
Suspicions arise that HCFA is using
reduced RVUs to downgrade payments 
New system hits critical care docs especially hard

Despite a number of positive payment-related provisions, a grow-
ing number of physician specialty groups are raising questions
and eyebrows about several easily overlooked changes that

lower reimbursement levels contained in the recently published Medi-
care physician fee schedule for 2000. That includes what some say looks
like a backdoor attempt to reduce physician payments by whittling
away at the worth of the relative work value units used to set fee scales
for specific codes. 

Work value units are used to determine 54% of any particular medi-
cal service’s payment value and are a major component of the newly
installed relative value unit (RVU) system used to calculate Medicare
physician payments. 

Since 1991, the American Medical Association/Specialty Society 
RVU Update Committee, also called “the RUC,” has been charged with
studying and recommending work relative values for consideration by
the Health Care Financing Administration (HCFA) when it assigns new
and revised payment codes. 

During this relatively short working relationship, HCFA has accepted
90% to 95% of the RUC’s recommendations. For the 2000 physician fee
schedule, however, HCFA rejected and then reduced 20 of the RUC’s 65
unanimous work value recommendations — a 30% turndown rate.
Hardest hit were codes relating to services and procedures provided to
critically ill patients. 

Moreover, HCFA has indicated that it plans to track how often codes
for critical conditions are used, implying that further reductions might
occur in RVU values if utilization rises. That move has alarmed a num-
ber of physician lobbies. 

If that informal practice becomes formal agency policy, many special-
ties are worried HCFA will expand the monitoring mandate from criti-
cal care to a range of other kinds of codes.
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Final rule fallout: 
The good and the bad
New SGR formula may stabilize fees

The Health Care Financing Administration’s
(HCFA) new 2000 physician fee update is a

5.4% increase — the maximum under current
law. The conversion factor will be $36.61. By
contrast, last year’s payment update was 2.3%
with a conversion factor of $34.73. 

Practices will have to wait a few weeks
before seeing any additional cash in their pock-
ets because, as part of its Y2K contingency plan,
HCFA is delaying making updated payments
for services performed on or after Jan. 1 until
Jan. 17.

Claims filed for services rendered before
New Year’s Day should be paid as usual.
Claims for services begun in 1999 but contin-
ued into 2000 will be held until the Jan. 17 
fail-safe date, when HCFA hopes to feed the
updated fee schedule into its computers. 

SGR changes move forward

Before recessing for the Thanksgiving legisla-
tive break, the House passed an omnibus spend-
ing bill including many long-sought revisions in
how Medicare’s sustainable growth rate (SGR) 
is calculated, which should moderate recent
volatility in Medicare payments while minimiz-
ing future errors in estimating future fees.

The SGR comprises four factors: 
1. percentage increase in fees for physicians’

services;
2. the projected change in Part B enrollees

(excluding those enrolled in Medicare+Choice); 
3. the projected increase in real gross domes-

tic product per capita; 
4. the percentage change in physicians’ ser-

vices resulting from changes in law/regulation. 
In 1998, HCFA underestimated the gross

domestic product by one-third. In 1999, the
agency projected that Medicare+Choice enroll-
ment would grow by 29%, but it actually grew
by only 11%. These two errors resulted in a 
$3 billion underpayment to physicians, the
American Medical Association estimates. 

A major element in HCFA’s Nov. 2 final rule

was the official implementation of its new two-
tier coding policy that states “facility practice
expense RVUs [relative value units] can never 
be higher than the nonfacility practice expense
RVUs.“ For 2000, that adjustment affects 222
facility services, with more expected as HCFA
expands the policy to other codes. Agency offi-
cials justify the action on the premise that office-
based practices carry higher overhead in the
form of office rent, equipment, and supplies
than do physicians who render most of their
medical services in a hospital setting. 

As part of the initiative, this year Medicare
stops paying physicians for the cost of bringing
their staff to assist them with surgical or other-
wise hospitalized patients. Hardest hit by the
new policy are anesthesiologists and cardiac
surgeons, who are looking at pay cuts of 8% 
and 6%, respectively. 

