
Using Market 
Data for FMV 
Documentation 
in Five Steps 



Almost every physician arrangement requires FMV 
documentation, but not every contract requires a formal 
valuation. When used correctly, high-quality market data in 
conjunction with a consistent, well-managed review process 
can empower organizations to internally document FMV 
using market data to streamline the FMV process.

How do provider organizations thoughtfully structure their 
FMV process? How are resources appropriately leveraged? 
This guide will provide both the structure and best practices 
to run an efficient, compliant and cost effective FMV process, 
whether you’re redesigning internal guidelines or simply 
enhancing your current process.
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Simplify your FMV process 
with these five steps:

1  Test for commercial reasonableness

The first step in any contract review should be a determination of commercial reasonableness. 
Market data can be used to help answer this question. Frequency of payment among other providers 
is one mark of commercial reasonableness. MD Ranger collects provider data that includes a 
comprehensive inventory of all contracted physician services at a facility, hence it is able to report the 
percentage of hospitals in its database that pay for a specific type of service. If the percentage of 
MD Ranger hospitals that pay for a service is high, it is a strong indication that paying for the service 
is commercially reasonable. The percent benchmarks apply to all hospitals and do not consider 
hospital characteristics such as hospital size, trauma status, physician supply, or factors that could 
influence a commercial reasonableness assessment, although special reports can be ordered to 
test particular characteristics. Furthermore, the sample size of various benchmarks can be used as a 
relative measure of payment frequency.

If the percentage of MD Ranger hospitals 
that pay for a service is low, it is less likely 
that payment for the service is commercially 
reasonable. For low frequency services, 
additional information on hospital size, program 
requirements, and community need should be 
reviewed and documented in the commercial 
reasonableness analysis. 

MD Ranger also reports benchmarks for the total 
number of paid positions by service for hospitals, 

which may help to determine and document the reasonableness of multiple medical directors for 
programs such as cardiology and behavioral health. 

If your organization is considering paying for a service that’s not commonly paid, you should 
determine and thoroughly document why you need to pay and what is the appropriate method 
and amount of payment. A higher level of documentation of the negotiation process and reasons 
for payment should be included in your files, and it may be necessary to get an objective, outside 
opinion. See our Commercial Reasonableness Toolkit for additional tips on doing CR reviews.
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SERVICE % PAYING FOR 
CALL COVERAGE

Urology 79%

General Surgery 73%

Orthopedic Surgery 70%

Gastroenterology 62%

Neurosurgery 52%

https://www.mdranger.com/insights/commercial-reasonableness-toolkit
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2  Collect relevant information and contracts to ensure you 
take into account all payments made to each physician, 
as well as your organization’s overall strategy for physician 
compensation

Before determining appropriate payment rates, analysis on the total compensation of the physician 
involved in the arrangement is necessary from both a financial and compliance perspective. 
If a physician receives several medical director stipends and is paid at the top range in total 
compensation, reconsider whether the payment is necessary, and if it is reasonable to assume that 
the hours required for each payment are necessary when considered together.

Pausing to reflect on your organization’s overall goals and how this contract is required to fulfill the 
mission of the organization is an important step before digging into the details of the arrangement. 

3  Determine the appropriate service and scope to assess the 
appropriateness of payment rates

Everyone knows that if you’ve seen one physician transaction, you’ve seen one physician transaction. 
Though no physician arrangement is exactly alike, it is important to understand the scope of the 
arrangement to determine if market data is sufficient for documenting FMV. 

Seemingly small differences between positions may impact pay. A good example is comparing a 
physician who is restricted while they are on call to a benchmark that includes both restricted and 
unrestricted positions (i.e. restricted from doing surgery while on call). The burden of taking ED call that 
is restricted is typically higher, which often results in higher payment rates. 

Consistency is also important. Rates should be the same across a specific service even if multiple 
medical groups are on the panel; paying different rates for the same service is a red flag. Likewise, 
benchmark criteria (ie Median or 75th percentile) should be consistent across all services unless 
special circumstances can be fully documented and objectively justified.

For medical directorships that require more hours than benchmarks suggests, carefully document 
the basis for the additional hours with a comprehensive job description and summary of historical 
time records or schedules. Certain types of administrative roles have broad ranges of required hours 
depending on their scope. For example, a quality initiatives director or EHR champion may require 
more hours than a mere committee member, particularly during an intense design or implementation 
period. For these circumstances, market data can still be used, but additional documentation 
provides important details.

If you can’t find market data with a similar scope of service, you may need a full-scale valuation to 
document FMV; however, for the vast majority of physician arrangements, market data is sufficient.
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4  Define the most appropriate payment range for your 
organization

Once you have determined that it is commercially reasonable to pay a physician and you have 
identified the most appropriate benchmark, you can proceed with using market data to determine 
the most appropriate rate for the specific contract. Straightforward call coverage, administration, 
and medical direction payment rates can be determined using market data in most cases. For more 
sophisticated hospital-based agreements, market data is a great place to start for budgeting 
and planning, and in many cases there are good benchmarks that can be used for payment 
documentation. Complex arrangements, including many large hospital-based services, may require a 
more robust analysis by an outside consultant, at least when the contract is first negotiated. 

