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AREAS OF DISCUSSION



Marketplace Trends



Regulatory Requirements



Compensation Models Then and Now



Value-Based Compensation
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Trends in Physician Compensation



Performance Based Incentive Plans are on the rise. 



They are used by:



92% of Groups Practices,



63% of Hospitals, and 



67% of Integrated Health Systems



But, Productivity remains the most common method of 

compensation 
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What Constitutes a Good Compensation Plan?



Comply with complex regulatory requirements



Comply with strategic business decisions



Be competitive based on physician labor market



Promote physician satisfaction



Incentivize/motivate physicians



Match the services provided



Be simple and easy to manage



Match resources of the FQHC
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REGULATORY REQUIREMENTS
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How does compensation fit into the regulatory 

framework?



The federal regulatory requirements center primarily 

around 3 statutes:



Anti-kickback Statute



Physician Anti-Referral (Stark Law)



Tax-exempt Organization Law

29 Dowlin Forge Road  



Exton, PA 19341  



ph.:  (610 423-4200 )

www.rhoads-sinon.com


Microsoft_PowerPoint_Slide5.sldx
How does compensation fit into the regulatory framework?

The federal regulatory requirements center primarily around 3 statutes:

Anti-kickback Statute

Physician Anti-Referral (Stark Law)

Tax-exempt Organization Law

29 Dowlin Forge Road    Exton, PA 19341    ph.:  (610 423-4200 )

www.rhoads-sinon.com









‹#›

© 2016 Rhoads & Sinon LLP. All Rights Reserved.

image3.png

Stark Law

Stark probibis:

The statute is 5o broad that it covers nearly any
physican-hospial ortangement. Therelore, & criical
tha arangement meets one of the Stark exceglions.

+ Common exceptions include: employment. personal
Services contracls; leases; el







image4.png







image1.png

RHOADS & SINON we






image2.png









Hos doe compessason i sto e seglzoy
S

P P ——

[—

> Fayscin A Referl Gk L

[E—






image7.emf
7

© 2016 Rhoads & Sinon LLP. All Rights Reserved.

Anti-Kickback Statute



Criminal offense 



to knowingly and willfully 



solicit, receive, offer, or pay any remuneration 



to induce referrals of items or services 



paid for by a federal health care program



Government must prove intent to induce referrals



The Statute is violated even if one purpose of remuneration paid 

under a business arrangement is to induce referrals



Violation of Anti-kickback = violation of False Claims Act
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The Anti-Kickback Safe Harbor: Bona Fide Employment Safe 

Harbor



Any amount paid by an employer to an employee (who has a 

bona fide employment relationship with such employer) for 

employment in the provision of covered items or services is not 

considered remuneration



What is “bona fide employment”?



W-2 employee for tax purposes



No FMV required
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Stark Anti-Referral Law



Prohibits a physician 



from making referrals 



for “designated health services” 



to an entity with which physician (or immediate family member) 

has a direct or indirect financial relationship, unless a specific 

statutory exception applies
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Stark Anti-Referral Law



What is a Financial Relationship?



Any direct or indirect ownership or investment in an entity 

furnishing DHS, OR 



A compensation arrangement with an entity furnishing DHS



Financial arrangement is protected if activity falls within an 

exception
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Stark Exception: Bona Fide Employment 



Employment is for identifiable services;



Amount of compensation is consistent with fair market 

value for the services;



Compensation is not determined in a manner that takes 

into account (directly or indirectly) the volume or 

value of any referrals by referring physician; and



Agreement is commercially reasonable (even if no 

referrals)
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How to Determine Fair Market Value?



Identify comparable data that reflects the services 

performed



CMS states:  “Reference to multiple, objective, 

independently published salary surveys remains a 

prudent practice for evaluating FMV.”
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Federally Tax Exempt Organizations 



No Private Inurement



No part of net earnings or other charitable assets of a Section 

501(c)(3) organization may inure to the benefit of any private 

shareholder or individual



No “de minimis” exception



Total compensation package for physician services must be 

reasonable for the geographic market and physician specialty



Total Compensation = salary, bonus, fringe benefits and other 

forms of compensation



Benchmark physician compensation using comparable information
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PHYSICIAN COMPENSATION

IN A FQHC AND OTHER 

PRACTICE SETTINGS THEN AND 

NOW

29 Dowlin Forge Road  



Exton, PA 19341  



ph.:  (610 423-4200 )

www.rhoads-sinon.com


Microsoft_PowerPoint_Slide13.sldx
Physician Compensation
IN A FQHC and other practice settings Then and Now

29 Dowlin Forge Road    Exton, PA 19341    ph.:  (610 423-4200 )

www.rhoads-sinon.com





‹#›

© 2016 Rhoads & Sinon LLP. All Rights Reserved.

image1.png

RHOADS & SINON we






image2.png









PHYSICIAN COMPENSATION
IN A FQHC AND OTHER
PRACTICE SETTINGS THEN AND
Now.






image15.emf
15

© 2016 Rhoads & Sinon LLP. All Rights Reserved.

What do we know about Physician Compensation?



In the past……



Physicians paid a straight salary



Plus a Productivity Bonus

–

Based on meeting a threshold of collected revenue or RVUs



Paid for other responsibilities

–

Medical directorships

–

Non-clinical activities

–

Supervision of ancillary providers
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What do we know about Physician Compensation?



