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Overview and Objectives
◦ Review and elaborate proposed contract terms and 

semantics.
◦ Evaluate contract provisions to anticipate risks and 

opportunities.
◦ Negotiate better contract terms to solidify the position 

for your organization.
◦ Identify opportunities and areas for improvement in 

contract negotiations.
◦ Set your organization up for success by negotiating 

better core contracts and value-based terms (i.e., quality 
metrics).



General Assumptions
◦ I am not an attorney and I am presenting these 

recommendations based on a CEO perspective on 
contract negotiations.

◦ Develop contracting standards to meet the need of 
your organization as well as negotiating terms 
favorable to your organization. 

◦ The primary focus on these contract assumptions is 
primarily focused in negotiating Managed Care 
Contracts.



Managed Care Contracts
◦ Initiate a Core/Master Agreement with Insurance Payer.
◦ “Boilerplate” (Ground rules for relationship that will carry on 

for many years).
◦ Key Provisions
ØTerm of Agreement
ØTermination of Agreement
ØIndemnification
ØAmendment
ØAudit
ØGoverning Law and Venue
ØDispute Resolution
ØReimbursement Rate



Term of Agreement
◦ Shall Commence
◦ Initial Term ending
◦ Shall automatically renew
◦ Hard term or evergreen?
◦ Successive one-year terms
◦ Term of years
◦ Who has control? 
◦ Payer lives with the terms (evergreen)







Termination Clause
◦ Contract Terminated
◦ End of term
◦ Breach (“for cause”)
◦ Immediate
◦ Convenience (“without cause”)



Termination for Breach
◦ This Agreement may be terminated by either party, in 

the event of a breach of this agreement by the other 
party, upon thirty (30) days prior written notice if the 
breach is not cured to satisfaction of the terminating 
party within such thirty day period.

◦ Key Considerations:
ØWho has control in situation?
ØOpportunity to cure alleged breach? ( How much time to 

Cure?)



Immediate Termination
◦ “This Agreement may be terminated by Plan 

immediately due to Hospital’s loss or suspension of 
licensure or certification, loss of insurance or if, in 
the sole Judgement of Plan, the continued 
participation under the Agreement would place 
its members at significant risk of harm.”

◦ Incorporate verbiage that constitutes a notice of 
Immediate Termination of this agreement in 
accordance with and including the right to 
terminate this agreement pursuant to Section____ 
.



Termination for Convenience
◦ Ability to end contract for any or no reason
◦ “….by Hospital at the end of any term upon 120 days 

prior written notice to plan or by Plan upon 120 days 
prior written notice to Hospital.”

◦ Key Considerations:
ØWho has control 
ØOne sided or mutual?
ØHow much notice?
ØHow is notice delivered?





Indemnification
◦ Promise to pay  costs of legal action and damages of other party if sued by a 

third party(-ies)
◦ “Plan shall protect, defend, indemnify and save harmless the  Hospital, its 

officers, employees and agents from any and all costs, claims, Judgements 
and/or awards of damages, arising out of, or in any way resulting from  the 
sole negligent acts or omissions of plan, its officers, employees, 
subcontractors and/or agents, in its performance and/or non- performance of 
its obligations under this agreement.”

◦ Key Considerations:
ØWhat is protected/promised?
ØAlways mutual/parallel indemnification
ØReasonable attorney fees covered?
ØWho is control in this situation?
ØBe aware of state laws on indemnification





Amendment
◦When, how, and by whom changes are 
made to the contract

◦Two Types:
ØGeneral amendment
Ø“Regulatory” amendment



General Amendment
◦ “Plan may amend this Agreement by sending a copy of 

the amendment to Hospital at least thirty (30) days 
prior to its effective date. The signature of Hospital shall 
not be required”

◦ Key Considerations:
ØWho has control?
ØInsist upon amendment by mutual agreement in writing 

only – no unilateral amendment (important to negotiate 
this)

ØIf mutual agreement won’t fly, limit ability to amend to a 
few specific sections



“Regulatory” Amendment
◦ “Plan may amend this Agreement to comply with the requirements 

of state and federal regulatory authorities, and shall give notice to 
Hospital of such amendment and its effective date.”

◦ Key Considerations:
ØWho has control?
ØLimit to changes in applicable law or regulations
ØDo not agree to changes based upon policy or instructions form 

regulators 
ØStick to requirements of law/regulations only
ØDemand notice (of at least 60 days), ability to object, and no 

adoption of parties don’t agree on language
ØDemand pinpoint citations to all new/changed laws and 

regulations.





Audit
◦ Payer’s ability to access and review your files
◦ “Hospital will maintain adequate medical, financial and administrative records related to Health Services

rendered by Hospital under this agreement. In order to perform its utilization management and quality
improvement activities, Plan shall have access to such information and records, including claims records,
within 48 hours of the date request is made, except that , in the case of an audit by Plan such access shall
be given at the time of audit. If requested by Plan, Hospital shall provide copies of such records free of
charge. It is Hospital’s responsibility to obtain any member consent required in order to provide Plan
with requested information and records or copies of records.”

◦ Key Considerations:
ØNotice
ØDemand “reasonable notice”, in writing, no fewer than 30 days, regular business hours
Ø Scope of access to EMR, files and premises
Ø Scope of request/audit subject matter
ØWho has control?
ØDemand reciprocal access
ØCopy fees
ØReview state and Medicare laws/regulations





Governing Law and Venue
◦ Governing Law: The law that would be used to 

interpret the contract’s terms in event of a lawsuit
◦ Venue: Where the lawsuit would be filed and held 
◦ “This Agreement shall be governed by and construed in 

accordance with the laws of  the State of California.”
◦ Key Considerations:
ØDemand your state’s law and your local court
ØWho has control?
ØLess desirable alternative: remain silent on law and venue



Dispute Resolution
◦ The process parties will follow if dispute arises 
◦ “In the event of a dispute between Plan and Hospital arises out of or is related to this Agreement, the parties 

to the dispute shall meet and negotiate in good faith to resolve the dispute. If, after at least 30 days following 
the date one party sent return notice of dispute to the other party, the dispute is not resolved, and if any 
party wishes to pursue the dispute, it shall be submitted to binding arbitration in accordance with the rules 
of the American Arbitration Association. In no event may arbitration be initiated more than one year
following the sending of return notice of the dispute. Any arbitration proceeding under this Agreement shall 
be conducted in Los Angeles County, California. The arbitrators may construe or interpret but shall not vary 
or ignore the terms of this Agreement, shall have not authority to award any punitive or exemplary damages, 
and shall be bound by controlling law. The Parties acknowledge that because this Agreement affects 
interstate commerce the Federal Arbitration Act applies. The parties will work in good faith toward resolving 
any disagreements about the terms of their business relationship and will each refrain from discussing such 
disagreements in a false or maliciously critical manner either publicly or with third parties”

◦ Key Considerations:
Ø Who has control?

Ø How soon do we get to a real Judge? (Will we ever get to a real Judge? Do you want to ?

Ø Waiver of trail by Jury?

Ø Limitation of time to file lawsuit?

Ø Ease process to costly or time consuming to be a reasonable means to resolve disputes?

Ø Review state law (and discuss with attorney)

Ø Develop preferred ground rules for your organization.





Reimbursement Rates
◦ Expression of what your organization is paid for 

services
◦ Set forth in an amendment or addendum to the 

core Agreement/Contract document
◦ Term of rate amendment: hard term date
◦ Play to win: renegotiate commercial rates every 

year to account for inflation and business needs 
(monitor contract rate performance closely during 
the contract term, address in negotiations)

◦ Exceptions: Percent of charge, Medicare Advantage 



Case Study: Contract Negotiation with Health Plan
Scenario

Health Care IPA with over 100,000 lives in the Long Beach area 
is interested in negotiating an agreement with the hospital.

Average Reimbursement per patient day (PPD):
a) Medi-Cal Managed Care = $1,740
b) Traditional Medi-Cal = $1,055
c) Health Net = $1,600
d) Care First = $1,475-$1500

What is the proposed reimbursement per services by Health 
Care IPA?



Health Care IPA Draw Rates
 
 
 
 
    HEALTH CARE IPA 
    HOSPITAL DRAW RATES 

DESCRIPTION 
Rates 

Med/Surg/PEDS $900 

DOU $900 

ICU/CCU $1,050 

NICU/PICU $1,050 

Border Baby $250 

Acute Rehab $650 

Sub Acute (no Vent) $500 

Sub Acute (Vent) $500 

  

CASE RATES - IN-PATIENT  

  

OB - Vaginal (Upto 2 days) $1,800 

OB - C Section (upto 3  days) $2,700 

OB  -  Additional Day $800 

OB -  C Section (additional  Day) $800 

  
Out Patient  

OP Surgery 100% of M-Cal 



Contract Negotiation with Health Plan

Results
q Health Care IPA rates are very low.
q With a shared risk model, the hospital is responsible for all hospital

services, including out of network.
q Out of Network Services also include:

Ø Orthopedic Surgeries (No Carve Outs)
Ø Oncology Services
Ø HIV
Ø Cardio/Thoracic Surgeries

q No agreement at this time unless Health Care IPA is willing to agree
for a $1,800 PPD reimbursement.

q Lessons Learned: In negotiating with health plans or IPA initiate a
cost benefit analysis whether it would be beneficial to your
organization.