To establish appropriate ranges for payment, organizations should develop a policy or guidelines that 
govern the most appropriate benchmarks for that specific organization. Although one size does not 
fit all, a range of 25th to 75th percentile is generally considered FMV. Hospital size, trauma or tertiary 
status, cost of living and the competitive market are all relevant factors, as is the risk tolerance of an 
organization. Most hospitals that rely on benchmarks select either the Median or 75th percentile as 
the target for most contracts. 

A tiered approach to contract review and approvals can also be used to address agreements that 
fall outside your standard guidelines. For example, some organizations allow rates negotiated higher 
than their limit of P75 without a valuation if documentation stating the justification of the higher rate 
and ancillary market data is provided. For arrangements higher than P90, an outside valuation is 
generally required, with higher levels of authorization within the organization. 

We recommend never setting a contract rate precisely at the value of the upper benchmark limit 
of your policy when based on market benchmarks. Negotiating a slightly lower rate provides some 
wiggle room if a benchmark shifts from year to year.

Certain hospital characteristics may impact payment for many types of transactions, so further 
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investigation may be warranted. MD Ranger provides benchmarks for many facility characteristics—
including hospital size, trauma/non-trauma, urban/rural, average daily census, Medicare 
disproportionate share, and payer mix. Organizations have the option to adopt a ‘stepwise’ 
approach to FMV documentation, starting with the most basic ‘all hospital’ benchmarks for hours, 
hourly rates, and annual compensation for directorships or per diem rates for call, and allowing further 
refinements by specific hospital characteristics when needed. Caution is needed however to avoid 
“cherry picking” rates, which can be risky from a compliance perspective. Sound justification for a 
specific payment rate is needed, not just “we needed to get it done”.

5  Document compliance

Determining and negotiating an appropriate rate isn’t the last step of a robust compliance process. 
Documenting that the arrangement is FMV is key to maintaining compliance with both Stark and the 
Anti-Kickback Statute. Every organization needs a systematic approach for keeping records in case 
of an audit.

There is no prescribed way to document FMV, however the OIG emphasizes consistency of process 
and application of standards in its compliance guidance. Adopting a process for contract review and 
approval and setting objective payment standards will go a long way toward avoiding costly and 
time consuming challenges in the event of an audit or a whistleblower event. 

We recommend leveraging technology and automation whenever possible to reduce review time  
and reduce the cost of FMV opinions. Both large and small hospitals and health systems are using  
MD Ranger to standardize and leverage resources in the compliance and contract review process. 
With automated FMV documentation features that compare the value of your contracts to 
benchmarks, as well as customizable report writers and audit tools MD Ranger streamlines and 
simplifies the FMV process.
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Going the Extra Mile
Benchmarking Total Physician Investment
Getting a handle on how much your organization spends on physician services can be a powerful tool 
to improve compliance and control costs. MD Ranger provides the tools to calculate and analyze how 
much is spent on physician services in total and by specialty, with comparisons at the contract level 
to benchmarks. Our benchmarks include total payments by type of contract for call, direction, and 
hospital-based services, allowing you to compare your expenditures to similar organizations.

The total facility payment benchmarks include breakouts by various hospital attributes like trauma 
status and size. We also report the total number of positions reported by each hospital in addition 
to frequency of payment and number of positions by service. This is particularly helpful when 
determining whether or not you have too many medical directors.

Routine Audits of Physician Arrangements
An annual review and ‘audit’ of physician arrangements provides an extra layer of compliance and 
transparency to inform management and board committees. While some organizations outsource 
audits for objective, independent reviews, MD Ranger provides reports and analysis to facilitate 
internal reviews.

Reviewing and comparing payment terms is only one piece of a strong audit. Verifying time reports 
and payments and cross-checking with the actual arrangement may spot compliance risks or 
inconsistencies that could fall through the cracks. Using a compensation survey or two, such as  
MD Ranger, can help verify that payments fall within the market range. This is particularly important for 
any evergreen arrangements whose payments may have not been negotiated or changed in years.
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GO THE EXTRA MILE:
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1. Test for commercial reasonableness

2. Collect relevant information and contracts to 
ensure you take into account all payments made 
to each physician, as well as your organization’s 
overall strategy for physician compensation

3. Determine the appropriate service and scope 
to assess the appropriateness of payment rates

5. Document compliance

4. Define the most appropriate payment range 
for your organization

Routinely Audit Physician Arrangements

Benchmark Total Physician Investment

KEY TAKEAWAYS:


