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1 
THE METROHEALTH SYSTEM 
2017 PBVC PROGRAM 
MANAGEMENT RECOMMENDATIONS – ADDENDUM  

CURRENT PROPOSAL 
In mid-February 2017, management proposed several changes to the PBVC program for 2017. 

These changes to the program structure are delineated below. 

1. Metrics to focus on year-over-year improvements – Progressive annual improvements 
are critical to institutionalizing a culture of performance.  Continuity of the majority of 
metrics for several years, and focus on year-over-year improvement is more likely to create 
sustainable culture of performance. 
 

2. Expand the minimum to maximum range from 80-120% to 50-150% – During the initial 
years of the program, concern was voiced for the efficacy of the program, and thus the 
range of performance was deliberately constrained.  The past 4 years have unequivocally 
demonstrated that the program has become a very important driver to MetroHealth’s 
success, as well as driving additional value to the community.  Management recommends 
expanding the range of performance level to better correlate to actual achievement. 
 

3. Change from step-wise measurements to sliding scale – 2013 through 2016, 
achievement was measured at threshold-value for each of the minimum, target, and 
maximum levels. For example if a goal was determined to be 500, 1,000, and 1,500 at 
minimum, target, and maximum levels, and actual performance was 950, then achievement 
is recognized at the minimum level.  Management recommends using a sliding scale (e.g., 
achievement would be measures at 950/1,000, or 95%). 
 

4. Most senior executives (SVP, EVP, and CEO) would all use the same performance 
metrics for evaluation, but have different weights – Previously, the SVP and EVP group 
performance was measured at 70% institutional metrics and 30% personal metrics.  With 
the proposed change, the institutional goals would be equally weighed for the CEO, and 
would emphasize specific areas of responsibility for the CEO’s direct reports.  For example, 
quality metrics would account 40% for the Chief Quality Officer, while each remaining 
metrics weighted at 15%, each.  

 
5. Cap Executive Pay - Previously, individual executive compensation was capped at 105% 

of the 75th percentile.  Management proposes changing executive compensation cap to the 
90th percentile of peer group. 
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Minimum Target Maximum 2016
(50%) (100%) (150%) ACTUAL

Financial (20%)

1. Increase in Adjusted EBIDA1  over 2016 ($ thousands) 20%

Strategic (20%)

1. Gain Unique Patients 10%

2 Gain in Unique Lives in Risk Contracts2 10%

Quality (20%)

1. Improve CMS Star Rating3 10%

2 Improve Aggregate ACO Quality Score4 10%

Community & Diversity (20%)

1. Diverse & Local Construction Spend5 15%

2. Complete Community Engagement6 5%

Efficiency & Engagment (20%)

1. Improve Call Center Service Level @ 30 seconds 10%

2 Improve CGCAHPS  Recommend Provider Top-box Sco 10%

1

2

3

4

5

6

CMS Star Rating as published on medicare.gov/hospitalcompare website and updated quarterly during 2017.
All adult population primary care aggregate ACO metric  ( )

Aggregate design, engineering and construction spend that was originated in 2016 or later to companies with diversity designation including: Minority 
business enterprise ( MBE),Small business enterprise (SBE), and Female business enterprise (FBE).

Complete any number of the following projects:  Community Needs Assessment; Needs Gap Analysis; Identifying 5 Top Priorities for next 3 years.

2017 Goal / Measure Weight
Performance Level

Plan includes a "trigger" equal to the minimum EBIDA improvement (after incentives). Adjusted EBIDA Excludes Board-approved non-recurring 
charges including one-time investment and transitional costs relating to new services, programs, and initiatives and the GASB 68 Pension 

 Includes all attributable lives under Risk arrangements, including Total Cost of Care and two-sided risk arrangements.
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SEPARATION OF FUNDING AND PERFORMANCE METRICS 

Following discussion with several Board members since the issuance of management’s 
proposed changes to the PBVC program for 2017 in mid-February, it became clear that there are two 
distinct elements of the program that when intermixed cause confusion. 

For the sake of clarity, management proposes a separation of the funding and performance 
metrics.  The FUNDING METRIC would determine the level of performance that management needs 
to meet its obligation to financial roadmap for organization success.  This metric would serve as the 
on-off switch for the PBVC, as well as determine the amount available for distribution.   The 
PERFORMANCE METRICS, as discussed in the preceding pages, would determine how the funds 
are distributed based on the achievements.     

1. Funding Metric – Management proposes the funding metric used is Adjusted 
EBIDA.  This metric will assess the amount of funds available for debt payment, 
which is critically important relative to the MetroHealth Transformation. 
 

2. Trigger for funding of PBVC program – Management proposes that the PBVC 
program is funded ONLY after management has achieved the budgeted EBIDA of 
$66 million, which approximates investment grade EBIDA at BBB- rating and is $7 
million improvement over 2016 EBIDA. 
 

