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MD Ranger is a benchmarking company that helps 
hospitals analyze, negotiate, and document physician 
contracting compliance through robust market data. 
Hospitals that use MD Ranger data within their physician 
contracting programs create a more efficient, cost-
effective way to establish FMV.

Forming a physician contracting compliance 
program from scratch or updating an existing 
contracting process can be daunting. We have 
compiled a list of key elements of a physician 
contracting compliance program to help  
ensure that your program is effective,  
without recreating the wheel.
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Key Elements of Physician Contracting Compliance Programs



Executive Oversight
It’s important to place a senior-level executive in charge of 
the physician contracting process. This individual should be 
accountable for both strategic and contractual decisions, as well as 
ensure that the day to day operations of the program run smoothly. 
This person should be responsible for reporting to both the CEO 
and Board of Directors regarding any physician compliance issues. 
Consider the following for oversight of your program:

•	 Carefully	consider	the	best	leader	to	fill	the	role.	Executives	or	
administrators we have seen perform particularly well in the role are:
—	Compliance	Officers
—	Chief	Finance	Officers
— Key attorneys or General Counsel 

• The executive’s responsibilities should include:
— Overall management of the program, as well as all physician contracting-related decisions
— Setting physician contract rates or rate guidelines
— Managing all exception requests
— Directing the staff who are responsible for day-to-day management (like a contracting director/manager) 

• Involve your compliance committee on a quarterly or half-yearly basis. Update them through:
— Discussing key contracts for renewal
— Additional requests for compensation not currently provided
— Total physician contract spending across the organization, highlighting trends
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Contract Management
If contract management isn’t rocket science, than why is it so hard 
for a hospital to get it right? Given average amounts of physician 
contract volume, combined with hospitals’ resource constraints, it’s 
easy for contracts to occasionally fall between the cracks. Creating 
a system that minimizes these types of administrative mistakes is 
essential for a well-run physician contracting compliance program. 
Here are some suggestions to incorporate at your organization.

•	 Ensure	there	is	a	contract	for	all	financial	arrangements	(even	non-monetary	ones).

• Organize your contracts and sort by important attributes, like expiration date, size, service, etc.

• Create an alert system to notify your team of expiring contracts in plenty of time for negotiations to take place.

• Craft an air-tight renewal process that includes:
— updating the old contract or creating a new contract
— checking the rate against high quality benchmarks
— negotiation 
— sign-off 

• Employ strategic contract management by proactively approaching key physicians and keeping tabs on your 
overall physician contract spend per year.
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Automate
your physician 
contracting process 
as much as possible.



Financial Oversight 
Non-employed physician costs average 5% of a hospital’s total operating budget. Being smart about 
these types of expenditures will have positive, and noticeable, effects on your bottom line. Many 
hospitals have found that proactive management of call pay and administrative services can help 
control overall costs and allows executives to focus financial resources on the most important 
physician relationships. Here’s what you can do:

• Ensure all contracts are commercially reasonable and that 
you	must	pay	for	the	service	in	the	first	place.

• Consistently aim for a certain benchmark within the 
market ranges to help control costs. This will have positive 
compliance effects, too.

• Check how much you are spending, in aggregate, on physician 
administrative services, call arrangements, and hospital-
based service contracts. Is this comparable to your peers? MD 
Ranger reports total facility spending for a range of physician 
contracts. These benchmarks allow subscribing organizations 
to understand how much they are spending, as well as how 
much other similar facilities spend on physician services.

•	 When	entering	into	a	new	financial	arrangement	with	a	physician	or	renewing	an	existing	contract,	carefuly	consider	
the	relationship’s	overall	impact	to	your	organization	and	whether	or	not	it	is	helping	to	achieve	overall	financial	or	
strategic goals.
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Compliance Management  
Complying with federal regulations should be one of the central goals of your contracting program.  
Because of the complexities involved with physician contracting, it’s important to be specific with 
your compliance-related guidelines, processes, and training. Ways to manage this process could be:

• Mandate Stark Law, and Anti-Kickback Statue, and False Claims 
Act training for all physician contracting staff, as well as physicians 
themselves.

•	 Make	all	staff	aware	of	how	to	define	and	document	commercial	
reasonableness.

•	 Make	sure	your	staff	understands	the	definition	of	“fair	market	value,”	
as	defined	both	federally	and	by	your	organization.

• Create and outline a consistent, rigorous system for determining FMV. Ensure that this process doesn’t change 
frequently and has been described in a strategic compliance document.

• Determine how to document the compliance of every arrangement. Many MD Ranger subscribers use our 
custom reports pulled instantaneously from their internal contract data.

• At least once a year, audit your physician contracts. Though auditing processes will differ from organization to 
organization, try to standardize within your facility or health system.
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Document
the compliance of 
every Physician 
financial	relationship.



Rigorous Process for Determining FMV  
Certifying that physician contracts are fair market value should be 
the cornerstone of your compliance program. Make this process 
as simple and transparent as possible to ensure competitive, 
compliant rates. While determining how you are going to set FMV 
rates, walk through the following:

• Discuss what’s best for your organization while considering physician 
relationships,	volume	of	agreements,	and	other	situation-specific	
influencing	factors.

• Research various approaches to determine FMV. Three main methods are through market data (market 
method), a professional valuation (cost method, and sometimes market method), or a special algorithm (both 
cost and market method).

• Document your organization’s philosophy and approach to FMV. Any changes to your process should be 
immediately	reflected	in	this	document	to	avoid	compliance	issues	during	an	audit.

•	 Determine	what	is	“FMV”	for	your	organization.	A	good	rule	of	thumb	is	
keeping all contracts under the 75th percentile, but that might not be 
ideal for your organization.

•	 Define	an	“exceptions”	process	for	arrangements	that	must	be	paid	
above	your	organization’s	definition	of	FMV.	Structure	the	exceptions	
process in a way that discourages frequent use.
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Questions? 
Contact our compliance guru 
Allison Pullins at:  
apullins@mdranger.com


