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Background 

 
 

 Managed Physician networks 
 Currently involved in five Co-

management/Service Line agreements in 
Northern California 

 Around 80 Orthopaedic Surgeons 
 
 
 



Objectives: 
Co-Management  Agreements 

 
 What are they? 

 
 What’s involved in starting and running one at 

your hospital ? 
 
 What can be achieved ? 



Co-management Agreement 

 What are they? 
 

 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 



Co-management 

 
 Co-management agreements -often referred to 

as “Service Line Agreements”- continue to be 
more common in CA. 
 

 A popular way for Private Practice 
Orthopaedists to integrate with Hospitals, 
without becoming their employees 
 





11% for Ortho 





Reasons to Love Co-management 
Agreements 

 
 They are quality- and performance-driven 

 
 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 allows physicians to participate with minimal upfront 
investment. 
 
 



Co-management 

 
 Typically have fixed, plus incentive based 

compensation model 
 
 

 Typically contract term one to three years, 
renewed by mutual consent, compensation 
adjusted annually. 



Co-management Agreements 

 
 What are they? 

 
 What’s involved in starting and running one 

at your hospital ? 
 
 What can be achieved ? 



Co-Management 

 
 Need to have a group of Orthopaedic surgeons 

and a Hospital Group, willing to engage 
 

 Consultants, Attorneys, FMV evaluators 
 

 A negotiation process 



The Negotiating Team 



Co-management 

 
 
 Can’t be one sided 
 

 
 Both parties will see significant benefits if done 

correctly 



Collaborate 



Initial steps 

 
 Physician side 

 
 
 Hospital side  

 



Workplan 



Workplan 



Workplan 



Workplan 



Phases 

 Phase 1 
 From the initial concept to the signing of the co-

management contract 
 

 Phase 2 
 First year of operation 

 

 Phase 3 
 Beyond first year of Operation 

 
 



Phase I 
Physician Side 

 
 Come together as a group. 

 
 Decide on a steering committee/leadership 

structure 
 

 Form an LLC 
 
 
 



Phase I 
LLC formation 

 
 All physicians equal members 

 
 Typically 100% Physician owned 

 
 Relatively inexpensive to form 

 



LLC formation 



Legal Representation 



Phase I 
Management LLC 

 
 Funded by capital contributions from members- 

$2000 to $4000 per member 
 

 Operating agreement and corporate governance 
developed 
 

 Subscription agreement and offering deadline 
 
 



Phase I 
Management LLC 

 
 Needs a managing member-typically the lead 

physician 
 

 Needs administrator: approx $15,000 to $25,000 
per year 
 

 Insurance and ongoing legal costs: $5000 to 
$10,000 per year 



Phase I 
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 



Workplan 



Workplan 



Workplan 



Workplan 



Phase I 
Workplan 

 
 Sent to FMV firm 

 
 Hourly rate (range) determined by qualifications 

of Physicians 
 

 Re-evaluation by Hospital and Physicians 
 
 
 



Phase I 
Non-Compete 

 
 Typically a sticky issue 

 
 Unrealistic to expect no non-compete at all 

 
 Not usually an issue once the exact terms are 

understood 
 
 



Phase I 
Contract signed when: 

 
 Offering closed 

 
 Non-Compete Approved 

 
 Workplan Approved 

 
 



Phase II 
Structure 

 Management LLC 
 3 Board members, one of whom is President 

 
 Co-management Executive Board 

 6 Board members 
 3 surgeons 
 3 hospital representatives 
 
 



Structure 





Phase II 
Meeting Schedule 

 
 Typically monthly meetings 
 Set up subcommittees 

 Total Joint  
 Spine 
 Other 

 Establish Calendar 
 
 
 



Phase II 
Operations 

 
 Orthopaedic “Dashboard” established 

 
 Bonus criteria measured 

 
 Time Sheets submitted 



Phase II 
Operations 

 
 Monthly time sheets submitted to the hospital 

 
 Hospital billed monthly for 1/12 of total 

compensation 
 

 Yearly reconciliation of hours and payments 



Time Sheet 



Time Sheet 
drop-down menu 



Phase II 
LLC Staff, other services 

 Administrator 
 

 Insurance 
 

 Legal 
 

 Accounting 



Phase II 
Physician Compensation 

 
 Mix of Distributions and position payments 

 
 Commensurate with Surgeons level of 

participation in the LLC 
 

 Must not and cannot be tied to surgical volume 
alone  



LLC Distribution /Payment Structure 



Phase II 
Bonus measurement 

 Parameters measured in the last 3 months of the 
contract, but tracked monthly on Dashboard 
throughout the year 
 

 Can include 
 SCIP parameters  
 quality measures 
 Patient satisfaction 



Phase III 

 
 Contract re-negotiation 

 
 Set new goals 

 
 Determine bonus criteria 



Co-management 

 
 What are they? 

 
 What’s involved in starting and running one at 

your hospital ? 
 
 What can be achieved ? 







Phase III 

 New Ventures 
 
 Orthopaedic Institutes/Centers 

 
 Combined MRI / Surgicenters /Specialty Hospital 

 
 ACOs, bundled payment structures 



What can be achieved 

 Improved Quality of care / Patient experience 
 

 Reduce Costs to the Hospital 
 

 Improve Surgeon experience 
 

 Compensation for time spent assisting hospital 
improving the service line 
 
 



Thank You! 



Thank You 
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