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Today’s Strategic
Imperatives

Service Quality
Clinical Quality

Retal Strategy & Readiness

Specialist of Choice

Hospital of Choice Access to
Capital

e Demonstrating
Market Quality
Manager

Drivers for Compensation
Review

« Budget Pressure

« Integration of practices

« Physician angst
- Perceived inequity (internal / external)
- Lack of control
- Operational barriers

« Administrative complexity

* etc.

Compensation Committee

Committee Composition

« Physicians: 2-4
- Respected opinion leaders
- Highly productive
o Administrative: 2-4
- Network Executive
- At least one from: CMO, CFO, HR etc.
» Others may participate on an as
needed basis
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Committee Considerations

d
« Identify non-compensation barriers to higher
productivity
« Identify meaningful expectations - productivity &
reporting
« Simplify

Assess rates - appropriate?
Refine/align the fixed/incentive ratio
« Implement a manageable framework
« Create a smooth transition

« Strive toward viability

Design Considerations

*Compensation redesign

Is, and is not...

« Not renegotiation of individual compensation
a substitute for active management
something that will yield immediate bottom line
provement
« Not re-surfacing of old politics
Not easy
Is opportunity to ensure equity among providers
s opportunity to align compensation with productivity

« |s opportunity to reset compensation expectations
(physician and administration)

+ Not
Not
im

.
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*Compensation Tenets

Attract and retain quality physicians while
providing internal equity (consistency)

Productivity or performance compensation
components must be based on factors that the
provider can directly impact

Provide personal productivity incentives
Promote organizational viability

Evolve with industry trends

Simple to understand
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Pro & Con of various models

+Pro: Replicates
+Pro: Tied to aspects of private
+Pro: Stability productivity practice
«Con: No «Con: Impacted by «Con: High level of
mechanism for  payer mix & “Con: Can be complexity
reward - pricing misunderstood | “Con: Creates
demotivator «Con: impacted by | ucon: Nodirect | Mistrust and
billing efficiency “Physician
Accountants”

. f . True
i o) @) fomie
-

+Pro: Replicates
private practice
«Con: Physicians
don't control all
aspects
“Con:Creates
“Physician

expense tie Accountants”
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*Compensation Model

Success Factors

1. Risk - variability
2. Physician Control
3. Timely Payout

4. Bottom Line Accountability /
Understanding - viability

There is no “perfect” model
Any Model/Framework can work in the right situation

With any approach, the parameters must be set appropriately
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Simplified RVU Model
ILllustration

Model Dynamics

Base

Prior Year total comp * Base %
Paid monthly/bi-weekly

Productivity

Unit * Rate
Reconciled against Base
paid Monthly

Quality/Other

Total

Unit * Rate or Base, whichever is
greater
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Model Dynamics
Yearly Illustration (75% Base)

d

Simplified year by year example
Year 1 Year 2 Year 3 Year 4

Prior Year Compensation
(Compensation Basis): $12,000 $15000 $14,000  $16,000

Base Compensation % 75% 75% 75% 75%
Annual Base Cx i $9,000 $11250 $10,500  $12,000

Moving Average Work RVUs 1,500 1,400 1,600 1,150
Rate per Work RVU $10 $10 $10 $10
Total Rate * RVU $15,000 $14,000 $16,000  $11,500

Less:Total Base Compensation Paid -$9,000 -$11,250 -$10,500 12,00
Addt’l Productivity Comp Earned. $6,000 $2,750 $5,500 -$500
Total Year End Compensation \S
(Basis for next year): $15,000  $14,000  $16,000 12,000,
e
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Model Dynamics
Monthly Illustration (75% Base)

<

Simplified month by month example
Month1 Month2 Month3 Month 4

Monthly Base Compensation $

$10,800 annually) $900 $900 $900 $900
WRVU 2 months prior 100 110 115 115
WRVU 1 month prior 110 115 115 100
Current Month wRVU 115 115 100 50
3 Month moving average 108.0 113.0 110.0 88.0
Multiplied by rate/RVU $10 $10 $10 $10
Comp Eamed $1,080  $1,130  $1,100

Less Base C ion Paid -$900 -$900 -$900
Additional Productivity
@ "

$180 $230 $200

Model Dynamics

Yearly Illustration (Declining % Base in transition)

