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-. FEDERAL fRADE COMMISSlON 

JUN 7 1983 


Irwin S. Saith, M.D. 

President 

Health Care Management Associates 

PeOeBox 476 

iLi0areitown9 N c r  Jecsry 08i57 .. 

Dear Gr. a i t h :  


This letter responds to your request for an advisory opinion 
concerning a proposed nCooperating Provider P r o g r m n  (nCPPw) by 
Beaith Care Kanagement Associates ("Hadn)for the organization, 
financing, and delivery of health care services. EiGiiA is a pri- 
vate, for-profit firm incorporated under the laws of the State of 
Wew Jersey. Its purpose is 'to provide professionar consulting and 
administrative services in order to promote cost-containment in the 
heaith care industry." You also have informed us that "no actively 
practicing provider, hospital, payer (employer or insurer) haq any 
direct or indireet financial, controlling, or non-controlling 
interest in IX&Arn 

The Comnission understands that nQLci wishes to establish and 
operate the Cooperating Provider Program "to promote competition . . . by encouraging the awareness of cost [of health care] on the 
part of the user and to-'pressure' individual physicians, hospitals 
and other PPOs [preferred provider organizations) to be cost com- 
petitive . . . ." The Cooperating Provider Program is . 
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intends to contraet individually with health care pro- 
viders such as allopathic and osteopathic physicians, podiatrists., 
oral surgeons, clinical psychologists, and possibly also optome- 
trists, dentists, nurse midwives, and physical therapists. HQllA 
will not enter into cooperating provider agreements with any groups 
or organizations of independently practicing c o m ~ e t i n g  providers; 
it may enter into such agreements with integrated group practices, 
professional partnerships, and institutions employing salaried 
professional staff. "Cooperating providersm will agree to provide 
health care services. to insureds or-beneficiaries covered by third-
pasty payers that eontract .with mIA to offer the Coope~Lting 
provider Program. cooperating providers will total not more t h a n  
10-15 percent of all local area providers, with this participation 
rate relatively uniform across specialties. 

Cooperating providers will have a choice between two methods 
of reimbursement determined by HQU: 1) the lesser of the charges 
submitted by the cooperating provider or a maximum payment schedule 
for services determined by HQW; or 2) the cooperating provider's 
"usual, customary and reasonableR fee for. the service, less a per- 
centage discount (up to a maximum of iS percent) as set forth in 
the third-party payer's cQntract with WbW. Each coqerating 8provider will decide independently whether to contract with 
and will continue 
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whether 






