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Disclosures
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Outline and Objectives

 The background environment

 Define co-management opportunities and where 

they fall in the alignment spectrum

 Discuss the legality of co-management 

agreements

 Discuss formation of Comanagement 

agreements

 Discuss mature co-management arrangements 

and future directions



Background Environment



Shift to Value based payments

 The current administration wants 30% of 

payments for traditional Medicare benefits to be 

tied to value based payment models such by the 

end of 2016. 

 The administration also has set a goal of hitting 

50% by the end of 2018.

HHS announcement Jan 2015



Needed for this to happen:

Physician Leaders !



Outline and Objectives

 The background environment

 Define co-management opportunities and where 

they fall in the alignment spectrum

 Discuss the legality of co-management 

agreements

 Discuss formation of Comanagement 

agreements

 Discuss mature co-management arrangements 

and future directions



Co-management

 Co-management agreements -often referred to 

as “Service Line Agreements”- continue to be 

more common nationwide.

 A popular way for Orthopaedists to integrate 

with Hospitals, without becoming their 

employees



History

 Started gaining popularity in mid 2000’s

 Became very popular in late 2000’s and continue 

to grow rapidly nationwide.



Co-management Agreement

 An agreement between a Hospital and a group 

of Orthopaedic Surgeons, to co-manage the 

Orthopaedic Service line at that Hospital 

 Physicians are compensated for their time spent 

assisting in the management of the service line



What can be achieved

 Improved Quality of care / lower cost

 Reduce Costs to the Hospital

 Improve Surgeon experience

 Compensation for time spent assisting hospital 

improving the service line



Co-management

 Typically have fixed, plus incentive based 

compensation model

 Typically contract term one to three years, 

renewed by mutual consent, compensation 

adjusted annually.



Compensation

 – Base fee – a fixed annual base fee that is consistent 

with the fair market value of the time and efforts 

participating physicians dedicate to the service line 

development, management, and oversight process 

 – “At risk” fee – a series of pre-determined payment 

amounts contingent on achievement of specified, 

mutually agreed, objectively measurable, program 

development, quality improvement and efficiency goals 



Alignment Models 

SG2:  2012



Alignment Models 

SG2:  2011



What about Risk?



BackWhat about Risk?ground

SG2

What about Risk?



Background

SG2

ASSUMPTON OF RISK

Comanagement



Outline and Objectives
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2011



Key Legal Issues 

 Federal Anti-Kickback Statute 

 Stark Law 

 Civil Monetary Penalty Statute 

 Tax Exempt Issues 

 Provider-based Status Rules 



OIG Advisory Opinion 12-22 

 On December 31, 2012, the OIG issued a 

favorable review of co-management 

arrangement between a rural hospital and 

18-member cardiology group 



Advisory Opinion 12-22



Key Concepts/Takeaways from 

AO 12-22 

 Base compensation on FMV for specifically defined set of 

services 

 Utilize specific and objective performance-based measures 

supported by nationally recognized standards 

 Compensation conditioned on physicians’ certification that 

downstream distribution of compensation will be pro rata based 

on ownership rather than individual participation in the 

arrangement 



Key Concepts/Takeaways from 

AO 12-22 

 Cost-savings through implementation of better 

management practices rather than 

limitations/restrictions on ability to request 

devices or address unique patient needs 

 Incentivize improvements, not the status quo 



Co-management Agreements

What’s involved in starting and 

running one at your hospital ?



Co-Management

 Need to have a group of Orthopaedic surgeons 

and a Hospital Group, willing to engage

 Consultants, Attorneys, FMV evaluators

 A negotiation process



Co-management

 Can’t be one sided

 Both parties will see significant benefits if done 

correctly



Initial steps

 Physician side

 Hospital side 



Workplan



Phase I

Physician Side

 Come together as a group.

 Decide on a steering committee/leadership 

structure

 Form an “entity” (LLC)



Phase I

LLC formation

 Typically all physicians equal members

 Typically 100% Physician owned

 Relatively inexpensive to form



Legal Representation



Management LLC

 Funded by capital contributions from members-

$2000 to $4000 per member

 Operating agreement and corporate governance 

developed

 Subscription agreement and offering deadline



Management LLC

 Needs a managing member-typically the lead 

physician

 Needs administrator

 Insurance and ongoing accounting and legal 

costs: $5000 to $10,000 per year



Hospital side

 Engage legal counsel to create Co-management 

Agreement

 Engage FMV firm, evaluate members of LLC

 Financial analysis of Orthopaedic Service line

 Draft Co-management agreement

 Negotiate with Physicians on services to be 

provided



Co-management Agreements

 Direct participation in development of clinical strategies, clinical care guidelines, and 

in-service education

 Operations management

 Medical technology evaluation

 Vendor selection

 Drug formulary assessment and management

 Direct participation in development/implementation of business plans

 Direct participation in capital/operating budget formation and review

 Physician recruiting, mentoring, specialized training

 Referral source development and management

 Measurement of patient satisfaction

 Development of clinical outreach programs



Workplan

 

