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Goals

Review current state of the market
Employment and compensation models
Compensation valuation- FMV

New survey system for market valuation



The labor market for
Cardiothoracic Surgery



Cardiothoracic surgeon compensation levels
are not simply related to reimbursement.
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ImDalance In the labor market 1or
cardiothoracic surgery remains a strong driver
of compensation.
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The trend toward greater cardiothoracic
surgeon-hospital alignment continues.

' 54% in the 2010 survey.
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>76% cardiothoracic surgeons employed in ﬁ

2014 ﬁ

18% remain in private practice- down from




Transitioning through Co-management or
PSA entering late stage.
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All compensation models uniguely combine
common revenue sources.

/ Call coverage\
/ Advanced Care \
Practitioner supervision
/ Academic/Educational/Tesearch \
/ Medical Directorships \
/ Clinical Co-management/Service Line \
Management
o Professional Services N\




Most compensation models attempt to
match clinical productivity to compensation.

\
Guaranteed Guaranteed
Pure Productivity Base+Productivity Base+Other Guaranteed Salary
Bonus Bonus
J/




I'he wRVU- Induslry measure of clinical
productivity and common driver of
compensation.

11

Total-RVU = (WR\@CD + (peGPCI) +O
(MRVU x mGPCl) @

Geographic-Adjustment Factot



The Law, FMV and
compensation valuation



cucial iIaVv CUllou adlllo 11 jlialACL 1UILCS
establishing levels of physician
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compensation.
Federal Anti-kickback False Claims
Physician Self- Statute Act
Referral Law

Civil Criminal SRS
Strict liability Intent Civil/Criminal

Personal
Services safe
harbor

Stark/AKS
basis

Employment

exception
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11T TEyuiadluly rcyulicilicliits Ul llialicidl
relationships between physicians and
hospitals
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Taken from Star ké

AThe amount of the remunatation under the employment is -
(i) Consistent with e fair market valyke of the services; and
(énot determined in a manner that takes into

value of any referrals by th : [an.
(3) éQould be co er ci areférrals weee madetotheb | e e v

empl oyer . o
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FMV and CR are terms of art- their
meanings are specific and not intuitive.

Stark FMV definition

Arms-length negotiations
Well informed partiesénot in a position to

At the time of the agreement
Based upon comparable arrangements

FM ust contain evidence that the compensation
IS comparable to what is ordinarily paid for that

service in the location atissue




FMV and CR are terms of art- their
meanings are specific and not intuitive.

Would this particular arrangement make commercial sense in the
absence of referrals?

Based upon the specific terms and conditions of the subject
arrangement

Assesses the overall arrangement including qualitative elements- not
just the finances as in FMV

Strategy
Operations
Commercial Reasonableness analysis goes beyond FMV
+/ FMV is just one component of CR

N

—
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Valuation consultants calculate value of
professional services using three methods.

Income
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CMS supports the use of survey data for
FMV analysis.

St ar k, nNnPhase |11 0:

nNreference to multiple, ob]j
published salary surveys remains a prudent practice
for evalwuating fair mar ket

/2 F.R. 51015



The Market method using survey data
dominates FMV practice.

NSurvey Says?o0

How many wRVUSs last
year?

What wRVU percentile is
2 [

Find TC for that percentile

Find wRVU rate for that
percentile (CRM)

~._Pick from 4 or 5 to suit
needs
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Regulatory compliance case law- where the
Orubber meets the road

United States ex rel. Drakeford v. Tuomey Healthcare System (2014)- $237M
Hospital compliance officer (relator)
Stark/FCA physician compensation

United States ex rel. Baklid-Kunz v. Halifax Med. Center, et al (2014)- $85M
Michael Drakeford, MD (relator)
Stark/FCA physician compensation in excess of FMV

United States ex rel. Parikh v. Citizens Med. Ctr. (2015) $21.75M
Three former employed cardiologists
Stark/FCA
Used survey median as FMV; salaries'were still below national median



s, pr@blem: improper use
of survey data



Specialty 2007 2009 2010 2011 2013 2014
mm
e G oy | 082 | ous | oo | 0t | 057 | o5 | az | as | oz ]