Simplified year by year example

Year 1 Year 2 Year 3 Year 4
Prior Year Compensation
(Compensation, Basis): $12,000.....$15,000....$14,000__ $16,000

Base Compensation % 90% 80% 70% 50%
Annual Base C i $10,800  $12,000 _ $9,800 $8,000

Moving Average Work RVUs 1,500 1,400 1,600 1,400
Rate per Work RVU $10 $10 $10 $10
Total Rate * RVU, $15,000 $14,000 $16,000  $14,000

Less:Total Base Compensation Paid -$10,800 -$12,000 -$9,800  -$8,000
Addt’l Productivity Comp Eamed $4,200  $2,000 $6,200 $6,000

Total Year End Compensation
(Basis for next year): $15,000 $14,000 $16,000  $14,000

<
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Incorporating “Quality”

« Identify the “pool” dollars
- Ensure Total $$ are viable/reasonable
(Procuctivity $$ + “Quality” $9)
- Allocate those additional $$/wRVU upon
meeting the defined criteria

- Staff cost, quality metrics, etc

_.-
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Patient Satisfaction

Patient Satisfaction Survey Results: Hospital will develop an Ambulatory
Clinic-focused patient satisfaction survey instrument. While the survey
instrument may contai questians of nature, the
«questions for which physicians will receive scoring are specific to the care
and service provided by the physician, Patients will rank the physician on a
scale with the following increments: Strongly Agree, Agree, Disagree,
Strongly Disagree.

Specific Questions Used for Scoring
* [Provider] spent enough time with me during my visit/examination
= I understood the explanation of my care/llness as provided by
[Physician]
* [Physician] was friendiy/courteous during my viit,
* i would be comfortable recommending [Physician] to my friends and
Jamily for care.

Patient Satisfaction Measures |
Compliance Threshold ‘Quarterly Payment
0 Physician

Provider achieves a scare of 90% of '25% of the total
responses or greater indicating they Performance Pool
strongly agres or agree for the specific (81.00) per wRVU)

Provider achicves a score of 89% o lower | No addifional
payment
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Cost Containment

Labor Force Cost Containment: Establish a bascline support staf¥ cost per
WRVU. The GROUP must maintain support stafT cost (all non physician
Iabor expense) below the identified threshold. (Staff cost per WRVU ratio
will be established in advance based upon an agreed upon rate as identified
within the annual budget)

Labor Force Cost Containment
Compliance Threshold Quarterly Payment to

Group
Achieves a stall cosywRVU which is | 25% of the total
below the specified threshold Performance Pool ($1.00
per wRVU)
| Group achieves a staff cosywRVU ratio | No additional payment
|_which is above the budget threshold
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PQRS or Payer Incentives

CMS
Compliance Threshold Quarterly Payment to
Physicians

Achieves a score of 100% 50% of the total Performance

i Pool ($2.00 per wRVU)
Provider achieves a score lower than | No additional payment
100%

22

_.

Productivity vs. Quality

They are complimentary

Full Emphasis on Productivity

Equal Emphasis on Productivity & Quality

ensation ($20/WRVU)
50% on quality* ($10/wRVU)

* distribution based on meeting quality metrics

Higher Emphasis on Quality

Total §5 available for compensation ($20/wRVU)
productivity ($5/wRVU) | 75% on quality* ($15/wRVU)

* distribution based on meeting quality metrics.

23
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Survey Data
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Industry Surveys

<
Voluntary
Sampling of Participation
Successful
Practices
We must keep .
sight of ‘ Subject to
Contributor
Current Practice M= RIS
& System
Realities
An integrated | each table is an
perspective Individual
between tables| 1 st ]
1
1
.The “Answer’, requiring no further investigation ‘when used appropriately

Compensation Benchmarks
Real world scenario

Scenario: A cardiologist who wants to become
employed. His wRVU productivity is 18,400 = 90th
%tile. You want to compensate at a fair rate.

What rate/RVU should be paid?

Summary of MGMA Compensaiton & Production Survey:

Cardiology: Invasive-Interventiona.

