101 1.04
Obstetrics and Gynecol ogy 5.03 5.60 5.76 5.94
Ophthalmology 4.56 5.48 5.65 5.82
Orthopaedic Surgery 4.09 4.63 4.77 491
Otolaryngology 3.37 4.27 4.40 453
Pediatrics (General) 3.62 5.02 517 5.32
Plastic Surgery 1.04 1.13 1.16 1.20
Psychiatry 4.15 5.34 5.50 5.67
Radiology 14.50 16.63 17.12 17.64
Urology 261 3.23 3.32 342
Total 136.23 171.40 176.54 181.84
New Funding - Annual 35.16 5.14 5.30
New Funding - Cumulative 35.16 40.31 45.60

*  2002-03 group bases estimated by applying 2001-02 payment distribution tototal base of $136.23
million.

Government proposes that all groups would achieve 90% of parity with the Maritime provinces by
October 1, 2004. This represents a significant increase over current rates during the time frame of
the agreement. 1t would represent the first time since 1970 that physicians were paid at a level of
90% parity. Physicians have never had 100% parity on a fee for service basis with the Maritime
provinces. The level of 90% parity was reasonable considering the financial circumstances of the
Government relative to the Maritime provinces. Thetotal amount allocated would be $31.5 million
over three years with the approximate amounts being distributed as follows: $7.1 million in year 1,
$12.2 millioninyear 2 and $12.2 million in year 3. The most disparate groups would be addressed
first in priority meaning that all groups with less than 90% would receive varying increases, with the
least increase being 1%, 3.6%, and 5.5% in each of the three years. The three groups that now
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receive more than 100% parity would not receive any fee for service increase. The Government’s
proposal was based on three principles, namely (1) no group’ s relative parity position will diminish
at any point during the life of the agreement, (2) no group remaining at or above parity will receive
parity dollarsand (3) less disparate groups will receive increases equal to the Maritime provinces, on
average, while the most disparate groups are addressed first. Government submitted that by October
1, 2003, GP payments will have increased by almost 20% and specialist payments on average will
have increased by 12%. The figures will increase further to almost 32% and 20% respectively by
October 1, 2004. Government submitted that the NLMA made aproposal for a $48 millionincrease
during negotiationsthat was calculated at thetimeto be anincrease of 92.3%. Whenthefigureswere
later recalculated, the NLMA retained its $48 million proposal which Government now calculatesto
be 98.5% parity. Government’sproposal to allocate to physician groups by year in percentage terms
is contained in the following table:

Percentage Increase Over Three Y ears by Physician Group

Specialty #of Full-time | October 1, October 1, October 1, % increase % of Parity
Group Physicians 2002 2003 2004 over 3years | achieved
Pediatrics 11 11.76% 10.97% 14.26% 36.99% 90
General 245 8.86% 10.97% 11.93% 31.75% 90
Practice

ICU/CCU N/A 7.66% 10.97% 11.08% 29.70% 90
General 18 6.76% 10.97% 10.48% 28.21% 90
Surgery

Anaesthesia 27 6.46% 10.97% 10.29% 28.04% 90
Psychiatry 16 5.86% 10.97% 9.92% 26.74% 90
Neurology 4 5.36% 10.97% 9.62% 25.94% 90
ENT 7 4.56% 10.97% 9.16% 24.69% 90
Urology 6 2.36% 10.97% 8.03% 21.36% 90
Ophthalmology 11 1.02% 9.81% 6.96% 17.79% 90
Cardiac 3 1.02% 8.62% 5.57% 15.21% 90
Surgery

Internal 52 1.02% 8.02% 5.38% 14.42% 90
Medicine

Radiology 38 1.02% 6.22% 4.87% 12.11% 90
Orthopaedics 14 1.02% 5.02% 4.58% 10.62% 90
Neurosurgery 2 1.02% 3.92% 4.35% 9.29% 90
Obs/Gyne 15 1.02% 3.62% 4.06% 8.70% 90
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Plastic 3 1.02% 3.62% 1.75% 6.38% 90
Surgery

Emergency 2 - - - 0.00% 95
Medicine
(Specialist
only)

Dermatol ogy 4 - - - 0.00% 100

Nuclear 2 - - - 0.00% 102
Medicine

Government’ smonetary proposal, which includes amounts for other fee for service issues, is set out
in the following table:

Monetary Proposa
Timetable of Increase to FFS Budget

Component of FFS Octaober 1, 2002 October 1, 2003 October 1, 2004
budget

After hours coverage, St. 500,000 500,000
John’s

Maritime % increase to 1,312,861 4,659,370 6,895,825
all disparate groups

FFS parity dollars above 5,796,532 7,500,022 5,263,567
Maritime % increase

FFS Parity - surgica 40,000
premium

Emergency Care Services 873,941 873,941 873,941
increases

Budget adjustment, Sub- 8,023,334 13,533,333 13,533,333
total

Budget adjustment, total 35,090,000

No recovery of FFS 2,800,000
deficit (onetime)

Total value of FFS 37,890,000
proposal

The parties have agreed that the allocation of the FFS increase will be done in accordance with the
parity review exercise. TheNLMA submitsthat all threefactorsof fair and reasonable compensation,
the need for sufficient physician resourcesand thefinancial circumstancesof the Government are met
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by an award of 100% parity in year 1, together with annual adjustments of 3% in al 3 years.
Government submits that the three factors are met by an award of 90% parity in year 3. Parity is
calculated by reference to the parity review exercise, based on a comparison with the weighted
average of the Maritime provinces rates in effect as of April 1, 2002. The Maritime provincesrates
will be adjusted annually from 2002 to 2005, with an estimated general increase of 3% annually
according to theNLMA'’ ssubmission. Government’ sproposal to pay 90% of the 2002 Maritime fees
in 2004 is actually less than 90% of the Maritime rates that will be in effect in 2004. 1nthe Board's
view, the Government’s proposal does not adequately address the factors of fair and reasonable
compensation or the need for sufficient physician resources. The NLMA proposal of 100% parity
in year 1, together with an additional 3% each year, does not adequately address the factor of
Government’ sfinancial circumstances. The Board has considered such issues as revenue generating
ability, provincia debt levels and taxation levels relative to the Maritime provinces. There are also
population distribution factors that affect health care expenditures. The objective of 100% parity is
areasonable long term objective subject to financial circumstances.

The Board finds that there should be an increase in the percentage of parity achieved in each of the
three years of the agreement, with the effect that the final year will be closer to 100% parity than
Government’s proposal. It would not be reasonable, having regard to the factor of financial
circumstances, that the total amount of the parity increase be applied in the first year. The increase
should be applied incrementally over the 3 year term. Therefore, the Board orders that FFS
compensation be adjusted for all affected physician groups, to increase compensation, where
appropriate, to 90% parity in year 1, 92.5% parity in year 2 and 95% parity in year 3. It isestimated
that the percentage parity will correspond to the Maritimes' rates that are in effect at the relevant
times by also providing that there be a general increase to al groups. The Board also orders that
there be ageneral increasein each year to allow for increases in the Maritime rates and the fact that
the parity review exercise was effective as of April 1, 2002, and the effective date of the agreement
is October 1, 2002. The general increase shall be 1.5% in year 1, 3% in year 2 and 3% in year 3,
compounded annually. Each physician group will receive any increase required for that group to
reach the appropriate level of parity in each year plusthe general increase in each year. For example,
nuclear medicine specidlists, who are currently at 112.5% parity, will not receive a parity increase,
but will receivethe general increasein eachyear. Obstetrics/gynecology specidists, currently at 92%
parity, will not recelve aparity increasein year 1, but will receive an increase to 92.5% parity in year
2 and a further increase to 95% parity in year 3, together with a general increase in each year. It
would not be fair and reasonable that any physician group receive no increase over 3 years. The
Board' s decision on this issue takes into account the principle of relative parity with the Maritimes
and all three of thefactorslisted inthe Terms of Reference. The budget allocation in each year isthe
amount required for the parity increase and general increase asoutlined. The monetary allocation to
each physician group is made according to the following table (total for all groups may vary as a
result of rounding):
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Allocation to FFS Physician Groups
Parity Increase and General Increase

