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Bring It On: Adding an Associate or Partner to Your Practice

Is it time to bring on an associate or partner?
There are many reasons you might consider
it. For example, your practice might have
become so busy that you have little time with
your family—or for yourself. Perhaps your
practice volume has grown so much that you
need help managing it, or maybe retirement is
around the corner and you’re thinking about
eventually selling. In any case, it’s important
to look at the pros and cons before taking this
important step.

What Are Your Goals?

Bringing on an associate is a significant
decision—not unlike hiring an employee,
but with higher stakes. Before beginning the
process, ask yourself:

e What do you hope to achieve?

¢ To achieve that goal, what credentials do
you expect a partner or associate to hold?

e If the plan is to increase overall patient
visit volume, what effect will the increase
have on total expenses?

e What patient volume level is necessary for
the practice’s optimal profit margin?

e Can your office infrastructure (that is,
office, examining room, reception room
and office staff) handle additional patients?

e Can your office location and community
accommodate your practice’s growth?

e Are you prepared to manage another
physician?

Finally, are you willing and able to give up a
portion of control and decision making in your
practice?

How Will You Find a Good Match?

After answering these questions, it's time
to think about where to find a partner or
associate. You already may have someone in
mind. If not, resources include journals in your
specialty, online information and recruiting
firms that specialize in physician practices.

Of course, it’s a given that you’ll want to bring
on an experienced physician with excellent
technical qualifications. But, just as in hiring
an employee—and perhaps even more
so—personality is a huge factor. You want
to get along with your partners. In addition,
it’s important to ensure that the partner or
associate understands what your goals are.

Another consideration similar to personality is
your practice’s culture. This is the philosophy
on which your practice is based. Culture can
manifest itself in many ways—for example,
whether your interactions with patients and
office staff are formal or informal, how staff
customarily handles daily operations, and
whether staff is willing to extend themselves
to assist patients and ensure their satisfaction.

To get a better sense of this, it’s often useful
not only to conduct a traditional interview
but also to meet the potential associate in a
social setting with your staff. Do you and the
candidate approach patient care with the same
philosophy? Can the candidate meet the goals
you've set? Is he or she willing to do so? Is the
candidate comfortable living and working in
the community where your practice is located?

(cont’d on back page)
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It isn’t always a major problem that causes a medical practice to
lose money. Sometimes a steady drip of small losses—a little bit
here, a little bit there—adds up to a big problem. Of course, you
need to empower your staff to work on accounts receivable and
to handle billing issues. But physicians often lose track of what’s
actually going on in their medical practices’ business operations—
and when that happens, problems can occur.

Before taking any major steps, consider these tips for staying on top
of your business processes:

e Meet regularly with your staff to review reports.

¢ Have financial benchmarks.

e Compare what’s happening this year to what happened last year.

e Determine what’s normal in other practices.

e Audit patient charts regularly.

e Look at 10 charts a month (per provider) to ensure they’re
entered appropriately.

You also may want to hire a professional billing service to
occasionally spend a day auditing your charts and receivables.

Five Steps to Take

Even when you engage in the best possible business practices,
losses might still occur. Here are five plugs for revenue leakage:

1. Askforyour money. If a patient owes a co-pay, ask forit. Collect
as much up front as is feasible. Create processes and procedures
that make it easy to collect fees owed, such as accepting cash,
checks and credit cards. You can and should make exceptions,
but the bottom line is that a medical practice is a business. Make
every effort to ensure no one leaves the office without paying
what’s owed—whether it’s a bill or a co-pay.

2. Educate patients on estimated expenses. When discussing
an expensive and complicated procedure, such as a surgery,
develop afinancial agreement ahead of time so you can educate
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the patient on the procedure’s cost. Put it in writing and make
sure the patient agrees to it by signing it. Both the practice and
the patient should receive a copy.

3. Audit your computer systems. Sometimes, practice
management software features can cause inadvertent
problems. For example, one type of software required someone
to hit “print claim” after a transaction was saved. The claim
was then sent electronically. But if staff failed to hit the “print
claim” button, the claim wasn’t sent. Instead, it showed up as an
outstanding balance, even though the insurance company had
never received it. Staff needs to be trained in the correct use of
your practice management software.

4. Offer more services. Offer medically appropriate services
that could bring in additional revenue. If a patient comes in with
a specific ailment, this is a potential opportunity to offer a more
thorough checkup, resulting in more targeted services and care.
In addition to creating better results and more comprehensive
care for the patient, it will generate more revenue.

5. Badger the insurers. As most physicians know, filing an
insurance claim and getting exactly what you expect to receive
is rare. Update your insurer contracts on a regular basis. Review
your price lists and send them to insurance companies. From
time to time, insurance carriers change their reimbursements.
Appeal claims and get to know your state Medicare liaison. Join
your state’s specialty medical association to pool resources
when dealing with insurers.

The Sixth Step

The worst revenue loss often is embezzlement. After that, it’s losing
patients. By keeping your patients happy and satisfied, you’ll avoid
a major source of revenue leakage. Our experts can help with any
guestions you have about plugging your revenue leaks.
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the complete article can bejfound onour website at www.swcllp.com

In the current competitive medical environment, people are presented with a range of options for medical care, so attracting patients
is increasingly challenging for physicians. One key to getting patients in the door of your medical practice is to create a marketing
plan, possibly with the help of a professional marketing firm, that incorporates an understanding of your target demographic and
your brand identity, among other factors. Here are some questions to consider when developing a marketing strategy:

Who Are Your Patients? It's important to evaluate the age range of your patients, where they live, and how they found out about you.

What Is Your Brand? Defining what type of practice you have and who the practice is serving is a way of determining the practice’s
brand identity. Getting a handle on your brand can help you select the most appropriate marketing targets and outlets.

How Much Can You Spend? Generally, a marketing budget that is about 2—4% of projected revenues is considered appropriate.

Why Not Multiply Your Efforts? For your marketing campaign to be effective, it needs to cross several platforms and be geared to
your specific target audience. With research and the added support of a marketing professional, your marketing strategy can produce

your desired results.



What'’s the Best Insurance Coverage

for Your Practice?

All medical practices carry insurance policies to protect them against risk. Foremost among these in many physicians’
minds is medical malpractice insurance coverage. While important, this isn’t the only insurance you need to protect your
practice. It’s key to assess where your practice lacks coverage—and whether your current coverage is worth the price.

What You Should Have

Every practice should carry policies that cover general liability—
for equipment, furnishings, autos and so forth. In addition, your
practice should have insurance policies for non-owned auto,
workers’ compensation and bond for ERISA fiduciary liability. It’s
important to carry employment practices liability insurance to
cover management decisions related to employees, and you’ll need
policies for directors and officers’ liability to cover decisions by board
members. Last, but not least, your practice should carry professional
liability insurance for various forms of medical malpractice.

You also may want to consider other coverage, including the
following:

e Life insurance for your key officers or as an employee benefit
e Long-term care

Short- and long-term disability

Privacy violations coverage

Umbrella insurance for personal injury and property damage

Whether you choose one or all, each of the above is designed to
protect your practice—and its key physicians.

Take Inventory

First, take inventory of current coverage, and compare your
desired coverage with the list above. Identify where your practice
has too much, or too little, protection.

Ask yourself: What are the policy deductibles? What share of
a claim would the practice be willing to pay? Do current policy
limits fit the potential for loss? Are policies keeping up with
the practice’s evolving technologies? Last, do any policies have
overlapping coverage for the same risk?

Prepare a Matrix

Once you understand the coverage you have, work with your
financial consultant to prepare a matrix of coverage tailored to
your practice’s current and future needs and its owners’ wants.
Pay special attention to what’s essential for the practice, what’s
required by law or contract, and what should be offered as a
benefit to employees or owners.
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Describe what’s covered by each policy, the term of coverage,
dollar limits and deductibles, and current carriers and potential
alternatives.

Evaluate the Most Cost-Effective Coverage

With an idea of the protection needed, solicit bids from highly
rated insurance carriers. Evaluate the bids that offer the most
cost-effective coverage.

If your practice can’t afford the entire package of policies at one
time, rank them according to the level of risk that they manage.
Then, purchase the highest priority packages first and other types
of policies as you can afford them.

Avoid Risk

It’s easy to put insurance coverage on the back burner, allowing
it to lapse or become outdated. Although this might not appear
dangerous, a lapsed policy can cause severe damage in the event
a claim isn’t covered. Don’t take the risk of losing your practice
because your insurance policies haven’t evolved with your
business. Cover all the bases—assess your practice’s insurance
needs with the help of a financial consultant on an ongoing basis
and make adjustments as needed.
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The general information in this publication is not intended to
be nor should it be treated as tax, legal, or accounting advice.
Additional issues could exist that would affect the tax treatment
of a specific transaction and, therefore, taxpayers should
seek advice from an independent tax advisor based on their
particular circumstances before acting on any information
presented therein. This information is not intended to be nor can it
be used by any taxpayer for the purpose of avoiding tax penalties.
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(cont’d from front page)
What About Compensation?

How the partner is to be compensated likely will involve
negotiation. Generally, you can take the following three
approaches to associate compensation:

1. Puresalarystrategy. This places all the risk on you. The question
becomes whether the associate will generate enough income
to warrant the salary.

2. Pure percentage of production strategy. With this approach,
the associate takes on more of the risk. But it’s difficult to
predict if or how volume will increase or shift. This method,
which is probably the least common, can run afoul of
antikickback laws, so you’ll need to seek legal advice if you
consider this a viable option.

3. Base salary plus an incentive. This is the most common
approach. The associate is paid a base salary and receives a
bonus based on a negotiated level of income generated. The
risk is shared between the senior partner and the associate,
and an income threshold of approximately three times
the associate’s base salary is common. For example, if the
agreement holds that the associate’s base salary is $50,000 a
year, a bonus will be awarded when he or she has generated
$150,000 of practice revenue. Typically, the bonus consists

of 15% to 25% of each dollar made above that threshold
payment. And the agreement might also stipulate that, after
the associate generates $150,000 of practice income, he or
she is to start earning 15 cents to 25 cents on every dollar he
or she brings in, to be paid out monthly, quarterly or annually.

It should go without saying that any contract should be in writing.
These types of employment agreements fall under several state
and federal regulations, so consult an attorney familiar with
medical practice agreements.

Does It Stop There?

After you make the new associate or partner part of the practice,
it doesn’t stop there. It’simportant to integrate him or her into the life
of your practice. Make an effort to introduce him or her to patients
as well as local colleagues. Review practice procedures and protocols
together and agree upon them. Educate staff on the associate’s role
and how his or her specialties and relationship with the practice
should be presented to patients.

Obviously, any associate you agree to bring on will have a stake in the
success of the practice. Stay open-minded, and provide him or her
with clear and consistent feedback.