Value – Based Agreements
◦ An agreement with a heath plan/carrier/insurer

under which a certain amount of reimbursement is
contingent upon the efficient delivery of services
(based upon monetary saving) and achievement of
quality goals.

◦ Comprehensive Care for Joint Replacement (CJR) -
The New Mandatory Merit-based Incentive
Payment System (MIPS) pay-for-performance
program.

◦ May include “Risk Sharing”



Key Terms and Considerations in 
Value – Based Contracts

◦ Shared Savings
◦ Shared Risk/ Downside Risk
◦ Budget/Financial Target
◦ Population
◦ Attribution
◦ Measurement Period
◦ Quality Metrics
◦ Care Coordination Payments
◦ Plan Support
◦ Cost Management
◦ Population Heath Management





Quality Metrics
◦ Quality goals that also must be met in order to qualify 

for share of savings/bonus
◦ Typically tied to a national standard (e.g. HEDIS)
◦ Number of measures will vary by program
◦ What/who are you measured against?
◦ Can your organization meet the quality goals? (Do you 

have a choice in the goals/targets?)
◦ Programs may also mix in “Care” goals (e.g. increase in 

annual exams, meaningful use, e-prescribing, etc.)





Physician – Hospital Contracts
Key Takeaways
q Important to have physicians log time for administrative duties on

hospital contracts:
Ø Medical Directorship
Ø Teaching
Ø Co-Management

q Consider utilizing excel file templates to log and submit time for
approvals.

q Ensure that duties are written verbatim as they read in the original
agreement. (i.e., if practice is upheld, then MD will not be able to
log duties that they shouldn’t be compensated for).

q For your agreements to be compliant, there must be a cut-off date
for the MD to submit their time log (e.g., 30 days – the date is a key
part of a critical agreement).

q Make sure time logs can be routed to the right people for approval.



Key Terms and Considerations in Service Line  
Negotiations

◦ Med.-Surg. Rates
◦ Telemetry Rates
◦ ICU Rates 
◦ Specialty Service (Med.-Psych, Detox, Partial Program, etc.)
◦ Admin Days (i.e., placement)
◦ Observation Status
◦ Emergency Room (By Levels I-V)
◦ Dialysis (Hemodialysis/Peritoneal)
◦ Cost of Drugs (HIV, Oncology, etc.) 
◦ CT Scan / MRI
◦ Surgery and Implants



Case Study

Scenario

§Top Referring Surgeon wanted to perform an 
Outpatient Total Hip Surgery. 

§Materials Management identified that the implant 
would cost close to $16,000.

§The cost of the implant is not covered by the Health 
Plan (i.e., the implant is “not carved out”).





Initiate a Letter of Understanding (LOU)



Case Study
Results

q Since this is an Outpatient and not an Inpatient, the 
hospital has the right of refusal to initiate the 
orthopedic surgery. 

q The Health Plan still wanted the surgery performed 
at the hospital since it is the preferred facility by the 
orthopedic surgeon. 

q CMO to explain the implant cost to Referring 
Surgeon.

q Lessons Learned: Collaboration with Director of 
Surgery, Director of Materials Mgt., and Business 
Office.



Denials Management

Key Takeaways
q How are Appeals on Denials be addressed (e.g., 1-800, MD to MD,

etc.).
q Timeframe for the appeal to be submitted.
q Timeframe claims are reimbursed (e.g., Medicare within 14 days).
q Has your organization considered establishing a Denials

Management Committee?
q Has your organization established a tracking mechanism for your

denials?
q Has your organization establish a process to track your denial rate

and the financial impact?







In closing…
◦ Don’t simply accept what carrier presence to 

you; these are negotiations
◦ Ask questions: resolve any ambiguities in the 

document before you sign
◦ Customize agreements to your organization’s 

needs, goals, and capabilities
◦ Maintain control where you can to better 

assure positive outcomes and reduce risk



The Great Nelson Mandela





Questions?