($millions)
Physician Current Estimate Year 1 Year 2 Year 3 Total
Group 2002-2003 October 1, 2002 October 1, 2003 October 1, 2004
90% Parity 92.5% Parity 95% Parity
1.5% General 3% General 3% General
General 54.11 Parity 10.05 1.78 1.78 13.61
Practice General 0.81 1.65 1.70 4.16
Total 10.86 3.43 3.48 17.77
Anaesthesia 8.39 Parity 1.25 0.27 0.27 1.79
General 0.13 0.25 0.26 0.64
Total 1.38 0.52 0.53 2.43
Cardiac 1.87 Parity 0.07 0.05 0.05 0.17
Surgery General 0.03 0.06 0.06 0.15
Total 0.10 0.11 0.11 0.32
Dermatol ogy 1.34 Parity 0.00 0.00 0.00 0.00
General 0.02 0.04 0.04 0.10
Total 0.02 0.04 0.04 0.10
Emergency 0.39 Parity 0.00 0.00 0.00 0.00
Medicine General 0.01 0.01 0.01 0.03
Total 0.01 0.01 0.01 0.03
General 6.61 Parity 1.02 0.21 0.21 1.44
Surgery General 0.10 0.20 0.21 0.51
Total 1.12 0.41 0.42 1.95
ICU 2.26 Parity 0.37 0.07 0.07 0.51
General 0.03 0.07 0.07 0.17
Total 0.40 0.14 0.14 0.68
Internal 15.35 Parity 0.45 0.44 0.44 1.33
Medicine General 0.23 0.47 0.48 1.18
(General) Total 0.68 0.91 0.92 251
Neurology 0.91 Parity 0.12 0.03 0.03 0.18
General 0.01 0.03 0.03 0.07
Total 0.13 0.06 0.06 0.25
Neurosurgery 1.08 Parity 0.00 0.01 0.03 0.04
General 0.02 0.03 0.03 0.08
Total 0.02 0.04 0.06 0.12
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Physician Current Estimate Year 1 Year 2 Year 3 Total
Group 2002-2003 October 1, 2002 October 1, 2003 October 1, 2004
90% Parity 92.5% Parity 95% Parity
1.5% General 3% General 3% General
Nuclear 0.95 Parity 0.00 0.00 0.00 0.00
Medicine Generd 0.01 0.03 0.03 0.07
Total 0.01 0.03 0.03 0.07
Obstetrics and 5.03 Parity 0.00 0.03 0.13 0.16
Gynecol ogy General 0.08 0.15 0.16 0.39
Total 0.08 0.18 0.29 0.55
Ophthal - 4.56 Parity 0.27 0.13 0.14 0.54
mology General 0.07 0.14 0.14 0.35
Total 0.34 0.27 0.28 0.89
Orthopaedic 4.09 Parity 0.00 0.10 0.11 0.21
Surgery General 0.06 0.12 0.13 0.31
Total 0.06 0.22 0.24 0.52
Otolaryn- 3.37 Parity 0.41 0.11 0.10 0.62
gology General 0.05 0.10 0.11 0.26
Total 0.46 0.21 0.21 0.88
Pediatrics 3.62 Parity 0.85 0.12 0.12 1.09
(General) General 0.05 0.11 0.12 0.28
Total 0.90 0.23 0.24 1.37
Plastic 1.04 Parity 0.00 0.00 0.01 0.01
Surgery General 0.02 0.03 0.03 0.08
Total 0.02 0.03 0.04 0.09
Psychiatry 4.15 Parity 0.59 0.13 0.13 0.85
Generd 0.06 0.13 0.13 0.32
Total 0.65 0.26 0.26 117
Radiology 14.50 Parity 0.13 0.41 0.41 0.95
Generd 0.22 0.44 0.45 111
Total 0.35 0.85 0.86 2.06
Urology 261 Parity 0.24 0.08 0.08 0.40
Generd 0.04 0.08 0.08 0.20
Total 0.28 0.16 0.16 0.60
Total 136.23 Parity 15.82 3.97 4.13 23.92
Generd 2.04 4.15 4.27 10.46
Total 17.86 8.12 8.40 34.38
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Emergency Care Service Increases

Emergency departmentsare availableto the public at facilitiesdesignated by the DHOCS. Physicians
who contract to provide emergency services are paid hourly rates. In category “A” facilities,
physicians remain on site 24 hoursaday. In category “B” facilities, physicians are not required to
remain on site, but must be available to respond to calls. The parties settled the issue of FFS hourly
rates for category “B” facilities. The rates for category “A” facilities remain in dispute.

Government submitsthat its proposed increaseinratesfor category “A” facilitieswould achieve and
maintain parity with the Maritime provinces. It submitsthat its proposal recognizes the recruitment
and retention difficultiesassociated with emergency department coverage. Thecost of Government’s
proposal is $2.6 million. The NLMA'’s proposal for payment of an additional $15.63 per hour for
nights, weekends and holidays would cost an additional $1 million. None of the Maritime provinces
pay such an evening or weekend premium. Government’s proposal results in a 50% increase to the
emergency care services budget. The rates proposed by Government are as follows:

Current Rate* As of October 1, As of October 1, As of October 1,
2002 2003 2004
77/hour 88.67 103.33 125.00
91/hour 104.00 118.00 125.00

*The differential between the two rates was intended to recognize the overhead expenses of
community-based FFS GP's

The NLMA submitsthat for category “A” facilities the FFS hourly rate should be $125.00 per hour,
effective October 1, 2002, and in addition physicianswould be paid $15.63 per hour for nights (12:00
am. to 8:00 am.), weekends and holidays. The NLMA submitted that there are chronic physician
vacanciesin the emergency care system. To ensurethe viability of the systemit is necessary provide
adequate compensation to recruit and retain physician resources. The NLMA submitted that this
objective would be achieved by its monetary proposal.

The Board finds that it is appropriate to increase the rate to $125 per hour. To meet the need for
physician recruitment in this critical area of emergency care, the rate in effect as of October 1, 2002
should be increased to the amount proposed by Government, with the rate increasing to $125
effective October 1, 2003. The incremental increase to the physician services budget will remain at
the total increase proposed by Government at $2,621,823 ($873,941 per year X 3), but one third of
the total will be added in year 1 and two-thirds of the total will be added in year 2. A premium for
evenings and weekendsis not ordered by the Board having regard to comparability withthe Maritime
provinces. Theratesordered are as follows:
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Current As of October 1, 2002 As of October 1, 2003
77 88.67 125
91 104.00 125

General Sessional Rate | ncreases

Sessional ratesare payments madeto physiciansonaper diem basisin lieu of FFS paymentsfor work
at ingtitutions, such as penitentiaries (category “A”) and organized clinics (category “B”). The
payments are claimed by FFS physiciansin situations where FFS compensation is not viable because
of low volumes. Current sessional rates per half day are as follows: category “A” - GPs - $128.84,
specialists - $167.74, category “B” - GPs - $170.52, specialists - $223.48.

The NLMA submitsthere should be one rate for both category “A” and category “B” facilities. The
rate should be equivalent to its proposed daily locumrate of $850 for GPs and $1,000 for specialists
or $425 and $500 per half day session respectively. The NLMA estimates the cost of its proposal
to be $180,000.

