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UNDERSTANDING THE MSO MODEL
FOR GROWTH AND EXPANSION
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» Navigate to https://aafpl.cnf.io/ and tap the
session titled "Understanding Management
Services Organizations Model for Growth and
Expansion"

» OR just point your phone’s camera at the QR
code to join directly




Activity Disclaimer

The material presented here is being made available by the DPC Summit for educational purposes
only. Please note that medical information is constantly changing; the information contained in this
activity was accurate at the time of publication. This material is not intended to represent the only, nor
necessarily best, methods or procedures appropriate for the medical situations discussed. Rather, it is
intended to present an approach, view, statement, or opinion of the faculty, which may be helpful to
others who face similar situations.

The DPC Summit disclaims any and all liability for injury or other damages resulting to any individual
using this material and for all claims that might arise out of the use of the techniques demonstrated
therein by such individuals, whether these claims shall be asserted by a physician or any other
person. Physicians may care to check specific details such as drug doses and contraindications, etc.,
in standard sources prior to clinical application. This material might contain
recommendations/guidelines developed by other organizations. Please note that although these
guidelines might be included, this does not necessarily imply the endorsement by the DPC Summit.
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Disclosure Statement

It is the policy of the AAFP and ACOFP that all individuals in a position
to control CME content disclose any relationships with ineligible
companies upon nomination/invitation of participation. Disclosure
documents are reviewed for potential relevant financial relationships. If
relevant financial relationships are identified, mitigation strategies are
agreed to prior to confirmation of participation. Only those participants
who had no relevant financial relationships or who agreed to an
identified mitigation process prior to their participation were involved in
this CME activity.

All individuals in a position to control content for this activity have
indicated they have no relevant financial relationships to disclose.
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Learning Objectives

1. Discover how MSOs alleviate administrative burdens, allowing
physicians to focus on patient care.

2. Evaluate the legal and structural considerations when
partnering with an MSO to ensure compliance and protect
autonomy.

3. ldentify opportunities for growth and efficiency through MSOs,
including scaling practices and promoting financial
sustainability.
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What is an MSO?

“Management Service Organization”

Administrative

Business entity support

Very common in Typically for non-
healthcare industry clinical services only
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Operational Financial
Support Management




What type of services can MSO offer?

o Human . . Financial
A Resources LA TEI Sl reporting Payroll

Vendor

negotiation
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What type of items/services can MSO

offer?
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Why use an MSQO?

Centralize services, staff |

Improve efficiency

Economies of Scale J

Expertise |

Growth

Outside participation
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What do MSOs look like?

Governance
can match
Various anything you
shapes and want in most Easy to form
sizes cases and operate
Candoas Ownership
much or little flexible

as desired
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Legal Reasons to Use an MSO?

(€
In Corporate Practice of Medicine
(CPOM) states, unlicensed persons
can participate in financial profits of
practice through MSO profitability

— Investors

Employees
(non-clinical)

A

What is “Corporate Practice of Medicine?”

Legal principle that prohibits non-physicians or entities from owning or controlling
medical practices

Intended to assure that medical decisions are focused on patient needs and not
business owner concerns

Laws vary among states

Source can be statutory, AG guidance, case law

Renewed scrutiny due to PE involvement in practices




Examples of CPOM Concerns

Non-physicians setting or influencing patient care protocols or treatment
plans.

A A L LB LB LB Ly
Business entities sharing in medical revenues or controlling physician
compensation based on profits.

A LW LYW LB Ly L Sy
MSOs or management firms hiring or firing medical personnel or dictating
clinical schedules.

A LY L L L L2 S

Excessive control to unlicensed entities over the operations of a medical
practice, including treatments, tests that can be ordered, etc.

What Happens if CPOM is Violated?

Violation of State Unenforceability
Law of Contract

Licensing Issues
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MSO Structuring

* MSA

Services
100% owned

Unlicensed/Licensed
Persons

Medical Practice |

100% owned

Medical Doctor |
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MSO Structuring: Documents

Operating
Agreement for
MSO

DPIE
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MSO Management Agreement

Services to be
provided

Items to be

Term/termination provided

Staffing to be
provided
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Fee to be charged

MSQO: Documentation Issues

Ownership/Profit Distribution

pa

Voting/Control

} Fees ‘
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MSO Fee Legal Issue: Fee Splitting

\

Payment/gifts
for referrals

Unethical Fee Structure
Key
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MSO: Legal Requirements For Documents

Check state laws for specific requirements (i.e., NY)

May be terms that must be included in agreements

Prior review by state needed in some cases
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Non-DPM MSO Arrangement: Legal Issues
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Legal Challenges to MSO Approach

* https://www.thebignewsletter.com/p/private-equity-unitedhealth-take

“Oregon Governor Tina Kotek signed the nation’s strictest law against corporate control of health care
practices in the state. It’s a major defeat for private equity and large health insurers, and something that
advocates and physicians have been advocating for years, as more and more of the state’s capacity got
bought up by financiers.”

Prohibits control of clinical practices by anyone but licensed medical providers. A clinician must have
decision-making authority over staffing levels, wait times, clinical decisions and operations, and as well
diagnostic coding decisions, billing and collection policies, price setting, and payer contract negotiations.
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State Legislative Reform

|
10 states are considering
or have passed bills to

limit, ban or regulate PE
involvement in

- healthcare
|
| ' | ' 1 ' |
N N N
Concern: Control over Concern: Too much PE .
X - X Impact: Reporting Impact: Re-enforcement
role of MSO in managing ownership of healthcare .
; - requirements of CPOM laws
practice practices

- N J N J N J

Working with New Laws

Preserve Protect Clinical Follow All
Physician Control Decision-making Requirements
A y <
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Cons of MSO Approach

y
y

 Expense

 Increased Regulation

"~ Misuse of Approach: Waste of
Time and Money

Pros of MSO Approach

N\

/

> Employee Investment

‘
\.

QOutside Investment

/
»::jj\ > Centralization of Services and Operations
N
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Pros of MSO Approach:

Cost
Reduction

//\

o -
N

4 O .

P <
= Financial .
Sustainability

Expansion

4
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Social Q&A for Understanding Management
Services Organizations Model for Growth and
Expansion
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QUESTIONS?

Contact Information

Ericka L. Adler
eadler@ralaw.com
312-520-6023
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