 

 

 Co-Management Services Agreement - 1 

MANAGEMENT SERVICES  

 

Clinical Manager shall perform, and shall cause Participating Members to perform, the following 

Management Services:  

Management Services Estimated 

Physician 

Hours  

Estimated 

Payment 

Amount 

INITIAL ASSESSMENT & WORK PLAN 

Develop work plan for utilization of orthopedic services space. 10  

CLINICAL RELATED SERVICES 

Assist Hospital in the program development of a Level 2 Trauma Center.  100  

Participate in multi-disciplinary committee with mandate to optimize hip fracture 

care for the geriatric patient. (i.e. trauma committee approach) 

25  

Assist Hospital personnel in negotiating the selection of one implant vendor.  25  

Provide preceptorship hours for RN’s attending RNFA (Registered Nurse First 

Assistant) program.  

25  

Collaboratively identify with other clinicians clinical pathways that create a 

seamless care delivery process from PCP office through post-acute care. 

20  

Develop patient educational programs, and review and enhance existing patient 

educational programs as needed. 

20  

Evaluate, monitor, and make recommendations with respect to patient relations, 

satisfaction, and needs. 

10  

Provide administrative coordination of all daily patient care activities and identify 

methods to expedite patient intake and surgeon access. 

25  

Participate in staff training and development for all personnel involved in 

providing care to promote orthopedic specialization to improve patient care and 

outcomes for patients. 

25  

Collaboratively establish systems to support clinical excellence from pre- through 

post-op care (e.g., referral forms and communications, care pathways and 

guidelines, standardization of processes, equipment, and assessment tools, room 

turnover, bed utilization, etc.). 

25  

Collaborate in the development of an integrated and timely discharge process. 35  



Workplan

 

 

 

 Co-Management Services Agreement - 2 

Management Services Estimated 

Physician 

Hours  

Estimated 

Payment 

Amount 

Meet or exceed Hospital QI Targets and industry targets for orthopedic patients 

on SCIP-1, SCIP-2, SCIP-3, VTE-1, and CARD-2 and Foley Catheter 

20  

Assist with block time scheduling, back to back cases, marking surgical site in 

fifteen (20) minutes before first-case start and similar future quality indicators 

measured by individual orthopedic provider and others as indentified. 

15  

Participate as a member of a block scheduling process improvement team. 25  

Achieve and maintain target post-operative complication rates and other mortality 

and morbidity indicators. 

15  

 

 

Develop and implement a strategic operational assessment plan.   15  

Develop and manage steering committees and assist in the management of 

specific operational processes within the Service Line. 

25  

Support the Service Line in a manner that results in appropriate revenue tracking 

and maintain quality standards. 

15  

Target expense reduction while maintaining benchmark quality standards. 20  

 Provide input with the strategic, financial, and operational planning for future 

services as well as the development and operation of capital and operating 

budgets.   

20  

Assist in marketing and guest relations efforts by developing an annual marketing 

plan, associated budget and tactical plans, and working with both the Service 

Line Administrator and assigned marketing personnel to support activities. 

15  

Assist in marketing and guest relations efforts by actively participating in 

Hospital activities to brand/enhance relationships. 

15  

Assist in marketing and guest relations efforts by assisting Hospital routinely on 

evaluating new concepts and programs (which may include travel) as necessary. 

15  

Assist in marketing and guest relations efforts by assisting in development of 

concierge programs and protocols in response to clinical best practices and 

quality programs of third-party payors, including Medicare and Medicaid. 

10  

Co-manage growth in market share of orthopedic service line. 25  



Workplan

 

 

 

 Co-Management Services Agreement - 4 

Management Services Estimated 

Physician 

Hours  

Estimated 

Payment 

Amount 

Assist in the implementation and management of budgets by managing 

productivity levels in accordance with budgetary parameters and performance 

targets. 

10  

Assist in the implementation and management of budgets by overseeing 

utilization management activities in Orthopedic Service Line clinical areas 

including OT & PT. 

25  

Monitor and make recommendations regarding changes in Service Line policies 

and procedures, including developing and monitoring mutually agreed upon 

quality metrics. 

15  

Monitor and make recommendations regarding changes in Service Line policies 

and procedures, including developing clinical performance targets, associated 

monitoring and quality improvement initiatives and monitoring outcomes and 

developing strategies to improve outcomes. 

15  

Monitor and make recommendations regarding changes in Service Line policies 

and procedures, including setting quality standards and guidelines for new 

technologies and procedures. 

15  

Assist Hospital in the development of provider and community relationships. 15  

Perform such other services related to the efficient and effective delivery of 

quality patient care by the Service Line as may be reasonably requested by 

Hospital. 

25  

Develop preventive medicine and rehabilitative programs to assist patients in 

achieving enhanced quality of life. 

20  

Provide a researcher to Hospital to track outcomes data for all orthopedic 

programs.   

20  

Support research and education in orthopedic services, including teaching of 

employees and community outreach programs. 