Government submits that sessional rates are considered a unique fee for time payment rather than a
feefor service payment. Government submitsthat there should be no increasein sessional rates. The
current rates are equal to or higher than the rates paid in other Atlantic provinces. Government also
submitsthat sessional clinics are assigned fee codes and therefore these feeswere assessed during the
parity review exercise. Any adjustment of sessional ratesisrequired to be done as part of the micro
alocation process which is outside the jurisdiction of the Board.

The Board accepts the position of Government that sessional rates are to be adjusted as part of the
micro allocation process. The Terms of Reference state that the parties, and not the Arbitration
Board, will complete the micro allocations. Therefore the Board does not order any change in
sessional rates.

Locum Tenens Rate Increases

A locumisashort termreplacement position for asalaried physician or afunded vacant salaried post.
Locums are used for replacement of physicians absent onillnessor vacation. The current locumrate
is $550 per day for GPs and $650 per day for specialists.

The NLMA proposes that the daily locum rate be increased to $850 for GPs and $1,000 for
specidlists, with an estimated annual cost of $1.5to $1.7 million. Theincrease is necessary to enable
Health Boards to recruit physicians for locums. Recruitment and retention would be more readily
attainable by offering more competitive compensation rates.

Government proposes that the daily locum rate be retained, but physicians who perform locums
would bealowedto claim*“oncall” paymentswhere applicable. Government submitsthat thelocum
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rate should not be made so attractive that salaried physicians are enticed to resign their positionsto
locum around the Province in various positions. By permitting locumsto receive “on call” payments
there would be an additional payment at the rate of $160. to $250. per day, which would amount to
an average 15% to 20% increase.

The Board finds it would be fair and reasonable to have an increase in the daily locum rate over the
three year term of the agreement. It is appropriate that the daily locum rates be increased by an
amount that is proportionate to the increases to saaried physicians, i.e. 8%, 5% and 5%, not
compounded. The rates will be as follows:

Current Year 1 Year 2 Year 3
October 1, 2002 | October 1, 2003 | October 1, 2004
General Practice 550 594 622 649
Specialists 650 702 735 767

Recognition of Professional Advice by Telephone
The fee codes do not permit compensation for professional advice or services over the telephone.

The NLMA submits that whether a physician provides a medical service in person or electronically,
including by telephone, there should be compensation paid for the physician’s expertise, skill and
time. The NLMA proposes that the amount paid would be equal to 60% of the rate for a partial
assessment, which on the current scale would be $11.69. The impact on the FFS budget would be
cost neutral because there would be reductionsin other areas. The existing Regulation prohibiting
these charges could be easily changed by Government by an Order-in-Council.

Government submits that professional advice by telephone is not permitted to be charged pursuant
to Regulation. Section 4 of the Medical Insurance Insured Services Regulations, enacted under the
Medical CarelnsuranceAct, listsserviceswhich are not insured services, including any advice given
by a physician to a beneficiary by telephone. Government submits that the Arbitration Board does
not have authority to amend a Regulation.

The Board findsthat it does not have the authority to grant the proposal by the NLMA. The Board
cannot order that a payment be made in violation of a Regulation. The Board cannot change a
Regulation, which must be enacted by the Lieutenant Governor in Council (Provincial Cabinet).

Elimination of Capping and Thresholds

A capped fee for service budget was implemented in the 1991 to 1992 fiscal year and continued
through the period of the IMCA and the MOU. The Government and the NLMA negotiated the
amount of the physician services budget for both FFS and salaried physicians. During the period of
the IMCA,, fee discounting wasimplemented. Physician claimsto MCP were discounted to achieve
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a balanced budget by year end. During the period of the MOU deficits in the FFS budget were
experienced, according to the calculation of Government. Theclaimby Government for acumulative
$2.8 million deficit is disputed by the NLMA and is a separate issue at this arbitration.

Individual income thresholds are part of a proration policy that was first introduced in 1992 and
continued until the expiry of the MOU. The individual income threshold is also described as an
individual cap on earnings. At thefirst threshold, payments are reduced by 33%, and at the second
threshold, paymentsare reduced by 66%. There are different thresholdsfor GPsand specidlists. The
threshold levelsincrease at the same time as any increase in the GP and specialist budgets.

Thereiscurrently aglobal cap in New Brunswick but not in the other Maritime provinces. Thereis
currently an individual threshold in Prince Edward Iland but not in the other Maritime provinces.
Nova Scotia does not have either a globa cap or an individual threshold. Newfoundland and
Labrador isthe only Atlantic province that has both a global cap and an individual threshold.

TheNLMA proposes eliminating both global capping and individual thresholds. TheNLMA submits
that the global cap unfairly shifts the physician services funding responsibility from Government to
physicians. Physicians have no control over the utilization of physician services. A global cap, in
effect, costs physiciansmoney because fee for service physicians continue to pay overhead expenses,
but do not receive income. The submission by Government that it would cost $5 million if global
capping is eliminated amounts to an admission that the budget is underestimated by that amount.
Specialists whose billings are approaching the individual threshold level have left the Province to
perform locumsin other provincesfor therest of theyear. Thishasthe effect of removing specialist
servicesfromthisprovince. It ispossibleto apply for exemptionsfrom theindividual thresholds, but
the exemption processisnot working adequately. The NLMA submitsthat it isnot adverseto adaily
workload cap.

Government submits that both the global cap and individual thresholds should be continued. The
global cap is afiscally responsible measure and is crucial to controlling the fee for service budget.
It is reasonable for Government and physiciansto cost share deficitsin the budget on a 50/50 basis.
Physicians would be required to share future deficits by the process of discounting. Individual
thresholds currently affect a small group of physicians. However, other physicians whose current
billings are close to the threshold, would likely exceed the threshold amount of it was eliminated.

The Board observes that the parties negotiated the amount of a capped FFS budget from 1991 to
2002. The purpose of the capped budget is to control FFS physician expenditure. By having any
deficit shared on a 50/50 basis by physicians and by Government, there is a shared responsibility to
control expendituresto the extent possible within the budgeted amount. The efficient utilization of
physician services impacts upon expenditures. To eliminate global capping would not be fiscally
responsible and would not adequately address the factor of the financial circumstances of
Government. Appropriate increasesin the FFS budget will addressthe factorsof fair and reasonable
compensation and the need for physician resources. Thereisaglobal cap in New Brunswick. The
Board finds it appropriate to continue the global cap on FFS physicians expenditure with 50/50
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sharing of the deficit. At the same time, there should be recognition given to the possibility of a
surplus in the budget, in accordance with these principles. An appropriate mechanism should be
applied to give effect to carrying forward asurplusor deficit to the following year to avoid anomalies,
and to adjust for adeficit on amulti-year basis and not asingleyear. Therefore, the Board finds that
aglobal capped FFS budget shall be in effect for the term of the Agreement. Any surplus or deficit
in the budget from year 1 (2002-2003) shall be carried forward to year 2 (2003-2004). If at the end
of year 2 there is an accumulated deficit from those 2 years, then the parties shall meet and decide
upon an allocation of the deficit. 1nthe absence of agreement within 90 days of year end, i.e. 90 days
after October 1, 2004, 50% of the accumulated deficit shall be deducted from the FFS budget in year
3 and payments to FFS physicians discounted as required. |If there isan accumulated surplus at the
end of year 2, it shall be carried forward into year 3 for the purpose of calculating the accumulated
surplusor deficit at theend of year 3. The allocation of any surplusor deficit at the end of year 3 will
be subject to negotiations between the parties at that time and is beyond the scope of this Award
becauseit isoutside the 3 year term of the Agreement. Intheevent of adisputeat any time regarding
calculation of the deficit or surplus, the dispute may be referred by either party to arbitration under
the Arbitration Act, RSNL 1990, c. A-14.

