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101H: Assessing 
Partnership Service Agreements

Understanding FMVs, PSAs, JVs, 
JOAs  and more

Disclosure of Relevant
Financial Relationships
• The following faculty of this continuing 

education activity has no relevant financial 
relationships with commercial interests to 
disclose:

– Cindy Bo, MBA

– Emily Burrell, FACHE
Please note: the contents of this presentation do not 
constitute legal advice
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Faculty

• Cindy Bo, MBA
– Senior VP, Strategy and Business 

Development, Nemours Children’s Health

• Emily Burrell, FACHE
– Administrator, Nemours Children’s Health

Learning Objectives

• Identify and discuss pros and cons of 
various professional service agreements 
to build a network of care.

• Identify and discuss alternate models to 
partner and deliver care such as joint 
ventures, joint operating agreements and 
more.
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Agenda

• Purpose

• Continuum of Partnerships   

• Examples

• Pros/ Cons , Considerations 

• Open discussion/ Collective learning 

About Us: Nemours Children’s Health
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Purpose  and Background
• Traditionally, Professional Service Agreements (PSAs) 

and Master Service Agreements (MSAs) have been a 
focus for many health systems to create a structure for 
provider networks. 

• PSAs/MSAs may be more common in pediatrics than 
in adult service lines due to the broader geographic 
region often covered by pediatrics services

• Our own organization has had these types of 
relationships in place in several states over the past 
20+ years

Purpose and Background 
• As the health landscape continues to evolve, many systems have 

begun to explore different care delivery models. These involved 
relationships with other organizations/partners. Reasons include:

• Defensive; Pressures from the marketplace 

• Offensive; Proactive move to capture share

• Creation of “stickiness” and skin in the game

• These allow partners to ensure parties have a shared vision for 
ongoing collaboration and survival. Also allows for aligned 
economic risks and rewards

• Interests have also grown in defining shared performance metrics 
(e.g., quality and safety); efficiencies; economies of scale and 
scope.  
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Today’s Focus
• Discuss the characteristics of various models 

and share case examples

• Highlight pros and cons of models including 
clinical and financial examples

• Understand the changing health landscape as 
it relates to agreements between organizations

• Review a continuum of relationship models  

Continuum of Relationships
• Contractual relationships often begin as 

transactional, focused on provision of specific 
services 

• Over time they may move to more integrated 
alignment with organizational long-term 
goals/strategy
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Continuum of Relationships
• May add shared quality measures 

• parties may be part of same payor network 
or CIN

• potentially tied to payor risk contracts

• Could move to formal joint oversight, 
governance, medical staff integration, and 

beyond 

Legal and Other Considerations
• Important for framing in all relationship types 

• Always consult legal counsel
– May need internal and external counsel

• Anti-kickback statute, Stark Law

• Tax Status, Financial Health

• Other Relationships/Conflicts of Interest

• Geography

• Bylaws/Medical Staff Infrastructure

• Governance
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Valuation

• Key to ensuring fair and legally sound arrangements

• Fair Market Value- independent valuation using a firm 
that is familiar with the line of business 

• Valuation components- direct staff time, on-call time, 
management fees, overhead costs, technical systems, 
equipment , supplies

• Time limited; most valuations have a 3-to-5-year shelf 
life 

13

Guiding Principles 

• Mission, Vision, Values and Culture

• Strategic goals (e.g., Value-based care, Market leader)

• Clinical programs and services, quality and outcomes

• Efficiency optimization (e.g., workforce, contracting, IT)

• Financial optimization (e.g., gain sharing, philanthropy)
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Types of Relationships
Risks vs. Rewards