But, “The times they are a changin…..”



No more SGR



The health care environment now includes: 

–

PCMH (Patient Centered Medical Homes)

–

ACOs (Accountable Care Organizations)

–

EHR Incentive Payments

–

PQRS (Physician Quality Reporting System)

–

VBPM (Value-based Payment Modifiers)
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What do we know about Physician Compensation?



What is the Common Denominator?



All require reporting of quality measures



Intent is to decrease the cost of health care



Affects reimbursement by Medicare/Medicaid and private payors



All are value-based risk sharing arrangements



A FQHC is unable to participate in many of these 

arrangements. 
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What do we know about Physician Compensation in a 

FQHC?



No one size fits all



Despite reimbursements moving to a value-based 

methodology, not all FQHC may want to re-align 

compensation to meet that methodology



Why?

–

Money and Resources to participate in a PCMH, ACO, all 

which require EHR

–

Government payments to FQHC not based on quality measures



FQHC focus is on team collaboration so compensation 

must be fair/equitable and consistent among all physicians
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What do we know about Physician Compensation?



So how are physicians paid outside the FQHC landscape?



Base salary (to start), then move on to a productivity model



Productivity Bonus

–

Meeting RVU threshold



Meeting Quality Measures



Clinical Outcomes



Patient Satisfaction



Call Coverage



Administrative Services



But – All tied into Reimbursement by payors
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What do we know about Physician Compensation?



What Benefits do they Receive?



Medical Insurance (Individual or Family)



Dental Insurance



Vision Insurance



Life, Disability Insurance



Retirement Plan Contributions (subject to vesting)



PTO/CME Time
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What do we know about Physician Compensation?



Typical Business-Related Expenses:



Professional Liability Insurance:  occurrence vs. claim 

made coverage (tail?)



CME allotment



Professional membership dues; licensing/DEA fees, 

professional journals



Mobile phone/Internet allowance
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What do we know about Physician Compensation?



What other financial benefits do they receive?



Signing bonuses



Relocation expense reimbursement (up to $?)



Retention bonuses



Educational loan repayment assistance
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VALUE-BASED COMPENSATION
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What do we know about Value-Based Physician 

Compensation?



Value-Based Reimbursements Will Determine     

Physician Compensation in the Future



New Goals in Health Care 



Improved population health



Better patient engagement



Lower per capita cost



Compensation must reflect these goals



Challenge for FQHC because reimbursement is generally not 

value-based
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What do we know about Value-Based Physician 

Compensation?

Combination Approach to Compensation

in a Value-Based World
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What do we know about Value-Based Physician 

Compensation?



Salary



Fixed base salary

–

Provides security for the physician



Or, it may be an advance based upon collections, with quarterly 

reconciliations of collections vs. salary paid to date

–

Both parties assume risk



Yearly increases are based on meeting productivity targets – no 

change in base if within 10% of goal
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What do we know about Value-Based Physician 

Compensation?



Productivity Bonus



Rewards hard work/achievement



Directs physician’s behavior



Can be based on:



Gross charges/revenues (Not recommended)



Net collections



Patient encounters



RVU’s



Setting Productivity



Must meet a Minimum then entitled to a bonus for $/# above minimum



Must be attainable
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What do we know about Value-Based Physician 

Compensation?



Quality Measurements 



Performance Based Incentive Compensation



Tied into meeting goals re Quality of Care/Health Outcomes



Remember the Goals of both compensation models and value 

based reimbursements: to achieve quality objectives for the 

FQHC

–

Compensation is tied to the achievement of those outcomes

–

Value based compensation must be rolled out gradually, with 

considerable education prior to linking measurements with 

payment
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What do we know about Value-Based Physician 

Compensation?



Quality of Care Measurements: 

What a provider does to 

maintain/improve care, i.e.:



Are Immunizations up to date:

–

Childhood

–

Flu/Pneumonia



Patients receive health screenings per protocol:

–

Mammogram

–

Cervical cancer

–

Colorectal cancer

–

Weight

–

Tobacco use
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What do we know about Value-Based Physician 

Compensation?



Health Outcomes:  Evaluates patient’s health as a result of 

the care received



Is the patient’s medical condition under control? 

–

Diabetes:  

–

Hypertension

–

Depression

–

Asthma

–

COPD
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What do we know about Value-Based Physician 

Compensation?



Don’t forget other factors:  



Timeliness of EHR entries



Will the provider’s medical record documentation pass an audit



Patient satisfaction



Staff satisfaction



Leadership, citizenship
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What do we know about Value-Based Physician 

Compensation?

Steps in Designing a Value-Based Compensation 

System

1.

Articulate what you want the compensation system to 

accomplish.

2.

Look backwards to see how well the prior system 

accomplished the goals.

3.

Brainstorm how to better measure behavior that 

supports new goals.

4.

Reform the model until all are in agreement.

5.

Evaluate the effectiveness of the new system.
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A Good Compensation Plan must:



Work for all physicians



Clearly understood



Be equitable/fair:  define physician’s work



Data and contribution reliability



Promote trust among physicians



Promote incentives/objectives of the FQHC
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QUESTIONS?
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