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“You Call THAT a Joint Venture?”

• Traditional / Equity JV
- Physicians
- Third Parties

• Management Agreements
- Fee-Based

- Equity Based

• Acquisition of Existing Imaging Services
- Freestanding
- Physician Ancillaries

• Co-Management (Contract JV)
- Physician Alignment
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Market Drivers

2000-2005 2005-2010 2010…

Demand Rapid Growth Slowing Growth Steady Growth

Supply Rapid Increase Slow Growth Consolidation
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Reimbursements Stable & Profitable
Hospital
Freestanding

Hospital            ?
Freestanding    ?

Market Share
Hospital
Freestanding

Hospital
Freestanding

Hospital
Freestanding

Demand: Historical Growth

National MRI Outpatient Utilization 
(Medicare Beneficiaries)

National CT Outpatient
(Medicare Beneficiaries)
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Source: Published in Health Affairs January 2010

Reimbursement Cuts
Utilization Review

Demand: Projected Growth

Diagnostic Imaging Industry 
Revenue Projections
2006-2013 ($ Billions)

Outpatient Imaging Growth Forecast
US Market 2007 - 2017
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Source: Washington G2 Reports, Sg2
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Supply: Historical Growth

Annual Increase in Freestanding Imaging Centers

24.6%

14 8%

6,000 FIC
In 2006

3,000 FIC
In 2006
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Source: Verispan, IMV Market Reports, 3d Health analysis

8.8% 8.2%
4.1%

3.4%

7.6%
9.3%

1.3%
3.0%

5.9%

14.8% In 2006In 2006

Supply: Forecasted Consolidation

Diagnostic Imaging Center 
(MRI, CT, Ultrasound, X-Ray)
asking $1.5M

5 Location Full Service Imaging 
Centers: $10.2M, cash flow of 
$2.6M

Imaging Center in New 

Imaging Center (MRI, CT) in 
Denver: asking $2.1M, cash 
flow of $600K

Comprehensive Center in 
Kentucky: asking $9M

Alliance Imaging
- Infusion of capital to 
acquire centers

CDI
- Plans to purchase
8-10 centers

Imaging Center in Fort 
Worth Texas: asking 
$900K plus $1.5M for real 
estate

Full Service Imaging 
Center asking $600K

Imaging Center, SF Bay Area: 
asking $1.3M

Imaging Center in New 
Jersey: asking $1.9M

3 Location Imaging Center: 
Asking price withheld

Miami-Dade County: asking 
$1.6M, cash flow of $482K

OIA
- Evaluating 4-5 acquisitions
Per month

Supply: Forecasted Consolidation

4 hospital system
buying radiologist JV

3 hospital system buying 
cardiologist non-invasive 
imaging

Community hospital 
buying competing 
freestanding imaging 
center

Charis Healthcare Clients
Indiana:

Ohio: 

Hospital evaluating purchase of competing 
freestanding imaging centers

purchasing MRI services from ortho group

6 hospital system buying 
cardiologist non-invasive 
imaging

4 hospital system buying 
orthopedic and 
cardiologist imaging

Hospital system 
purchasing cardiologist 
imaging

North Carolina:

Florida:

Contiguous
Body Parts

Reimbursement: Freestanding Freefall

DRA Passed

Freestanding Reimbursements Cuts Since 2005

DRA Takes 
Effect

DRA Copycats 
(private payers)

Medicare Physician
Fee Schedule Reductions

Utilization Rate to 90%
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Cut 25% to 
50%

Cut $900M
Annually

Cut $2.6B 
Over 5 Years

Cut 21.5%

2005 2006 2007 2008 2009 2010 2011 2012 2013

Reimbursement: Hospital – Freestanding Disparity

Modality HOPD Local IDTF Regional IDTF National IDTF

CT $608 $201 $235 $311

MRI $1,344 $442 $396 $532
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Margin: Hospitals Stable

Physician Response Average

Hospital Contribution Margin:
Top 4 Outpatient Services (2008)

$24.1B
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Cardiology Radiology

Source: Healthcare Advisory Board

$7.7B

$3.3B$3.1B

Orthopedics Lab
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Market Share: The Battle for Scans 

75%

70%

65%

60%

55%

50%

45%

63%

53%
52%

41%

Hospital Share of Imaging Volume

13

40%

35%

30%
2005   2006   2007   2008  2009   2010   2011   2012   2013

41%

CT MRI PET Nuclear Medicine

Source: Advisory Board, Thomson Reuters

Regulatory Environment

• Stark I
• Stark II
• Anti Kickback

• Stark III
- Under Arrangements 
“RIP”

- “Stand in the Shoes”

• Reform!
• Bundled Payments
• ACO’s
• P4P

2010…2000-2005 2006-2010
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• Return of RBM’s
2.64M CT
1.66M  MRI
(2005 -2008)

Regulatory Environment

Equity Joint Venture
(Shared Ownership)

+ Aligned Incentives
– Limited Legal Models
– Freestanding Rates

Radiologists
Third Parties

Management 
(Hospital Ownership)

+ Hospital Rates
+ Management Expertise
+ Retail Model
+ Aligned Incentives
– No Physician Integration

Third Parties
Physicians
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Co-Management
(Hospital Ownership)

+ Hospital Rates
+ Physician Integration
+ Aligned Incentives

Physicians

Acquisition & Restructuring
(Hospital Ownership)

+ Hospital Rates
? Partial Physician Integration
? Aligned Incentives

Physicians

Equity Joint Venture

Hospital
Equity Partner

•Radiologists
•Third Party

ImagingCenter(s)

•Equity
•% Ownership
•Negotiating Leverage

(at 51%)

•Equity
•% Ownership

•Provider Number (IDTF)
•Contracts
•Billing & Collections
•Freestanding Rates
•Management Functions

Co-Management

Co-Management Agreement
Hospital

Physician
Management
Company

Fixed 
Duties

Performance
Metrics

Staffing
Supplies

Equipment

$

ImagingCenter(s)

50% 50% 2 of 3

Equipment

Management Functions

•100% Ownership
•Provider Number
•Contracts
•Billing & Collections
•Hospital Rates

Management Functions

Critical Success Factors
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Critical Success Factors

• Balance Compensation and Fair Market Value
- Qualified Valuation 
- Commercial Reasonableness
- Physician Caution

• Align Incentivesg
- At-Risk Compensation
- Performance Metrics
- Physician Integration

• Measure and Monitor Performance
- Baseline Performance
- Incremental Thresholds
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Action Plan

Market
Assessment Vision Strategy

Business
Plan

Partner 
Identification &
Due Diligence 
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Structure &
Governance Launch

Operational
Plan

Business 
Development
Plan

Action Plan – Key Considerations

• Market Assessment
- Demographics
- Competitors / Providers
- Physicians
- Payors / Leverage

• Partner Identification and Due Diligence
- Volume and Market Share
- Physician Relationships
- Payor Contracts and Reimbursement Rates
- Accreditation
- Operations and Business Development
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Healthcare Reform?
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