[ MGMA Table # [ 25en seiie Median 75t stile | soen seate |
Work RVU (20.1) 8,148 10,224 13,852 18,316
Compensation (1.1} $389,211| $497,500] $639,965 $811,697
Compensation/wRVU (22.1) $39) 549 $58 $71
Reprinted vith penmission from the Medical Group Management Associalion, 104 lnverness Terrace Easl, Englewood,
Colorado 80112. 877.ASK MGMA. awst.mama.com._Copyright 201
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Compensation Benchmarks
Real world scenario

Summary of MGMA Compensaiton & Production Survey:

Cardiology: Invasive-Interventional

T . T T T |
Work RVU (20.1) 8,146 10,224 13,852 18,316
Compensation (1.1) $389,211| $497,500] 639,965 811,697
Compensat ion/wRVU_(22.1) 539 549 558 571

Reprinted with permission from e Medical Group Management Association, 104 Inverness Terrace East,
Englewood, Colorado 80112, 877.ASK MGMA.  www.mgma.com. Copyright 2010,

If incorrectly applied, the costs can be significant

a) $71 or > ($1.3MM, $500k above 90th Y%tile)

b) $55 to $60 ($58 results in $1.07MM, $255k above 90th %tile
c) $45 to $50 ($50 results in $920K, $108K above 90th %tile)
d) < $45 yields comp right at 90th%tile

_.-
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Compensation Benchmarks
Real world scenario

Summary of MGMA Compensaiton & Production Survey:
Card)cluﬂf‘/: Invasive-Interventiona.

MGMA Table # | Median 75k stile | S0tk stile |
Work RVU (20.1) 8,146 10,224 13,852 18,316
Compensation (1.1) $389,211] $497,500] $639,965 $811,697
Compensation/wRVU (22.1) $39 $49] $58 $71
Repined withprnison fom e edieal Group Vanagement FSsocaton, 108 eiess Terace £2s. Engevood
Colorado 80112. 877.ASK.MGVA. wwwmama.com. Copyright
Identify what the practice actually achieved
(Based on earnings statements and RVU productivity)
*RVU Productivity = 18,400
*Compensation (from W-2 or K-1) = $600,000
*Compensation achieved from the practice = $33 / wRVU

28

Compensation Benchmarks
Real world scenario

Summary of MGMA Compensaiton & Production Survey:
Cardiology: Invasive-Interventional

[ MGMA Table # [ 25tn stite | weaian | 7stn stile | soen stile |
Work RVU (20.1) 8,146 10,224 13,852 18,316
Compensation (1.1) $389,211| $497,500] $639,965 811,697

Compensation/wRVU (22.1) $39) 549 $58 $71
Reprinted wilh permission from the Medical Group Management Association, 104 Inverness Terrace East, Englewood,
Colorado 80112. 877.ASK.MGMA. www.mgma.com. Copyright 2010

* Data elements are independent survey elements!

* 90th %tile compensation doesn't mean the compensation of physicians
who have RVU productivity at the 90th %tile

* Ratio tables (Compensation / wRVU) are never a good measure upon
which to base compensation.

* Competitive situations often demand a premium — Base the premium on
the correct benchmark
29

Integration & Transition
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Decile Plot - RVU vs. Comp

Private Multi-specialty Practices
<

Comp

Private practices - by definition break-even
All have advanced ancillary revenue (CT/MRI)

Decile Plot - RVU vs. Comp

Hospital Employed Practices
<

mp

Ay

Employed by Hospitals & Systems
Premiums due to:

strategic / competitive pressure
poor compensation design

The Devil is in the

The transition period will make or break the
compensation implementation

11
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Transition Challenges

« Standardizing on a new metric can
create unintended “bonuses”

» Wide variation in existing rates/wRVU

« Keeping the “right” group whole

« High producers with high rates/wRVU

« All politics become yours!

Transition Process

-

. Segment into productivity tiers
. Identify “equivalent” rates within each tier

. Starting with top tier, identify the rate that
achieves the objective (generally to keep them
whole)

4. Work backward through the tiers
. Look for “champions”

. Avoid payment tiers if possible, use tiers when
needed as a transition mechanism

w N

o v
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Segment into productivity tiers

Modoling

pC Sase Rate —
Comp__ry_fecem
Soocisty G023y "mesai § 31
1 Famiy Pracics (witx $ 315,064 11,325 1S 27.82
2 Famiy Practios (wits $ 266,250 8,759 1 S 30.40
3 Famay racaca wit § 250422 8031 5 2878
4 Famiy Practice (wity $ 267434 86451 $ 30.92
8 Fomiy Pracice wit § 268235 86211 S 3111
6 Famby Practics (wits $ 233,424 8,246 15 2831
7 Famiy Praction (witv $ 223098 8,083 15 27.60
8 Famiy Pracsca twitv § 227,530 7,933 162868
§ Famiy Practce (witv $ 218,203 7,709 §27.99,
10 Famiy Practice (wits $ 186950 7,395 $2528