3. Minimum funding of PBVC program – Management proposes to fund the PBVC 
program at 50% share between $66 million to $70 million of EBIDA ($2 million in 
total PBVC awards). 
 

4. Additional funding of PBVC program – Management proposes to continue 
funding of the PBVC program at 20% share between $70 million to $100 million of 
EBIDA, and at 10% share between $100 million to $130 million of EBIDA 
 

5. Maximum funding of PBVC program – Management proposes to cap funding of 
the PBVC program at $130 million of EBIDA, which approximates EBIDA at AA+ 
rating, with MetroHealth retaining 100% of EBIDA above $130 million. 

 
See illustrative charts on next two pages. The first chart illustrates how the proposed model 

would impact the portion of EBIDA that is retained by MetroHealth vs. that used to fund the PBVC.  It 
also indicates the threshold level of performance (trigger) and the maximum award.  The second chart 
compares the current (2016 Design) and the proposed (2017 Design) funding, and benchmarks 
performance against S&P 2015 Medians* at various rating levels. 

 
You will note that the funding in the proposed model begins once performance has reached 

investment grade achievement (BBB-) and increases along the benchmarks to a maximum is delayed, 
so that management has to achieve $10 million more in EBIDA to achieve the same level as the 
current design. 

 
*EBIDA is calculated by using S&P 2015 Not-For-Profit Acute Stand-Alone Hospital Median Operating margin (%) + MH budgeted interest & deprecia ion ($50 
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To further illustrate the difference and interplay between Funding Metrics and Achievement 
metrics, we have created the following examples. 

 
EXAMPLE 1 

Assumptions  
• 2017 adjusted EBIDA is calculated at $80 million 
• 2017 Achievement metrics composite equals 110% of target 

Outcomes  
• The PBVC is funded at $4 million which equals the maximum available 

distribution at 150% of target. 
• Since achievement composite equals 110% of target, only $2.93 million is 

distributed by the program [$4 / 150% * 110% = $2.93]. 
• This results in an EBIDA retained by MetroHealth of $77.07 (96.3%) and the 

PBVC program is funded at $2.93 (3.7%).  
 

EXAMPLE 2 
Assumptions  

• 2017 adjusted EBIDA is calculated at $100 million 
• 2017 Achievement metrics composite equals 90% of target 

Outcomes  
• The PBVC is funded at $8 million which equals the maximum available 

distribution at 150% of target. 
• Since achievement composite equals 90% of target, only $4.8 million is 

distributed by the program [$8 / 150% * 90% = $4.8]. 
• This results in an EBIDA retained by MetroHealth of $95.2 (95.2%) and the 

PBVC program is funded at $4.8 (4.8%).  
 

EXAMPLE 3 
Assumptions  

• 2017 adjusted EBIDA is calculated at $140 million 
• 2017 Achievement metrics composite equals 120% of target 

Outcomes  
• The PBVC is funded at the maximum of $11 million which equals the maximum 

available distribution at 150% of target. 
• Since achievement composite equals 120% of target, only $8.8 million is 

distributed by the program [$11 / 150% * 120% = $8.8] 
• This results in an EBIDA retained by MetroHealth of $131.2(93.9%) and the 

PBVC program is funded at $8.8 (6.1%). 
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2017 Proposed program  

 Adjusted 
EBIDA  

  EBIDA 
Retained by 

MH  

 EBIDA 
funding of 

PBVC  

 % of EBIDA 
Retained by 

MH  

 % of EBIDA 
funding of 

PBVC  

$1 to $66 $1 to $66 $0.0 100.0% 0.0% 
$68.0 $67.0 $1.0 98.5% 1.5% 
$70.0 $68.0 $2.0 97.1% 2.9% 
$75.0 $72.0 $3.0 96.0% 4.0% 
$80.0 $76.0 $4.0 95.0% 5.0% 
$85.0 $80.0 $5.0 94.1% 5.9% 
$90.0 $84.0 $6.0 93.3% 6.7% 
$95.0 $88.0 $7.0 92.6% 7.4% 

$100.0 $92.0 $8.0 92.0% 8.0% 
$105.0 $96.5 $8.5 91.9% 8.1% 
$110.0 $101.0 $9.0 91.8% 8.2% 
$115.0 $105.5 $9.5 91.7% 8.3% 
$120.0 $110.0 $10.0 91.7% 8.3% 
$125.0 $114.5 $10.5 91.6% 8.4% 
$130.0 $119.0 $11.0 91.5% 8.5% 
$135.0 $124.0 $11.0 91.9% 8.1% 
$140.0 $129.0 $11.0 92.1% 7.9% 
$145.0 $134.0 $11.0 92.4% 7.6% 
$150.0 $139.0 $11.0 92.7% 7.3% 

 



The MetroHealth System 
EXECUTIVE COMPENSATION PRINCIPLES 

PRINCIPLE CURRENT (2013) PROPOSED (2017) 

Comparison Group Comparably-sized nonprofit and public hospital/health 
systems. 

