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On-call coverage payments to physicians: In the spotlight   ...continued from page 5

state specific methods for determining FMV. 
Although the Stark regulations may not be 
directly applicable to an on-call arrangement, 
they provide insight into what federal authori-
ties consider appropriate methods in determin-
ing FMV within the health care arena: 

	 We will continue to scrutinize the Fair 
Market Value of arrangements as Fair 
Market Value is an essential element of 
many exceptions. Reference to multiple, 
objective, independently published salary 
surveys remains a prudent practice for 
evaluating Fair Market Value. (Stark II, 
Phase III, Fed Reg Vol. 72, No. 171)

	 The methodology must exclude valuations 
where the parties to the transactions are at 
arm’s length but in a position to refer to 
one another. (Stark II, Phase II, Fed Reg 
Vol. 69, No. 59)

Based on the above regulatory language, refer-
ence to multiple, objective, independently 
published salary surveys and limited reliance 
on information produced from referral rela-
tionships should be guidelines in determining 
the FMV for on-call payments. 

Unfortunately, the market does not offer 
multiple surveys for on-call compensation, 
only the Sullivan Cotter survey. In addition, 
this survey data is based on referral relation-
ships. Therefore, it is prudent to look to other 
methods when determining the FMV for 
on-call compensation. The following discus-
sion addresses the pros and cons of the Sullivan 
Cotter survey, as well as alternative methodolo-
gies for determining on-call compensation.

Although relying on the Sullivan Cotter survey 
alone has its drawbacks, it does provide the 
most relevant data available. In addition, based 
on the experience and observations of a national 
health care valuation firm (VMG), the median 

per diem payment data for certain specialties, 
such as orthopedic surgery, are in line with 
FMV analyses for on-call coverage. Specifically, 
a review of the Sullivan Cotter survey data for 
orthopedic surgery on-call coverage compensa-
tion shows the median per diem payments 
for 2006, 2007 and 2008 were $975, $968, 
and $1,000, respectively. VMG has concluded 
similar results in valuing on-call arrangements 
in the orthopedic surgery specialty. However, it 
is important to note that a FMV analysis should 
consider additional valuation methods and 
other factors, such as the burden of on-call duty. 
For example, if an arrangement’s circumstances 
included an exceptionally poor payer mix or 
very low volume, market indications could 
warrant an adjustment up or down. 

Another issue with using the Sullivan Cotter 
survey is reliability. Specifically, of the 36 
reported specialties, two-thirds of those 
specialties have less than 20 respondents for 
on-call compensation. In addition, some 
specialties show questionable year-over-year 
growth, such as anesthesiology, which shows 
per diem median payments jumped 50%, from 
$500 to $750 in 2008; and gastroenterology, 
which shows per diem median payments rose 
42%, from $300 to $425 in 2008. Other red 
flags with certain data in the survey include 
the decrease of median per diem payments 
for specialties such as neurosurgery, which 
dropped 15% to $1,000, and psychiatry, 
which dropped 50% to $200 in 2008.

Fortunately, the Medical Group Management 
Association, a leading provider of health 
care survey data, is currently conducting 
an on-call compensation survey which is 
expected to be released in the Spring of 2009. 
Although survey data alone does not appear 
to be enough to fully support FMV payments 
for on-call coverage, considering two surveys 
will be a step in the right direction.

Alternatives for determining the FMV for 
on-call payments include adjusted locum 
tenens rates and beeper rates. The locum tenens 
approach provides a proxy for the cost of on-call 
coverage by adjusting a market locum tenens 
quote by an industry margin and patient con-
tact time. The beeper rate methodology is based 
on what a provider would earn, as a percent of 
base pay, for being on call. If conducted appro-
priately, this method can reference multiple 
surveys for the specialty and provide an on-call 
rate based on non-referring provider data.

Once the various market costs for on-call 
coverage are understood, it is important to show 
that the agreement terms and burden of on-call 
duty were considered in determining the on-call 
payments. This will document due diligence 
in ensuring that the organization considered 
regulatory guidance in its compliance policies.

Bottom line

If health care organizations are not careful in 
determining FMV compensation for on-call 
coverage, they risk being non-compliant with 
health care regulations. In addition, it is expected 
that authorities may start to pay more attention 
to these arrangements, because of their growth 
and FMV challenges. The critical components 
to compliance include understanding the recent 
OIG opinion when drafting on-call agreements, 
documenting factors to show the burden of 
on-call duty, and following the regulations that 
surround health care valuations. n

This article is not to be construed as legal advice; 
it is to provide insight to valuation guidelines 
related to FMV.
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