Rewards / Gains

R
is

ks
 / 

C
om

pl
ex

iti
es

Co-Marketing

MSA / PSA

JOA

JV

Acquisition

Examples
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Deep Dive: Co-Marketing 
• Company A approaches Company B and goes into a 

co-marketing relationship

• Joint marketing fees are split 50/50

• Fees can be increased or decreased at any time

• Progress is tracked

Co-Marketing- Pros/Cons

18

PROS

• Simpler to set up

• Simpler to dissolve, if 
needed

• Good for newer relationships 
to build trust

• May be a first step in 
partnerships

CONS

• Advantages / gains may be 
limited 

• Brand risk

• Simple to dissolve

• Typically not exclusive 
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Deep Dive: Professional Services Agreement 
(PSA)
• Health system A has two hospitals and does not have X specialty 

capability. It needs the specialty to be market competitive or to 
meet a community need

• They contract with Medical Group B to provide specialists. Health 
system will provide all technical / facilities aspects. Agreement 
defines responsibilities of each party

• Cost for Medical Group to employ specialists = $1.2M annually

• Medical group 5% management fee = $60,000

• Medical Group professional fee revenue =  $850,000

• Subsidy/contract fee from Hospital System A to Medical Group B 
$1,260,000 - $850,000 = $410,000

Deep Dive: Master Services Agreement (MSA) 
• Health system A contracts with Health system B to provide:

– Technical staffing for imaging and cardiac studies and 
professional interpretation

– Dedicated manager to oversee services, manage 
patient experience, and monitor quality 

– Some services are flat annual fees and others are per 
instance/per patient

• Similar to a PSA however includes technical, management 
and other services

– Valuation is more complex

– Financial structure is similar to a PSA
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PSA/MSA- Pros/Cons

21

PROS

• Simpler to set up and 
dissolve, although often has 
notice requirements

• Involves a set annual fee or 
flat fee per service

• Losses and risks are 
mitigated or capped, if built 
in correctly

• No party must give up 
control 

CONS

• Difficult to adjust if financial 
or other components 
change; requires 
amendment

• Advantages / gains may be 
limited

• May not provide exclusivity

• Typically, does not specify  
joint oversight or long-term 
strategic collaboration

Deep Dive: Joint Operating Agreement (JOA)
• Hospital A and Hospital B create a JOA for a shared population.

• Hospital A brings the specialty unit (physical care location & 
support staff). Hospital B brings sub-specialists

• Through the JOA, Hospital A and Hospital B establish what is 
joined in operations. Scope of joint care (i.e., admission + first 
post discharge follow up visit) is clearly defined

• Each party retains ownership of its respective assets. This drives 
incentives to mutually grow while maintaining independence. No 
Newco is created

• Division of profits and losses are decided upfront based on what 
Hospitals A and B put into the JOA. If the assets are valued at a 
FMV to be 50/50, then the profits and losses are split 50/50
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JOA- Pros/Cons

23

PROS

• Provides exclusivity 

• Each partner can benefit 
from the other’s specific 
expertise and resources 

• Jointly manage / operate and 
financially integrate certain 
assets / operations

• Market capture by partnering 
rather competing

• Lift in joint brands

• Shared gains…

CONS

• More difficult to set up than 
MSA / PSA but less difficult 
then a JV (No Newco is 
created)

• Regulatory considerations 
(e.g., commercially 
reasonable)

• Change is hard; New way of 
thinking and operating 

• …Shared risks / losses

Deep Dive: Joint Venture (JV)

• Hospital A approaches Company B and forms a new entity, 
Newco. Newco is jointly owned 50/50

• For example, 

• Newco hires Company B to develop and operate service line 
x and pays Company B a 10% service fee

• When Newco makes $10M

• $1M goes Company B

• $9M profit is split 50/50 hence, $4.5M to Hospital A and 
$4.5M to Company B

• All downstream goes to Hospital A
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JV - Pros/Cons

25

PROS

• Provides exclusivity 

• Each partner can benefit 
from the other’s specific 
expertise, resources, brands

• Less capital outlay / 
investments needed

• Market capture by partnering 
together to win rather 
competing against one 
another

• Shared gains…

CONS

• More difficult to set up

• Regulatory considerations

• Loss of a degree of control 
for one or both parties

• Potential differences in 
cultures and management 
styles

• Change is hard; New way of 
thinking and operating 

• …and shared risks / losses

Deep Dive: Acquisition

• Health System A wants to grow primary care and acquires 
several independent community practices