20  

Work to promote a climate in which physicians, administration, nursing and 

ancillary staff work together to form an organization adhering to the goals and the 

charitable mission of Hospital. 

25  

Develop methods and strategies to support program growth and quality, and to 

respond to improvements in medical practices, technological advances, 

reimbursement changes, and other environmental changes. 

25  



Workplan

 

 

 

 Co-Management Services Agreement - 5 

Management Services Estimated 

Physician 

Hours  

Estimated 

Payment 

Amount 

Collaborate with hospital on specific program development and enhancement in 

Orthopedic specialties.  

25  

Collaboratively consider marketplace business opportunities relative to 

orthopedics. 

20  

Collaboratively develop overall orthopedic and sub-specialty program strategy 

identifying benchmarks and goals. 

20  

TOTAL – ALL HOURS/PAYMENTS 1,050  



Workplan

 Sent to FMV firm

 Hourly rate (range) determined by qualifications 

of Physicians

 Re-evaluation by Hospital and Physicians



Contract signed when:

 Offering closed

 Non-Compete Approved

 Workplan Approved



Example Structure

 Management LLC

 3 Board members, one of whom is President

 Co-management Executive Board

 6 Board members

 3 surgeons

 3 hospital representatives



Meeting Schedule

 Typically monthly meetings

 Set up subcommittees

 Total Joint 

 Spine

 Other

 Establish Calendar



Operations

 Orthopaedic “Dashboard” established

 Bonus criteria measured

 Time Sheets submitted



Dashboard: example



Operations

 Monthly time sheets submitted to the hospital

 Hospital billed monthly for 1/12 of total 

compensation

 Yearly reconciliation of hours and payments



Physician Compensation

 Can be a Mix of Distributions and position 

payments or purely hourly 

 Position payments may be commensurate with 

surgeons level of participation in the LLC

 Must not and cannot be tied to surgical volume 

alone 



Bonus measurement

 Parameters are tracked monthly on Dashboard 

throughout the year

 Can include

 SCIP parameters 

 quality measures

 Patient satisfaction

 Operational efficiencies



Next

 Contract re-negotiation

 Set new goals

 Determine bonus criteria



Future directions

 Comanagement of Orthopaedic 

Institutes/Centers/Surgery Centers /Specialty 

Hospitals

 Involvement in ACOs, bundled payment structures

 Management, not just co-management



Reasons to Love Co-management 

Agreements

 They are quality- and performance-driven:  improve the care of 

patients and the physician experience

 They are acceptable legally, meeting all the restrictive covenants 

and regulations currently required.

 They build trust between physicians and hospital, as well as 

between physicians

 They allow physicians to participate in an accountable care 

setting with minimal risk and overall investment.



Thank You

Nicholas Colyvas MD

Golden Gate Sports Medicine and Orthopaedic Surgery
490 Post Street, #900

San Francisco

CA 94102

Nicholas.Colyvas@ucsf.edu



Example 1

 California Hospital



Quality and Service Metrics
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Quality and Service Metrics 
Spine Surgery
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Readmission Rate

0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

R
a
te

Spine Surgeries
Readmission Within 30 Days

Co-management Hospital- Orange



Readmission rate

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

30.00%

35.00%

40.00%

45.00%

50.00%

R
a
te

Hip Fracture 
Readmission Within 30 Days

Co-management Hospital



Length of Stay
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Service Efficiency
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Surgical Cases
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Affordability
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 Implant cost savings since programs have been 

initiated system wide:

 Spine = $470,000.00

 Total Joints= $955,532.52

Orthopaedic Implant costs





Orthopaedic Pavilion



Orthopaedic Pavilion



Orthopedic Institute – Recognition 

Blue Distinction Center

Spine Surgery 

Knee and Hip Replacement

Healthgrades

“ Five Star Recipient for Total Hip replacement” 2010, 
2011, 2012, 2013.

Aetna Institute of Quality 

Total Joint Replacement 

Spine Surgery 



Orthopedic Pavillion– Consumer Feedback

“A better staff could not be handpicked”

“I credit my swift recovery on my skilled surgeon and on the excellent care 

given from all of you.  You are most wonderful”

“Fantastic care and friendliness.  You spoil the patients.  Very special people”

“The high standard of care, acts of compassion and kindness were evident 

from the time I entered your floor to the time I left.  I have been fortunate 

to travel through the United States and other countries and I have never 

been surrounded by a collective group of people that truly care.”

“Everyone was extremely positive, competent and friendly.  I highly 

recommend this hospital”



Example 2



Tuscon Orthopaedic Institute



Tucson Orthopaedic Institute

 Thirty-five doctors own the co-management 

company, HMH Clinical Management, and two 

primary-care and two specialty-care physicians 

sit on its governing board.



HMH Clinical Management

 Ownership Breakdown: 

 The Tucson Orthopaedic Institute owns 45% 

 Tucson Medical Center owns 32.5% 

 Center for Neurosciences owns 22.5%. 



Tuscon Orthopaedic Institute

 Started Comanagement in 2008

 Resulted in $20 million savings over 4 yrs