Comparably-sized nonprofit and public hospital/health 
systems, with average revenues at expected revenues for 
program duration of 3 years. 

Individual Base Salary Individual base salaries set at or below the 50th percentile 
of Total Cash Compensation for the Comparable Group. 
For those executives whose current Base Salary is above 
this 50th percentile of Total Cash Compensation for the 
Comparable Group, their Base shall not be increased until 
such time that market conditions change and surpass their 
current base. 

Individual base salaries will approximate the 50th percentiles 
of Base Salary of the Comparable Group. 
 

System Goals The Board of Trustees will annually establish goals that are 
metric-driven and provide a multidimensional approach to 
organizational success, including financial, strategic, quality 
and operational goals. 

The Board of Trustees will annually establish goals that are 
metric-driven and balanced to achieve short and long term 
organizational success, including financial, strategic, quality, 
inclusion & diversity and operations/satisfaction goals. 

Financial Trigger for PBVC 
activation 

Financial trigger is set at the Threshold or Minimum 
Financial Goals, as annually set by the Board of Trustees.  

Financial trigger will be a distinct funding metric annually set 
by the Board of Trustees. 
Financial Trigger annually set to approximate investment 
grade EBIDA at BBB- rating of healthcare organizations as 
published annually by Standard & Poors. 

Executive Target as % of 
Base Salary 

CEO – 35% 
EVP/SVP – 25% 
Service Line Leader/Chair – 15% 
Center Leader/Director – 8% 

CEO – 35% 
EVP/SVP – 25% 
Service Line Leader/Chair – 15% 
Center Leader/Director – 8% 

Institutional vs. Personal 
Goals 

CEO Institutional: Personal Goals – 100%:0% 
EVP/SVP Institutional: Personal Goals – 70%:30% 
SL Leader/Chair Institutional: Personal Goals – 50%:50% 
Center /Director Institutional: Personal Goals – 30%:70% 

CEO Institutional: Personal Goals – 100%:0% 
EVP/SVP Institutional: Personal Goals – 100%:0% (with 
individually assigned weights for each executive) 
SL Leader/Chair Institutional: Personal Goals – 50%:50% 
Center /Director Institutional: Personal Goals – 30%:70% 

  



PRINCIPLE CURRENT (2013) PROPOSED (2017) 

Range of PBVC performance Minimum – 80% of Target 
Target – 100% of Target 
Maximum – 120% of Target 

Minimum – 50% of Target 
Target – 100% of Target 
Maximum – 150% of Target 

Progression of PBVC performance Stepwise progression – achievement at midpoints, 
will be assumed at the lower performance level. 
System funds PBVC program at 100% after initial 
trigger is achieved. 

Sliding scale progression - achievement at midpoints, will be 
calculated at % of Target performance. 
System funds PBVC program at 50% share for first $4 million 
above EBIDA trigger. 
System funds PBVC program at 20% share for next $30 
million above EBIDA trigger (EBIDA Trigger + $4 million). 
System funds PBVC program at 10% share for next $30 
million above EBIDA trigger (EBIDA Trigger + $34 million). 

Maximum Individual Total Cash 
Compensation 

Total Cash Compensation will be Base Salary plus 
any Performance Based Variable Compensation 
earned for the year. 
Total Cash Compensation for each executive will not 
exceed an amount equal to 105% of 75% Percentile 
of Total Cash Compensation of the Comparable 
Group. 

Total Cash Compensation will be Base Salary plus any 
Performance Based Variable Compensation earned for the 
year. 
Total Cash Compensation for each executive will not exceed 
an amount equal to the 90th percentiles of Total Cash 
Compensation of the Comparable Group.   
Exceptions shall be specifically authorized by the Board of 
Trustees. 

Aggregate Base Salary of Executive 
Group (CEO, EVP, SVP, VP, SL Leader, 
Chairs) 

Aggregate base salaries will be between the 40th – 
50th percentiles of Total Cash Compensation of the 
Comparable Group.  

DELETED 

Aggregate Base Salary + Threshold 
PBVC Compensation of Executive 
Group (CEO, EVP, SVP, VP, SL Leader, 
Chairs) 

Aggregate base salaries will be between the 45th – 
60th percentiles of Total Cash Compensation of the 
Comparable Group.  

DELETED 

Aggregate Base Salary + Target PBVC 
Compensation of Executive Group 
(CEO, EVP, SVP, VP, SL Leader, Chairs) 

Aggregate base salaries will be between the 50th – 
65th percentiles of Total Cash Compensation of the 
Comparable Group.  

DELETED 

Aggregate Base Salary + Maximum 
PBVC Compensation of Executive 
Group (CEO, EVP, SVP, VP, SL Leader, 
Chairs) 

Aggregate base salaries will not exceed 105% of the 
75th percentiles of Total Cash Compensation of the 
Comparable Group.  

DELETED 