The rule “totally contradicts the expressed
will of Congress that practice expense reim-
bursement must ‘recognize all costs’ incurred
by physicians,” says Nicholas T. Kouchoukos,
MD, president of the Society of Thoracic
Surgeons in Chicago. In turn, affected medical
specialties are lobbying HCFA to postpone the
change until 2001. A move opposed by many
primary care practitioners. 

“It just does not make sense to make a carte
blanche assumption that those costs should be
included in fee schedule,” counters Robert
Doherty, senior vice president for governmental
affairs at the American College of Physicians-
American Society of Internal Medicine, based in
Philadelphia. 

HCFA’s position, meanwhile, remains that: 
1. Medicare should not pay twice for the

same service.
2. It is not typical practice for most special-

ties to use their own staff in the facility setting.
3. Inclusion of those staff costs is inconsistent

with both the law and Medicare regulations. 
HCFA also points to an American Hospital

Association study that found while 63% of the
hospitals had a physician bring his or her own
staff to a member facility over a six-month
period, only 11% of hospitals said it was a regu-
lar practice. HCFA’s basic position is it has “not
seen sufficient data to convince us that the use of
the physician’s clinical staff in the facility setting
is a typical practice.” And until it does, the new
rule stays.  ■



“From our perspective, it is an absolutely
inappropriate policy that is sort of hidden in 
the rule,” says Katie Orrico, director of the
Washington, DC, office of the American
Association of Neurological Surgeons. “This 
has potentially dangerous implications for 
other codes in the fee schedule which could
affect any number of specialties.” 

“This is little more than regulatory blackmail,”
says George Sample, MD, a surgical intensivist
at the Washington (DC) Hospital Center. 

While the total dollar impact of the 2000
changes is not yet known, the American Medical
Association estimates that HCFA’s slashing of the
RUC-recommended new work value RVUs for
just two often-used codes will shrink Medicare
payment for physician services by a whopping
$27.6 million, annually. 

The two codes are: 
• 99291 (critical care, first hour). RUC recom-

mended a 4.00 work RVU. HCFA approved a 3.60
work RVU.

• 99292 (critical care, additional 30 minutes).
RUC recommended a 2.00 work RVU. HCFA
approved a 1.80 work RVU.

Age drives the change

What is setting up this conflict? With the pop-
ulation starting to age at an increasingly faster
rate, many physicians say critical care is being
underreimbursed by Medicare. Because of that
demographic driver, HCFA knows it has to keep
a tight lid on the cost of services doctors render
to critically ill patients if it is going to stop
Medicare from spurring increasingly larger
lakes of red ink. 

With more than 7,000 different CPT codes cur-
rently in use, some providers are afraid if HCFA
continues to reject otherwise well-considered
RUC recommendations, it will mean a financial
version of slow death by 1,000 tiny (and some not
so tiny) cuts in Medicare RVU levels. 

What especially worries many provider groups
is that the action came without the usual advance
warning from HCFA that a major change was in
the works. “Despite the fact that we were work-
ing in good faith, HCFA arbitrarily and unilater-
ally decreased the relative value units,” says
Sample. 

Look for plenty of behind-the-scenes maneu-
vering in coming months as physician interests
and administration regulators battle this one
out.  ■
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Fee rule clarifies 
site-of-service policy 
Office procedures are favored

In 1998, the Health Care Financing Admin-
istration (HCFA) defined hospitals, skilled

nursing facilities (SNFs), and ambulatory
surgical centers (ASCs) to be qualified facili-
ties for practice expense purposes. When it
came to determining physician practice
expenses payments, all other sites of service
are considered to be nonfacility settings. 

Under the new payment rules that go into
effect New Year’s Day, HCFA will pay a
higher physician fee for those services and
procedures performed by practitioners in a
nonfacility office setting. 