• The purchase requires a fair market value paid to the 
seller(s) for assets (e.g., workforce, equipment, vaccines). 
This is the only exchange of dollars. Health System A is not 
sharing any future gains

• Following an acquisition, Health System A takes over the 
operations of the practices

• All assets are combined under Health System A and is one 
legal entity
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Acquisition- Pros/Cons

27

PROS

• Expansion in size such as 
increased number of 
covered lives or increased 
geographic footprint

• Efficiency gains; economies 
of scale and scope

• Purchase of market share

• Elimination of potential 
competitors

CONS

• More difficult to set up

• Regulatory considerations 
(e.g., anti-competitive 
concerns)

• Loss of control for sellers

• Increased capital outlay / 
investments needed for 
purchase 

• Acquisitions may not always 
be friendly; could be hostile

Material Issues Negotiated 

28

AcquisitionJVJOAPSA / MSACo-
Marketing

Governance

Regulatory

Clinical 
Integration

Strategic & Oper.
Optimization

Economic
Integration

Permanency

Typically Resolved 
in Negotiation

May be
Contentious

Potential Deal
Breaker

Not
Applicable

Key:
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Discussion and Collective Learning

• What are examples in your 
organization?  

• How did you structure them?  

• What are the pros / cons?  

• How is success defined? 

29

Questions?
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Wrap up & Thank you!

Cindy Bo, MBA
Cindy has worked in healthcare strategy for over 25 years, ranging across 
the provider, payor and life sciences sectors. She is named by the Becker's 
Hospital Review in 2017, 2016 and 2015 as one of the top 130 women 
hospital and health system leaders to know in the United States. Currently, 
she is the Senior Vice President, Delaware Valley Strategy & Business 
Development for Nemours Children’s Health. At Nemours, she manages the 
strategies and business development processes in support of new growth 
and integration opportunities for both the hospital and practice in the 
Delaware Valley. Cindy is also the past Nemours Enterprise Leader for the 
D.R.I.V.E. (Diversity, anti-Racism, Inclusion, Value and Equity) Strategy. 
Cindy is an Aspen Institute Health Innovators Fellow, Malcolm Baldrige 
Executive Fellow and serves on several distinguished Boards.

cindy.bo@nemours.org

Nemours Children's Health
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Emily Burrell, FACHE
Emily has served the healthcare industry for over 24 years, including 8 years as a 
care provider in hospital and outpatient settings. This was followed by 16 years 
progressive leadership experience in community and academic health systems. She 
currently serves as an Administrator for Nemours Children’s Health, where her 
responsibilities include strategic planning, relationship management, contract 
development, practice acquisitions and operations. Emily holds an undergrad degree 
in Applied Nutrition, a Masters in Business Administration, and has been a Fellow of 
the American College of Healthcare Executives for 10 years. She has served on the 
board of her local chapter (HLNDV) for over 11 years, currently in the role of past-
president. Through this work she has received the ACHE Regent’s Early Careerist 
Award and the HLNDV Administrative Achievement Award.

emily.burrell@nemours.org

Nemours Children’s Health

Additional Resources

• Guide to Health Care Partnerships; Allen, P.M., Finnerty, M.J., 
Gish, R.S., et al. (2016, June). Guide to Health Care Partnerships 
for Population Health Management and Value-based 
Care.Chicago, IL: Health Research & Educational Trust and 
Kaufman, Hall & Associates, LLC. Accessed at www.hpoe.org

• How One Healthcare Organization Is Creating a True System: 
Frontiers of Health Services Management (lww.com) Frontiers of 
Health Services Management 37(4):p 4-16, Summer 2021.

• Healthcare Financial Management Association; hfma.org
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Evaluate This Session
• Download the ACHE 

365 mobile app

• Select Congress

• Go to My Schedule

• Find your session and 
click arrow at right

• Click Evaluate 
Session icon
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