Individual income thresholds result in proration of FFS hillings that exceed threshold levels. The
Board observesthat the only provincewith anindividual threshold inthe Maritimesis Prince Edward
Idand. Individual thresholds are not fair and reasonable in circumstances where physicians are
required to work lengthy hoursbecause thereisaphysician shortageinthearea. Theprocessto grant
exemptions from individual thresholds appearsto be unsatisfactory. Eliminating individual income
thresholds is not expected to have any impact on FFS global expenditures given that aglobal cap is
maintained. It isunnecessary to budget for an expenditureinthe physician servicesbudget asaresult
of eliminating individual thresholds. The Board orders that individual thresholds be eliminated.

Specialty Corrections

The NLMA submits that certain inequities or anomalies need to be addressed for some specialties
including plastic surgery, orthopaedic surgery, neurosurgery, emergency medicine, dermatology, and
internal medicine subspecialties. These were groups with insufficient economies of scale. The
NLMA proposed an dlocation of $2.5 million for a corrections reserve to address inequities
compared to other specidties. Inthe case of neurosurgeonsthiswould be addressed by an AFP. The
corrections reserve fund would be administered by a liaison committee.

Government submits that there should be no additional funds provided for select groups. The
increases to FFS physicians were to be based on the fee schedule comparison. Anomaliesin the fee
code were matters of micro allocation, which were excluded from the jurisdiction of the Arbitration
Board by the Terms of Reference. A speciaty corrections fund would negatively affect the
application of the parity review exercise and would create new and different internal disparities.
There was no specific proposal as to how the $2.5 million fund would be spent. Government was
prepared to discuss with the NLMA the reallocation of fees within the specialist groups provided
therewasno changeinthetotal amount of thefeefor service budget. Government wasalso prepared
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to discusswith the NLMA the concept of alternate funding plans (AFP's), but did not agree that the
Board had jurisdiction to order AFP's.

TheBoard has considered the NLMA proposal to address disparitieswithin certain specialities. The
Board has considered the presentations made at the hearing by specialists in orthopaedic surgery,
plastic and reconstructive surgery and anesthesia. The parties are attempting to resolve disparities
on the basis that all specialists would be treated equally by the application of the parity review
exercise. However, even if al groups achieve 100% parity, there will be interna disparities,
according to the NLMA. Government is prepared to respond to this issue, provided any amount
allocated ispart of the FFS budget and is not additional funding. The Board findsthat funding ought
to be set asideto addressspecialist disparities. Theamount allocated to the specialty correctionsfund
shall be $2,000,000 commencing in year 2. The allocation of the fund to specialist groupsto resolve
disparities shall be done by agreement of the parties. The parties shall form a specialty corrections
fund committee, with equal representation of at least two memberseach, together with achairperson
appointed by the NLMA.. If the parties do not agree on the allocation of all or any part of the fund
allocated in the applicable year on or before the last day of that year, that amount shall be added to
the FFS budget for that year.

Deficit Recovery

Submissions by the parties on the merits of the deficit recovery issue are subject to the decision by
the Board on whether this arbitration is the proper forum to adjudicate upon the amount claimed by
Government. According to Government’s calculation there was an accumulated deficit of $2.8
million in the fee for service budget during the period of the MOU .

Government proposes that the outstanding deficit of $2.8 million be recognized and included within
Government’ s $50 million proposed increase. Government submitsthat in effect it isproviding FFS
physicianswith $2.8 millionin additional funding by agreeing not to recover that amount. Additional
funds were added to the physician services budget in every year during the period of the MOU. The
FFS budget was adjusted for new technology, changesin demographics, changes in FFS personnel
and net transfers between FFS and salaried physicians. The budget adjustments and the annual
deficits were communicated to and confirmed by the NLMA. Thefirst time Government heard that
the amount was in dispute was at the arbitration hearing. In the first two years of the MOU the
deficit wastheresponsibility of the NLMA, and then, commencing in 2000-2001, the deficit was cost
shared 50/50 betweenthe NLMA and Government. The MOU provided that the partieswould agree
on a formula to adjust physician compensation. The NLMA did not agree on the terms of the
formula. Inearly 1999, MCP started to recover the accumulated deficit from physician fee payments.
The NLMA objected on the grounds that no formula had been agreed. The Department of Health
directed that the deductions be refunded to physicians. Theissuewas never resolved. Therewasno
further attempt by Government to makeadeductionfromphysicians feesduring thelife of the MOU.
Government provided the Arbitration Board with copies of the year end budget summariesthat were
provided to the NLMA on aregular basis. Government submitted that signed offers by the NLMA
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during the current round of negotiations included the application of deficit recovery in the amount
of $2.8 million.

The NLMA submits that the amount of $2.8 million should not be recognized as part of
Government’ s $50 million proposal. The parties did not agree to a deficit recovery formula under
theMOU, asrequired by the MOU. Theaccuracy of the deficit amount shownin the FFS budget and
the actual expenses were questioned. The NLMA was not satisfied that the amount of $2.8 million
wasowing. TheNLMA had never agreed with the calculation of the amount. The Arbitration Board
was not the correct forum to adjudicate this dispute. The determination of the amount owing was
amatter that should properly be dealt with under the relevant provisions of the IMCA or the MOU.
The NLMA, in afurther written submission following the hearing, advised that it consulted with its
former director of health, policy and economics and reviewed its records and could not find any
evidence that an agreement had been reached on the calculation of the amount owing. The NLMA
acknowledged receiving various FFS budget reports generated by MCP, but denied that the NLMA
was ever asked to agree that the calculations were correct. Accordingly, the Board was not in a
position to make adetermination of the amount owing. The NLMA submitsthat Government should
fully honour its commitment to provide new funding in the total amount of $50 million, exclusive of
the amount claimed for deficit recovery.

TheBoard finds that the arbitration processis not the appropriate forum to decide any dispute about
the amount of the deficit claimed for the period ending September 30, 2002 unlessthe parties agree.
The parties did not agree to a deficit recovery formula, as contemplated by the MOU. The Board
doesnot havejurisdiction to interpret and enforce the MOU. Where the parties have not agreed on
the amount of the deficit, and the Board does not have jurisdiction to adjudicate the amount of the
deficit, the Board is unable to deduct any amount from the FFS budget to account for deficit
recovery. Thisfinding does not interfere with any right held by Government to collect the amount
it claimsis owing.

B. Salary Physician Issues

Basic Compensation Increases

Approximately one third of physicians are salaried in Newfoundland and Labrador, compared with
about 5% in most other jurisdictions in Canada. The current budget for salaried physicians is $60
million dollarswhich represents 30% of thetotal physician servicesbudget. Thetermsand conditions
applicable to salaried physicians were set out in the Blue Book, and in the MOU. Most sdaried
physicians do not have individual contracts of employment. There were no increases for saaried
physiciansduring the period of the IMCA. During the period of the MOU, the average GP received
a 31% increase and the average specialist received a 52% increase, according to Government’s
calculation. Asof April 1, 2002, the base compensation ranges for salaried physicians, including
retention bonuses are as follows:
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Salary
(5 step scale)

Retention Bonus (3 step
scale, depending on
geographic location)

General Practitioners 100,000-120,000 2,500-30,000 102,500-150,000

Specialists* 120,000-144,000 4,000-36,000 124,000-180,000
*excluding Oncologists, whose compensation structure is addressed separately.

Totd

Government proposes saary increases based on equivalency with the non-weighted average of
salaried physiciansin New Brunswick and Prince Edward Idand. There are avery small number of
salaried physiciansin Nova Scotia. Government provided further information with respect to Nova
Scotia salaried physicians at the hearing which it submitted supported its position. Government
proposes salary increases amounting to 15% over three years. The total increase would be $6.4
million, with $2.1 million for GPs and $4.3 million for specidists. Government agrees that salaries
ought to be competitive with the Maritime provinces. Government submits that the amount it
proposes would place speciaists at the level of equivalency and place GPs above equivalency. The
GP salaries are proposed to maintain the historical 1:1.2 ratio between GPs and specialists. There
was never any historical relationship between paymentsto salaried and FFS physicians. Government
disputes the figure presented by the NLMA of the average weekly working hours of saaried
physicians. Government proposes that retention bonuses be considered when calculating salary
increases. The proposal by Government for salariesis as follows:

Year 1
Salary Retention Bonus Total
General Practitioners 105,000-126,000 2,500-30,000 107,500-156,000
Specialists 126,000-151,200 4,000-36,000 130,000-187,200
Year 2
Salary Retention Bonus Total
General Practitioners 110,000-132,000 2,500-30,000 112,500-162,000
Specialists 132,000-158,400 4,000-36,000 136,000-194,000
Year 3
Salary Retention Bonus Total
General Practitioners 115,000-138,000 2,500-30,000 117,500-168,000
Specialists 138,000-165,600 4,000-36,000 142,000-201,000
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The NLMA proposes a salary increase in line with the increases for FFS physicians. The NLMA
proposes a 26% increase over three years comprised of a 20% increase in the first year and 3% in
each of the next two years. Thetotal increaseis $12.32 million, with $4.1 million for GPs and $8.22
million for specialists. The proposal was submitted by the NLMA to be reasonable compensation on
the assumption that the Arbitration Board also granted its proposal for a defined work week. The
Government proposal did not represent parity with the Maritimes, having regard to the AFP
compensation paid in Nova Scotia. The NLMA calculated that the effective hourly rate for salaried
physicians, based on 62 working hours per week, was $46.00 per hour, which was at the lower end
of the scale for the Atlantic provinces. When comparing salaries, it is important to consider that in
New Brunswick and Prince Edward | dand salaried physicianshave adefined work week. TheNLMA
proposal for salaries for GP' sis as follows:

Salary Range Step 1 Step 2 Step 3 Step 4 Step 5

Current 100,000 105,000 110,000 115,000 120,000
Year 1 120,000 126,000 132,000 138,000 144,000
Year 2 123,600 129,780 135,960 142,140 148,320
Year 3 127,308 133,673 140,039 146,404 152,770

The NLMA proposal for salaries for specialistsis as follows:

Salary Range Step 1 Step 2 Step 3 Step 4 Step 5

Current 120,000 126,000 132,000 138,000 144,000
Year 1 144,000 151,200 158,400 165,600 172,800
Year 2 148,320 155,736 163,152 170,568 177,984
Year 3 152,770 160,408 168,047 175,685 183,324

The Board finds that a comparison of salaries with the Maritime provinces is appropriate. The
current salary range iscomparable with New Brunswick and Prince Edward Island. However, those
provinces have defined work weeks. In this province, there is no defined work week, but the
information available suggests that most physicians have considerable workloads and work long
hours. Therefore, in the absence of a defined work week, there is justification for dightly higher
salaries compared to the Maritimes, having regard to all factors, in particular the factor of the need
for sufficient physician resources. Salaried physicians are essential to meet the physician demand in
certain geographic areasor for certain specialties. Considering thefactorsinthe Termsof Reference,
it is appropriate to award an increase that provides a higher percentage increase in year 1 when
compared to Government’ sproposal. The proposal by the NLMA is excessive, having regard to the
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factorsin the Terms of Reference. The Board awards increases of 8% in year 1, 5% inyear 2, and
5% in year 3 not compounded.

When determining the amount to be applied to the physician services budget, the Board has applied
the appropriate increaseto the base budget. When examining the proposals submitted by the parties,
the Board determined that Government was using a base figure for salaries of $42,660,000 and the
NLMA was using a base figure for salaries of $45,000,000. For the purpose of allocating increases
to the budget, the Board will apply the increases to the base figure of $42,660,000. Therefore,
applying increases of 8%, 5% and 5% not compounded, the budgeted increases are $3,414,000 in
year 1, $2,133,000 in year 2 and $2,133,000 in year 3, for atotal of $7,680,000. Thetotal increase
is applied to the salary scales according to the following tables:

General practice:

Salary Range Step 1 Step 2 Step 3 Step 4 Step 5

Current 100,000 105,000 110,000 115,000 120,000
Year 1 108,000 113,400 118,800 124,200 129,600
Year 2 113,000 118,650 124,300 129,950 135,600
Year 3 118,000 123,900 129,800 135,700 141,600

Specidlists

Salary Range Step 1 Step 2 Step 3 Step 4 Step 5

Current 120,000 126,000 132,000 138,000 144,000
Year 1 129,600 136,080 142,560 149,040 155,520
Year 2 135,600 142,380 149,160 155,940 162,720
Year 3 141,600 148,680 155,760 162,840 169,920

Defined Work Week

Salaried physicians do not have a defined expectation for the number of working hours per week.
The Arbitration Board was informed that salaried physicians work the hours required to meet the
demand for services and complete their work. Thereisadefined work week for salaried physicians
in New Brunswick of 37.25 hours and in Prince Edward Island of 37.5 hours.

The NLMA proposes that there be a defined work week of 37.5 hours per week between 8:00 am.
and 6:00 p.m. from Monday through Friday unless otherwise agreed between the physician and the
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employer. Physicians would be allowed to hill on a FFS basis for work outside the defined work
week. Salaried physicianswho participatein an on call rota during the defined work week would not
be permitted to bill FFS during regular working hours but would be permitted to do so outside
regular working hours. There should be a clearly defined policy regarding hours of work. The
NLMA submits that it would consider aternatives to unlimited FFS billings by salaried physicians.
The options would include placing a cap on FFS hillings, defining working hours on an annual or
monthly basis instead of aweekly basis, and time off in lieu of overtime. The NLMA submits that
if FFSbillingsare allowed outside regular hours, then acap in the amount of $30,000 annually would
be reasonable.

Government submits that accepting the proposal of a defined work week would cause a significant
change in the manner in which physician services are provided in the province. The defined work
week would havefar reaching and unknown consequenceson operationsand physician compensation.
Government proposes maintaining the status quo with no defined work week for salaried physicians.
In New Brunswick and Prince Edward Idland, the salaried physician system developed with a defined
work week policy from the outset. The saaried physician utilization in this Province evolved to
address the need for medical services in areas of low population density and poor transportation
systems, and in areas where the volume of work was not adequate to support a FFS method of
remuneration. There would be an administrative cost to keep time records of physicians. Adoption
of the defined work week would require the elimination of the $2.6 million additional workload
policy, which addresses the situation of excess workload, and the elimination of various leave
provisions, such as compensatory leave, which are intended to provide compensation in lieu of
overtime for additional work.

The Board observes that the terms and conditions of employment of salaried physicians do not
include an expectation for hours of work on a weekly basis or otherwise. Physicians are expected
to completethework that isrequired. Thissituation can produce unfair results, wherelengthy hours
of work are required as a result of demand for services and shortage of physician supply in a
geographic area or area of practice. The purpose of a defined work week isto provide consistency
inworking conditions and to avoid excessive workload without adequate compensation. Thereare
defined work weeks in New Brunswick and Prince Edward Island. However, the introduction of a
defined work week will have significant consequences that have not been discussed by the parties.
It is likely that compensatory leave, compensation for additional workload and other terms will be
affected by a defined work week. The details of such related issues should be the subject of
negotiations between the parties. The Board is not prepared to order a defined work week on the
basis of the current submissions and without prior discussion by the parties of the details of the
proposal and itsimplications. Further study of theissueisrequired to assesstheimplications. There
is no order for a defined work week.

Compensation for Additional Workload

The salaried method of remuneration does not address the need for aphysicianto provide additional
services because of vacancies in other salaried positions. Government introduced a policy in 1995
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providing for payment of one half of a salary per vacancy in a salaried position with the amount to
be distributed to salaried physicianswho take on the responsibility of additional work resulting from
the vacancy.

Government proposes to increase funding of this item in the budget by $200,000, as the result of
increased salary scales. Government proposesto continue to pay one half of the salary of the vacant
position to the remaining salaried physicians who take on the work. The payment for additional
workload would continue on the assumption that there is no defined work week.

TheNLMA submitsthat the current policy isunfair because it does not provide compensation where
a vacancy arises from the departure of a FFS physician from a group of physicians offering a
particular service. The NLMA proposes that compensation for additional work be paid regardless
of whether the physicians doing the work are replacing asalaried or FFS position. The NLMA also
proposesalowing for “oncal” paymentsat the sametime ascompensation for additional workload.
The total cost would be relatively small.

The Board agreeswith Government’ s position. The concepts of additional workload, the method of
calculating compensation, and the issue of the recruitment of the replacement salaried physician are
related to the additional workload of the salaried physician. The Board ordersthat the current policy
continue, with the effect that one half of the salary of a vacant salaried position will be paid to the
remaining salaried physicians who take on the additional work.

Critical Escort Duty

Salaried physiciansreceive additional payment for escorting the transportation of critically ill patients
from one location to another. The current hourly rate is $36.50.

Government proposes that the hourly rate be increased to $73 per hour, which it submitsis fair and
reasonable compensation. Government did not assign any amount for budget adjustment for therate
proposed by Government. It estimated the NLMA proposal would cost $100,000.

The NLMA refers to escort duty as highly stressful and hazardous. The NLMA submits that the
hourly rate should be the same as the category “A” emergency rate of $125 per hour.

The Board agrees with Government’ s submission. There is currently a distinction between the rate
for critical escort duty and the emergency rate. Government’ s proposal increasesthe current rate by
100%, which is a greater percentage increase than the emergency rate increase that was agreed by
the parties. The hourly rate shall be increased to $73 as proposed by Government.

Clinical Administrative Benefit

There are five salaried positions where there is payment of additional compensation of $10,000 per
year in recognition of administrative duties.
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Government proposesto maintainthecurrent policy with the condition that whenacurrent incumbent
vacates a position, the employer Health Board would have the full responsibility and authority to
administer the benefit.  This would allow the Health Board to pay the benefit to a number of
physicians including FFS physicians who are not currently eligible.

The NLMA submits that the administrative benefit should remain tied to the position and not to the
incumbent. The administrative function is a significant duty and the Government proposal would
permit the benefit to be eliminated at the discretion of the Health Board. There should be no change
in the current policy.

The Board agrees with the NLMA position that the policy not be changed. This will avoid the
gtuation where the benefit could be eliminated at the discretion of the Health Board. The
administrative benefit will continue to be tied to the position.

Oncology Stipends

Services a the Newfoundland Cancer Treatment and Research Centre are provided by specialistsin
medical oncology and radiation oncology, who have historically been salaried. Asaresult of a1993
review, additional funding was allocated by payment of a stipend and an annual retention bonus to
enable the Province to be competitive nationally.

Government proposes to increase the salary scale for oncologists by the same amount as other
salaried specialists and in addition to increase the stipend scale by $30,000 per year. Government
submits that its proposal addresses the national recruitment and retention issue for oncologists and
meetsthe standard of equivalency. The Government proposal compareswell with compensation paid
to oncologists in other provinces, in particular, Alberta and Ontario. Government submits that the
NLMA proposal is excessive and that the NLMA'’s proposal refers to Alberta FFS rates and not
salary scales. The total amount of salary, stipend and retention bonus proposed by Government is
asfollows:

Step 1 Step 2 Step 3 Step 4 Step 5
Oct. 1, 2002 170,000 186,550 200,600 206,900 213,200
Oct. 1, 2003 176,000 192,850 207,200 213,800 220,400
Oct. 1, 2004 182,000 199,150 213,800 220,400 227,600

TheNLMA submitsthat thereisahighturnover ratefor oncologistsin Newfoundland and Labrador.
The positionisstressful and thereisaheavy workload. The NLMA proposesthat salaries should be
benchmarked at 85% of the upper threshold of $300,000 in Ontario and Alberta, whichisequivalent
to $255,000. The annual budget cost would be $750,000.
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The Board has reviewed the information provided on thisissue, in particular the compensation rates
in other provinces. Oncology isa critical service, and the need for sufficient physician resourcesis
a significant factor for thisissue. The total compensation needs to be comparable with the higher
paying provinces in the country. The increase needs to be consistent with the salary increases
awarded generaly to salaried physicians. The Board has considered the adjustment made in the
Award to Government’s proposal for physician’s salaries. It is appropriate to increase the stipend
scale by afurther $10,000 with the effect that total compensation isincreased by that amount at each
step onthescale. Thereare currently 18 physicianseligibleto receive the oncology stipend resulting
in a budget adjustment of $180,000 in addition to Government’s proposed increase. The oncology
scales proposed by Government shall be adjusted by adding the additional 3% salary increase (8%
orderedinyear 1, compared to Government’ s 5% proposal) and the additional $10,000 stipend. The
retention bonus is not changed. The oncology scale, including salary, stipend and retention bonus
is therefore adjusted as follows:

Step 1 Step 2 Step 3 Step 4 Step 5

Oct. 1, 2002 183,600 200,330 214,560 221,040 227,520

Oct. 1, 2003 189,600 206,630 221,160 227,940 234,720

Oct. 1, 2004 195,600 212,930 227,760 234,540 241,920
Compensatory Leave

Government proposes that there be no change in compensatory leave. Government refers to the
negotiated term of the MOU stating that all salaried physicians will be entitled to five working days
of compensatory leave after one year of service. Government submitsthat compensatory leave was
aterm in the Blue Book commencing from April 1, 1990 and was intended to acknowledge that
salaried physicians do not have defined hours of work. Compensatory leave would be eliminated if
there was a defined work week.

The NLMA agrees that compensatory leave remain unchanged at five days. The NLMA does not
agree that compensatory leave was intended to provide compensation for “on call” services. It was
agreed that compensatory leave would be eliminated if there was a defined work week.

The Board finds that compensatory leave will remain unchanged during the current Agreement.
Equity for GFT Bonuses

Somesalaried physiciansare also employed with Memorial University of Newfoundland and L abrador
Medical School where they have teaching and research commitments and are designated geographic

full time (“GFT”). GFT salaried physicians provide a reduced level of patient care services, and
therefore receive a maximum of 80% of the established salary scale. 1n addition, the payment of the
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retention bonusto GFT physiciansis prorated at the same percentage as the applicable proration of
salary.

Government proposes continuing the existing prorating of the salaried physician retention bonus for
GFT designated physicians. There is no estimate of cost for the NLMA proposal.

The NLMA submitsthat thereisno rational basisto prorate the retention bonus, which ispaid as an
incentiveto attract physiciansto the province. The full amount of the retention bonus should be paid
whether the physician works on afull time or part time basis.

TheBoard agreeswiththe NLMA position that the retention bonus not be prorated. These positions
areessential and the need to recognize these physician resourcesrequiresthe elimination of proration.

Feefor Service Billingsfor Salaried Physicians

TheNLMA submitsthat salaried physicians should be permitted to bill for servicesoutside of regular
duties. A reasonable ceiling would be $30,000. In New Brunswick salaried physicians are allowed
to bill on afee for service base with a ceiling of $40,000.

Government submitsthat the situation in this Province is not comparable to New Brunswick, where
salaried physicians are permitted to provide fee for servicesin private practice clinics outside regular
working hours. Government objects to salaried physicians being permitted to bill on a FFS basis.
Government also submits thisissue is outside the jurisdiction of the Board, as discussed above.

The Board has decided not to order a defined work week. The issue of FFS billings by salaried
physicians is connected to the issue of the defined work week. Therefore, there is no order by the
Board that salaried physicians be permitted to hill FFS.

C. General and Other Issues

Recognition of “On Call”

“On call” refersto amethod by which physicians provide services to the general population, which
may be for adiscipline, aregion or period of time, for example, services to patients who present to
an emergency department.

Government proposes auniversal “on call” payment policy with application of provincia standards,
and that the“on call” budget be capped at $9.5 million annually. Therateswould be adjusted to stay
within the capped budget. Nova Scotia and Prince Edward Island, at present, compensate only
specidists.  The Government estimates current “on call” payments to be $4.5 million. Current
paymentsare site specific and are paid to salaried physicianswho provide servicesat their ownfacility
in excess of onein threefor specialists and for one in four for GPs. The payments proposed for “on
call” shifts are $20 per hour for GPs and $25 per hour for specialists. This amount recognizes the
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inconvenience to a physician who is required to remain available to respond to calls. Government
submits that these rates mean an average “on call” payment of $194 per day, which is in excess of
rates in the Maritime provinces. The “on call” policy would not be retroactive to October 1, 2002.
The significantly different eligibility requirements mean there would be overwhelming logistical and
administrative hurdles to make the policy retroactive.

TheNLMA proposesthat all physicianswho provide“oncall” coveragewould receive compensation.
The paymentsrecognize therestriction onthe life of aphysicianwhois“oncall”. Thereisaneed for
a clearly defined “on call” policy. The NLMA agrees with Government’s proposed hourly rate,
subject to clarification of coverage and assuming the rate is retroactive to October 1, 2002. The
NLMA also proposes that there be a call back fee of $250 per episode.

The parties do not dispute the proposed hourly rates for “on call” shifts of $20 for GPs and $25 for
specidlists. The Board agrees with therates proposed. The partiesdisagree asto the effective date.
Other increases provided by this Agreement take effect in full or in part on October 1, 2002. Any
administrative difficulties should not operate to penalize physicians who provide this important
service. The Board finds that the new rates shall come into effect on October 1, 2002. The Board
does not agree with payment of a call back fee, given that alternate compensation is available.

Representation of “Public Health Specialists’

Public health is considered an area of practice that is a clinical speciaty. There are 7.5 approved
positions of medical officer of health in the Province of which 5 positions are filled. The medical
officer of health is employed by a Health Board. There is also a director of disease control and
epidemiology, who provides services on a provincia level to the Department of Health and
Community Services. Thereisno direct reporting relationship between the medical officersof health
and the director of disease control and epidemiology.

Government proposes that these are management positions that should be excluded from
representation by the NLMA. These positions do not provide clinical services. The medical officer
of hedlth develops policy, is involved in executive decision making and performs management
functions. Withinthe health boardsthese are senior management rolessimilar to themedical director,
who isconsidered to be management. The medical officer of health for the Health Care Corporation
of St. John's attends management meetings and is currently excluded from those meetings for
discussion of issues of negotiations with physicians. With respect to the medical officers of health,
organizational charts were entered into evidence showing the structure of various Health Boards.
For some Health Boards, position descriptions were approved. At the provincial level, the director
provides policy advice to Government and directs a staff of seven. There is no approved position
description for this position. A draft position description was provided to the incumbent currently
occupying the positionin January, 2003, prior to thearbitration hearing, and the incumbent responded
that the position description contained inaccuracies and further time was needed to review it.
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The NLMA objects to Government’s proposal. These positions were always represented by the
NLMA. There was no reason to exclude the positions from representation. They are not
management positions. Their role is consultative in clinical medicine. The usual tests applied by
Labour Relations Boards to determine managerial exclusions do not indicate the positions ought to
be excluded. They do not exercise effective control over other physicians. Even if the positionsare
management positions there is no reason to exclude them from representation by the NLMA. The
Government’s analysis is based on the assumption that the NLMA is atrade union, however this
assumption is erroneous and the analysis is not correct.

The Board finds that to apply the usual tests applied to determine management exclusions under
traditional labour relations principles would not be the appropriate analysis. It is appropriate to
consider the exercise of management functions in relation to other physicians. However, these
positions do not exercise effective control over the economic lives of other physicians. The NLMA
may continue to represent these positions.

Schedule of Dishursements

The schedule of disbursements refersto the allocation of expensesto various items in the physician
servicesbudget. Thisislisted under part D below “Amount to be Allocated to the Physician Services
Budget”.

Maternity L eave and Benefits

The NLMA submits that about 30% of physicians in Canada are women. In Newfoundland and
Labrador there are about 254 female physiciansincluding 106 holding salaried positions. TheNLMA
proposes that maternity leave provisions should be adequate to attract female physicians to remain
within the profession. The NLMA proposes that the amount of $1,500 per week be paid for
maternity leave benefits for 26 weeks. The estimated cost is $600,000. In Nova Scotia there is
currently paid maternity leavethat isfunded through amember benefit fund administered by the Nova
Scotia Medical Society. In New Brunswick there is a “top up” of maternity leave employment
insurance benefits to 75% salary.

Government does not accept the proposal for paid maternity leave. Government agreesto increase
the length of unpaid maternity leave for salaried physicians to 52 weeks. FFS physicians are
independent business owners/operatorsfor whichthereisno employer obligation and no basisfor the
“earning” of amaternity leave benefit. Thereiscurrently no paid maternity leavefor any Government
employee and to provide paid maternity leave for physicians would be without precedent in the
Province. Salaried physicians would be eligible for unpaid maternity leave and would be eligible to
receive El benefits.

The Board finds that an award of paid maternity leave would be inconsistent with appropriate
comparators. The Board does not find that such an award is necessary to meet any of the three
factorsin the Terms of Reference.
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Service Coverage

Government submits that service coverage is a critical issue. It is necessary to develop new
mechanisms to ensure that the current range of services will be continued. An attempt was madeto
address the issue in the MOU, but there was no means to enforce it. The Arbitration Board has
jurisdiction and the NLMA hasthe legidative authority to bargain on thisissue, as discussed above.
Government proposesthat physicianswho do not accept the service coverage commitment proposed
by Government, would not receive the increase in FFS payments set by the Arbitration Board. As
a result there would be a two tier system, with those physicians committing to service coverage
receiving the new rates and those physicians not committing to service coverage receiving the old
rates. Government provided several examples of lack of adequate service coverage, including
coverage for admissions to hospitals, escort duties and emergency departments. Government
provided a detailed proposal that would apply to all physicians and with details under headings
including factorsto consider, physician resource plan, operationa schedules for the comprehensive
range of services, dispute resolution, period of notification for decreases in existing service levels,
non-conformance to service agreement, general practice, and specialty services.

The NLMA submits that the Board does not have jurisdiction to address the issue of service
coverage, as discussed above. With respect to the merits of the proposal, the NLMA submits that
Government’s proposal should be rejected because it contains too many uncertainties.

Government has an obligation to meet the conditions under the Canada Health Act for federal
funding. It seeks a service commitment in writing from physicians that may be enforced by
establishing a two tier payment system, with the effect that the new rates will not be paid to
physicians who do not provide the service coverage required. Government has not established the
necessity for this approach. However, the principle of service coverageisimportant and needsto be
promoted. TheNLMA hasthe authority to negotiate service commitmentsand to enforcesuchterms
as acondition of membershipinthe NLMA. TheBoard findsit appropriate to order continuation of
the statement of principle as set out in the MOU, as follows:

Physicians commit to provide, in accordance with the negotiated fee schedule/salary
rates, the insured services which have been traditionally funded through MCP and
which the public might reasonably expect to be available, subject to resource and skill
limitations.

The Board orders that the parties establish a Service Coverage Committee to be chaired by a
representative of Government and with two members appointed by each of the parties, with a
mandate to review and report to the parties any service coverage issues and to recommend theterms
of any physician service commitments, which may be implemented subject to the approval of both
parties.



