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Surgical Strike on Health Care Group

Managed care companies are
closely watching legal fracas

over 5.E emergency room pact
By Mike McKEE

Cotholic Healtheare West took what has tumed out 1o be a
controversial slep lasi yvear when il bought the administrative
arm of a 5an Francisco-based group of emergency room physi-
cians for 336 milllon,

The Phoenix company, one of the largest hospital systems in
the western United States, planned 1o muanage the groun’s day-

fc-iday business operations through a wholly ovwmsed subsichiary
cilled Merilen |‘I|}.~\.||.'|..1r| Management Co. Inc. Clinical ser
vices werne left under the control of the 100-plus doctors in San
Francisco’s Emergency Physicians Medical Group (EPMG),
which had haspital contracts in Californin, Arrona, Mevada
amd Huowaii

BHut an Ihursday, Merten and the doctors” proop were in
San Fruncisco Supernior Coun preparing to defend themselves
againsi allegstions that Catholic Healtheare's deal viplaies
federal ant-kickback lovws and defies Califomia law aimed af
preventing lay corporations from controlling doctors” medical
diecisions. Trial could begin any day
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Hospital Management Pact Under Scrutiny

Continund fom goge |

chosely walched by heallh cae expeits,
wita say i condd be the fiest in Calilomia
i decide whether 3 masagement services
agreemenl between a physicaans group
amd a lay entity violaies the slase™s peohi-
hison on he cofpoemie  practice of
medicine.

Specifically, Affiliated Catholic Healil-
care Physicians (ACHP) conlends tha s
sprecenent grves Cathalic Healihcare Wesi
(CHW) o lmancigd incentive, via a mas-
apemen fieo, bo reflof paticats wo facililhes
stalTed by EFMC, places emergency
room decion in the poxition of poasibly
making health care docisions fof Rinsscial,
rather than medical, reasons.

Defenee brwyerss say “no such oon-
corma”  exbif. “The undispeted facis
demonsrate,” Liem Guihrie, on associsbe
im the 5.F alfice of Loa Angeles’ Latham
& Walkins, wrote in cour papers, “tha the
agreement hetaeen Meriten and EPMG
dices not constitule the walawifal practice
of medicine, asd thal the masapessnt foc
i na  melierral fee,”

Even 50, the Califoreia Madical Associ:
ation (CMAY wir concomed enough
have s bowyers drafl o plainifls-shie am-
s et ersel that b hopes 1o pet admi-
ied as part of the came recond. The briel has
ewn josned by four other modical grougs,
including the Americaa Academy of

“The corporale practice of madicing bar
is & vital protection for all patkenis im the
stale becouse @ easurey thal @ physicis's
leyally and judgment is o (e paticst (i
and foeemaosl, and does nol have the po-
ienikal 1o be comected or compromised by
lay comtrol,” ChiA amormey Ao Magh-
Fljghan, whe wiote the hvief, sakd Thursday.
“This lew provides a structoral safegoand
which prohilits any sconoma: or clinical

somancd aved @ phyvsician, Madscal pracice
I8 1o encred i this a8 in have it com
promised by economic interess.”

Defenase lawyer Guthre wouldn't com-
matl Thunday, Bl in coun Gofusenta
she sccused the platsiifs of |senchisg an
stinck on “p staphe element of the healih
care sysiem == the managemend sorvices
urganicalion.

“The gquestion presemed,” whe winte, "l
this = whether physicisss must them-
selves perform all of the busisess suppon
and dms collecthon arcthom necewssry o
maintain a practice. umaided by other onki-
tigi; of whether phyixians may be al-
bowed w0 engape oulside enlities o per-
fiorm these funclions, as long as the phyi-

clade 51, Mary's Medical Center im San
Francisco, Seion Medical Center in Daly
City and 0" Connor Hokpital in S Joss.
Affilised Cabolic docior sasi ke
agreemer, which leis EPMG hasdle clis-
ical services while granting Merticn busi-
nesa functions, gives Catfalic Healdheare
West Upervasive control” over  EPMG
i’ declshoss mnd wiclales anii
ickback laws by letting (e corporation
i share in Ihe docteds” prolis.
“Ome of e primary parposes ol e
sharing profuibitsom . . . i 1o discommpe
thoag wha Bave s gty oo contml pa-
tient flow from being influenced 1o reler
patients 1o dociors or [acilities oul of -
nancmal incentive.” lead plainiifls” smioe-

'‘Medical practice is too sacred in this state to have it
compromised by economic interests.’

