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agreements

 Discuss the impact and uses, future directions
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History

 Started gaining popularity in mid 2000’s

 Became very popular in late 2000’s and continue 

to grow rapidly nationwide.



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



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



Co-management

 Typically have fixed, plus incentive based 

compensation model

 Typically contract term one to three years, 

renewed by mutual consent, compensation 

adjusted annually.
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Key Legal Issues 

 Federal Anti-Kickback Statute 

 Stark Law 

 Civil Monetary Penalty Statute 

 Tax Exempt Issues 

 Provider-based Status Rules 



Advisory Opinion 12-22



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 



Co-management Agreements

Formation of Comanagement 

agreements



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 



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

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



Phase II

Operations

 Orthopaedic “Dashboard” established

 Bonus criteria measured

 Time Sheets submitted



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 



Phase III

 Contract re-negotiation

 Set new goals

 Determine bonus criteria
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Possible applications

 Management of hospital processes

 Setting up audit programs 

 Design or oversight of a specific service 

line

 Enhancement of hospital services

 Determining capital and/or operating 

budgets



Exmple One

California Hospital



Quality and Service Metrics
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Quality and Service Metrics 
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Length of Stay
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Service Efficiency
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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
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Orthopedic Institute – Recognition 

Blue Distinction Center

Spine Surgery 

Knee and Hip Replacement

Healthgrades
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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



Future directions

 Orthopaedic Institutes/Centers

 Combined MRI / Surgicenters /Specialty Hospital

 ACOs, Bundled Payments



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 independent physicians to participate in an 

accountable value based system, with minimal upfront 

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