After Hours Coverage - St. John's

Government proposed allocating $1 million for the development and implementation of after hours
emergency coverage in St. John’s. The NLMA does not oppose Government’s proposal provided
that the allocation commences October 1, 2002 and is intended exclusively for physicians

compensation.

The Board accepts Government’ s proposal. However, the funding should be applied retroactive to

October 1, 2002 to be consistent with other terms of this Agreement.

D. Amount to be Allocated to the Physician Services Budget

The total amount added to the physician services budget is $54,194,373 allocated as follows:

Time Table of Budget Allocations

Year 1 Year 2 Year 3
October 1, 2002 October 1, 2003 October 1, 2004
Fee-for-service
FFS Parity increase 15,820,000 3,970,000 4,130,000
90%, 92.5%, 95%
FFS general increase 2,040,000 4,150,000 4,270,000
1.5%, 3%, 3%
FFS Parity - surgical 40,000
premium
ER adjustments 873,941 1,747,882
Specialty Corrections 2,000,000
After hours coverage St. 1,000,000
John's
Salary
Increases to salary scales 3,414,000 2,133,000 2,133,000
Oncol ogy 690,000
Increase in locum rates 347,800 217,375 217,375
General
On-call 5,000,000
Total 29,225,741 14,218,257 10,750,375
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Summary

Feefor Service lssues

Basic Fee Increases

Fee for service compensation to be adjusted for all affected physician groups, to increase
compensation, where appropriate, to 90% parity inyear 1, 92.5% parity in year 2 and 95% parity in
year 3. All physician groupsto receive agenera increase of 1.5% inyear 1, 3% inyear 2 and 3% in
year 3, compounded annually. Parity is determined from the parity review exercise completed by
John Tarrel, actuary.

Emergency Care Service Increases

Emergency care rates for category A facilities shall be $88.67 and $104 as of October 1, 2002 and
$125 as of October 1, 2003. There isno order for premium for nights and weekends.

General Sessional Rate | ncreases

Thereisno order by the Board. Any adjustment of sessional ratesisto be done as part of the micro
alocation process and is outside the jurisdiction of the Board.

Locum Tenens Rate I ncreases
The locum rate shall be increased by an amount that is proportionate to the increases to salaried

physicians, i.e. 8% inyear 1, 5% inyear 2 and 5% in year 3, not compounded. The locum rates will
be as follows:

Current Year 1 Year 2 Year 3
October 1, 2002 | October 1, 2003 | October 1, 2004
General Practice 550 594 622 649
Specialists 650 702 735 767

Recognition of Professional Advice by Telephone

Thereisno order for compensationfor professional advice or servicesover thetelephone. TheBoard
does not have authority to grant an order that isin conflict with a Regulation.

Elimination of Capping and Thresholds

Global capping of the fee for service budget shall continue in effect. Any surplus or deficit in the
budget from year 1 (2002-2003) shall be carried forward to year 2 (2003-2004). At the end of year
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2, if there is an accumulated deficit, then the parties shall meet and decide on the allocation of the
deficit. Inthe absence of agreement within 90 days of year end, 50% of the accumulated deficit shall
be deducted from the FFS budget in year 3 and paymentsto FFS physicians discounted as required.
Any accumulated surplus at the end of year 2 should be carried forward to year 3 for the purpose of
calculating the accumulated deficit at the end of year 3. Disputes regarding calculation of the deficit
or surplus shall be resolved by arbitration under the Arbitration Act, RSNL 1990, c. A-14.

Individual income thresholds shall be eliminated.
Specialty Corrections

The amount of $2,000,000 shall be alocated commencing in year 2 to address disparities within
specidties. The alocation of this fund to specialist groups to resolve disparities shall be done by
agreement of the parties. The partiesshall formaspecialty correctionsfund committee. If the parties
do not agree on the allocation of all or any part of the fund allocated in the applicable year on or
before the last day of that year, that amount shall be added to the FFS budget for that year.

Deficit Recovery

The Board does not have jurisdiction to adjudicate the amount of the deficit accumulated during the
period of theMOU. The Board doesnot make any order to deduct from the FFS budget the amount
of the deficit claimed by Government. This finding does not interfere with any right held by
Government to collect the amount it claimsis owing.

Salary Physician | ssues

Basic Compensation Increases

Basic compensation increases shall be 8% inyear 1, 5% in year 2 and 5% in year 3 not compounded.
The total increase is $7,680,000. The increase is applied to the salary scales according to the
following tables:

General practice:

Salary Range Step 1 Step 2 Step 3 Step 4 Step 5

Current 100,000 105,000 110,000 115,000 120,000
Year 1 108,000 113,400 115,500 120,750 126,000
Year 2 113,000 118,650 124,300 129,950 135,600
Year 3 118,000 123,900 129,800 135,700 141,600
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Specialists
Salary Range Step 1 Step 2 Step 3 Step 4 Step 5
Current 120,000 126,000 132,000 138,000 144,000
Year 1 126,000 132,300 138,600 144,900 151,200
Year 2 135,600 142,380 149,160 155,940 162,720
Year 3 141,600 148,680 155,760 162,840 169,920

Defined Work Week
Thereis no order for a defined work week.
Compensation for Additional Workload

The current policy shall continue with the effect that one half of the salary of the vacant salaried
position will be paid to the remaining physicians who take on the additional work.

Critical Escort Duty

The hourly rate shall be increased to $73 as proposed by Government.

Clinical Administrative Benefit

The administrative benefit will continue to be tied to the position as per current policy.

Oncology Stipends

The total amount of salary, stipend and retention bonus paid to oncologists shall be the amount as
proposed by Government adjusted by adding the additional 3% salary increase (8% in year 1

compared to Government’ s 5% proposal) and an additional $10,000 stipend per year added at each
step of the scale. The scale for salary, stipend and retention bonus shall be as follows:

Step 1 Step 2 Step 3 Step 4 Step 5

Oct. 1, 2002 183,600 200,330 214,560 221,040 227,520

Oct. 1, 2003 189,600 206,630 221,160 227,940 234,720

Oct. 1, 2004 195,600 212,930 227,760 234,540 241,920
Compensatory Leave

Compensatory leave will remain unchanged during the current agreement.
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Equity for GFT Bonuses

The proration of the retention bonus shall be eliminated with the effect that GFT salaried physicians
will receive the full amount of the retention bonus.

Feefor Service Billingsfor Salaried Physicians
Salaried physicians shall not be permitted to bill FFS.

General and Other Issues

Recognition of “On Call”

The new hourly ratesfor “on call” shifts of $20 for GPs and $25 for specialists shall be implemented
effective October 1, 2002. There isno order for a callback fee.

Representation of “Public Health Specialists’

The NLMA may continue to represent the positions of medical officer of health and director of
disease control and epidemiology.

Maternity L eave and Benefits
There isno order for paid maternity leave.
Service Coverage
The parties shall comply with the following statement of principle:
Physicians commit to provide, in accordance with the negotiated fee schedule/saary
rates, the insured services which have been traditionally funded through MCP and
which the public might reasonably expect to be available, subject to resource and skill
limitations.
The parties shall establish a Service Coverage Committee to review and report to the parties any
service coverage issues and to recommend the terms of any physician service commitments, which
may be implemented subject to the approval of both parties.

After Hours Coverage - St. John's

Government shall allocate $1 million for the development and implementation of after hours
emergency coverage in St. John's, with the amount to be alocated in year 1.
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Amount to be Allocated to the Physician Services Budget

The total amount to be allocated to the physician services budget is $54,194,373. The amount
allocated in year 1 is $29,225,741, in year 2 is $14,218,257, and in year 3 is $10,750,375. The
particulars of the allocations are set out in the Award.

The Board retains jurisdiction for a period of 60 days from the date of the Award to correct any

clerical error or in the event the parties do not agree on the interpretation or implementation of the
Award.

DATED this 15" day of April, 2003.