Orthopedic surgery: general 0.31 0.31 0.34 0.33 0.35 0.51
Surgery: cardiovascular | 003 | 020 | 014 | 021 | 040 | 038 | 024 | 030 | 031

Surgﬂry,.r general 0.37 0.41 0.36 0.46 0.44 0.41

ooy nawoiogia | oas | oas | 056 | aw | oao | aer | 056 | 065 | o |
Sugeyiplastc | 011 | o024 | 0s | oa | ozr | 026 | os | o2r | om |
Swgon- v |05 | o1 | o8 | o | wer | o5 | aw | oas | om"
Otorinolaryngology | 039 | 039 | 042 | 036 | o045 | 046 | 08 | oar | o2z |
Uogy | 049 | oa1 | 005 | 048 | oes | 029 | 03 | 0a3 | o010 |
Weightod average | 035 | 039 | 03 | 030 | 040 | 04z | 03 | 040 | oar |
|

Correlation between Compensation and wRVU production for Cardiovascular Surgery over 9 years:

R-squared (mean) 0.24
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Exhih'rt 13. Cumpansaﬁun and Professional Collections

Specialty 2010 2011 2012 2013 2014 2015

Opthamoesy | 066 | 067 | 064 | 064 | 050 | a6 | 072 | o3 | 055
OsGgmes | 052 | 6s4 | 0% | o [ 0w | on | 0% | o5 | oo
oG vy | 610 | 0 | 085 [ om | om0 | oar | o | ow | os

Drthﬂpedlc surgery: general

Surgery: cardiovascular

Surgery: general ) .4 . . . ] . . .

Surgery neulogical | 062 | 069 | 060 | 051 | 050 | 051 | o4s | 050 | 031 |
Swgeryplesic | 056 | 051 | 058 | o4s | 069 | 065 | 068 | 063 | 04s |
Sugery vascular | 024 | 020 | 018 | 04 | 022 | o1 | ois | 081 | 020 |
Otorhinolaryngology | 064 | 065 | 066 | 074 | 073 | 070 | 068 | 080 | 045 |
Uoogy | 052 | o6t | 040 | 050 | 04z | 085 | 085 | 02 | 028 |
Weighted average | 051 | o047 | 047 | 046 | oav | oas | 042 | 030 | 03 |

Correlation between Compensation and Professional Collections for Cardiovascular Surgery over 9
years:

P.calitarad fmaan) O 21
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Exhibit 10. Compensation per wRVU Rates for Each Quartile of Production for Family Medicine
Physicians in the Physicians in the Physicians in the Physicians in the
Percentile of First Production Second Production  Third Production Fourth Production
Compensation Quartile Quartile Quartile Quartile

10th parcetis 20,47

Total compensation is highly variable at all levels of productivity- Interquartile Production Data



Exhibit 11. Dollar Variance Between the 10th and 90th Percentile
Compensation per wRVU Rates by Production Quartile

Physicians  Physiciansin  Physicians Physicians
in the First the Second in the Third in the Fourth
Production Production Production

Specialty Quartile Quartile Quartile

ssrs | sazes
§ [ntermalmedionergenersl | swa27 | sssas | ssm | sasz2
45,54
Cardiclogy: invasive-interventional m
Hospitalist: internal medicine
sar o7
$50.29 $58.61

Total compensation is highly variable at all levels of productivity- Interquartile Production Data
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survey data are
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Not random

and

Underpowered
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survey data are

Descriptiv
e
Statistics
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val Uatlt | Ull I ©cyguil I €© o
yet surveys report National and Regional
data.
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e /salution: better market

data



US Income distribution (2014)

10th 50th 90th 95th

Source: U.S. Census Bureau, Current Population Survey, 2015
Annual Social and Economic Supplement.
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ySIClan proauctuvity and compensation data
collection and analysis produce an inaccurate
standard.