~ Aslrid Meghrigian, CMA aftomey

cians mainiain whimaie conirol over the
practice of medicime, the irealment af pa-
tienls and the ranning of e bukinesses.”

EPMG b represeated by Seephen Golf,
& pariner in Sacramenio’s NcDonough,
Halland & Allen.

Allilaed Catholic Healhear Fhiyse-
cimns, & Lon Ampeles-baned consonium of
whoot K50 emerposcy noam doceon, ofigs-
nally Filed sail sgainst herilen and EPMG
in March 1998 B oan atsempd 10 Blick
Catholic Healtheare West — & sonprofll
company that operales 48 boapitals in Cal:
ifornia, Aricona and MNevada — from buy-
ing the noa-clinical operathoss of EFMC
Lical facilities thal coukd be alfeciad in

ney David Milksiein, a pariner @ San Fran-
cison's Milltawn & Avagaales, wihe o
COUM DTS,

“When CHW rmpul.ln conirai with
phocvicaan prougs 1o s1all thesr crmarpency
roois, CHW 15 essenially refering ER
paisenls to those phyvicians on an asngaing
basin,™ he weote, SCHYW has & drssmuls in-
cemive 0 chome EPMG over ssother
physician proup. . . CHW |odlrals| well
paih {acconding 1o chest cram admission] b
pervent of the docton” revenue for 3
yean.”

In coun papers, defeme Lyayer Gulbaie
defended the overall apreemesd, saying
such armngements are “quile comMmon-

place withim the bealth cane indusiny.”
Merilen makes no madical devisionn (o
EPMIG posacuns, she sanl, and the reve
enue the company shams with the physa
cians under a peroentage fomesla & rea-
scable under kegindative fules hévane “n
Tairly reflecis the services providad ™

i wasn’ clesr Thenday which judpe
will preside over the trial. kst plainiiffs’
corsosgmn | Josoph Brcalll said the prosedd-
inges whaothd kst Four weeks,

Breall, o pariner & 5F" Breall & Bee-
all, is bead amomey Bor a relabsd e im
San Franchco faderal coan. In Eemerpens
Meaivh Asvoviares v Cebalic Mealih W,
0. 1316, Becall socks $4.8 milkion s dam-
ages on heball of James Severance, who
fow X7 yean handled ER servioes conira-
tually with 51 Joneph™s Hosgaal, 2 CHW-
owhsd facily in Phoemic, Severasce
claiens be was cented wmfaidly im 1998
when 51, Moscpli™s chass B0 conlaagt with
EPML

Breall waid that case s on hald, pesdsnp
the catconse ol the beoslcr e in Afftaal-
wd Catholie Wrmliherse Plianciin

O their Wb site, ACHP aiflicials sym-
paghired with Sevemnoe and wormsod that
a similed Tale could awan ihein Jf ihe
EFMG-Mensen amangement s upheld:
“ACHP believes ihat il this hellwetber
evenl i allovwed 1o oores uagchallonged, o
spells the end of the privaie pracise of
medicine ™

PRaimtilTs" lawwer Mhlkims agnicd

“Uince you bed CHW control the practice
ol emergency room dociors, s just a mal
le ol e holone oiber enlibes Bl v
hospenals decide thual i's wahin (heir imer-
exis o coniel physicians,” e sakl “lE's
B ek side of masaged carg,”

Associare ralinr Mile Mekee's ool
ey v mmobee @ thrvronrelns com