24,683
(3,480)

339,786
262,770
261,07
259,480
258,623
247376
262,497
237,980
233,580
21809

s
s
10653 §
(7.954) §
(9511) §
13952 §
1939 §
10470 3
s

s

s

15,687
34,898

33 Famiy Procscs wiin S 93,874 3834 3849
34 Famy Pracson wits $ 159793 3822 §4181
36 Famy Pracice wits $ 136950 3529 § 3831
37 Fomiy Pracios wits $ 105395 3483 [5 3026
38 Famiy Pracics (witx $ BA268 3,443 5 20.48
30 Famby Pracos: Spor § 96,000 2,690 15 35.68
40 Famay Pracica (wifw § 60,008 2432 1S 24.68
42 Famby Prachce (witv $ 112024 198015 56.58
43 Famiy Procios (wit» $ 169,998 1891 |589.90
44 Famay Pracsca (wim $ 63,000 1761 1§ 35.77
45 Fomby Pracice (witx $ 28314 1,077 §2630

15015
114670
105,860 ©
104,496
103,283
0712

14670 145123 8
105,860 (31089 §

(52,631) §
13271) §
(10,161} §

3987 s

BEESEE8EBLEE BEBEEBEEES

3
$
s
s
s
s
$
s
s
B

uso1s s ghal
$
s
5
s
s
s
s
s
s
$

. Once rates are identified, address roll-in timing

4/27/2012
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Work down through tiers

<
[“Historical Compensation | Compensation Modeling
= ‘Equiv Rae
Pc MifEate  Teew)  Tem  Teo{vigulcom
comp W, a0
Specany 6608237 206824 e, 52000 $ $H R s .48
1y Pracsca i § SIS0 11335 S2787 1S TSI S, Sa8R s W10 S 36008 W
2 Famiy Pracace (wits § 266250 8759 $30.40 Ul A%y z ) 5219 »n
3 Famy Pracsca i § 250422 8703 $28.78 am 740578 260778 § 19356 n
 Famy Prasca it § 267434 8643 $ 3052 2648 $ 25 ! s 2
S FamyPracsco it § 28205 8621 $ 3111 se1 § 25, (901) 3t
© Famy Prcaca wis § 233424 8246 $2831 47 5 8206 524, 2.9 3
7 Famy Pacsca it § 223098 8083 $2750 208 § 8083 § 2 66 a3 n
& Famiy Pracice Wit § 227,510 7,533 $28.68 7533 ), 3 18,402 »
9 Forw Prcace (wih § 218293 7,299 52199 7m0 $23; 285 a
10 Famiy Pracsce (wit § 186950 7,395 52528 7395 $22185 $14790 'S 229244 azm93 »n
3 Farw Prcca i § 816 484 32049 : y 19m =
4 Farty Pracacn i § 19793 3822 § 4181 L l6a.235) =
35 Faty Prcsca win § 136350 3529 $3881 (a8.733) x
37 Famy Pracico i $ 108355 3483 $30.26 1 830 =
30 Famy Pracaca (i § BA208 3463 52448 ! 1800 =
9 Fary Prcace Ses § 95000 2690 S350 z ¢ anre0) x
40 Fam Pracsca i § 0008 2432 $2458 © 790 x
42 Famiy Pracsce (wits § 112,004 1,980 $56.58 b 62,530) £l
P 2
1761 Y 032

T ——

45 Famyy Prcaca (witv § 28314 1077 $26.30 (1.397)5 =

Successful Transition Takes
Time

<
May Jan Dec | Jan
12 =3 13 | 14
Shadowing for existing providers  Shadowing
Transition implementation for
existing providers Rl Transition to full implementation after 12
nih transition

Full implementation for
existing providers

Full Implementation
New providers receive income
guarantee (fixed base)
during 24 month start up
d

Halley
Consulting
Group

www.HalleyConsulting.com

To download additional materials:
Beckers-CHI.HalleyConsulting.com
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