In its original proposal, HCFA said this
site-of-service differential applies for proce-
dures performed in an ASC that are not on
the Medicare-approved list, for therapy ser-
vices provided in the facility setting, and for
services provided to facilities where there is
a “mixture” of nursing home and SNF
patients. 

What’s clarified

The final rule makes several clarifications,
including the following: 

• When a physician performs a procedure
on the ASC-approved procedures list in an
ASC, the lower facility practice expense rela-
tive value unit (RVU) applies.

• When a physician performs a procedure
in an ASC that is not on the ASC-approved
procedures list, the higher nonfacility prac-
tice expense RVU applies.

• Site-of-service designations are not
meaningful for a monthly service that may 
be provided in different settings for the same
patient during a given month. In turn, CPT
codes 90918 through 90921 should always be
reported as a nonfacility service.

• All outpatient rehabilitation services 
are subject to the nonfacility based practice
expense.  ■



You can use RVUs to set
and revise practice fees
Here are the steps involved

The resource-based relative value scale
(RBRVS) introduced by Medicare in the early

1990s represents an attempt to reduce health care
costs by assigning a resource unit of measure to
medical procedures, based in part, on expected 
— rather than actual — resource consumption, 
notes K. Christopher Kaiser. Kaiser is a CPA in
Columbus, OH, who is active in the Healthcare
Financing Management Association.

The scale’s relative value units (RVU) for
physician services are made up of three compo-
nents: work, malpractice expense, and practice
expense. Medicare payments are based on the
total RVU assigned to each procedure. 

“While many specialty associations disagree
with the RVU calculations and try to increase the
total units for their specialties, the inescapable
fact is that Medicare payments are still based on
these units,” stresses Kaiser.

Many commercial managed care plans have
reacted by adopting their own RVU fee schedule
tied to Medicare — either as a payment related to
a percentage of the Medicare allowable fee sched-
ule or a dollar amount per RVU. That means to
avoid being mislead by an inappropriate analysis
when negotiating managed care contracts, prac-
tices must remember to correlate their fees with
the RVU payment method used by specific pay-
ers, Kaiser says. 

In turn, smart practitioners will review their
practice patterns to see what effect the new
Medicare-assigned RVUs will have on their pro-
jected cash flow.

Analyzing your current fee schedule

According to Kaiser, step one in resetting fees is
to analyze the current fee schedule by calculating
the current fee per RVU. To simplify that exercise,
eliminate low-volume, low-fee CPT codes from the
analysis and concentrate on those codes that have
the greatest impact on the practice. 

Here are the steps:
1. Prepare a spreadsheet to calculate the fee per

RVU by dividing the total fee by the total RVU
for each selected CPT code.

Check to see if your current billing system has

updated the RVU information loaded in its fee
schedule. If not, you can do so manually by
obtaining the 2000 Medicare RVU values from the
Nov. 2, 1999, Federal Register. 

2. After the dollar fee per RVU schedule is
completed, sort the schedule in descending order
of fee per RVU. “Most procedures should fall
within a fairly tight range of approximately $80
to $130 per RVU for a surgery practice and $50 to
$80 per RVU for a family practice,” notes Kaiser.
Procedures with a low fee per RVU relative to
this range are potentially underpriced, and proce-
dures with a high fee per RVU are potentially
overpriced, he advises.

3. Perform a more detailed payment analysis 
of a select group of 10 to 20 potentially under-
priced and overpriced procedures “If the billing
system allows payment analysis by CPT code,
run reports for these codes based on a six- to 12-
month payment history,” he says. “From this
detailed payment analysis, it is possible to deter-
mine whether payers are currently paying the
total fee for these procedures.”

Look for data in contracts

In markets with high managed care penetra-
tion, payers frequently do not pay the full “list
price” fee for many services and procedures.
Lowering fees for those procedures, therefore,
will not result in any reduced-cash income.
However, if a payer is currently reimbursing the
full practice fee for an otherwise underpriced
procedure, raising its price will increase income. 

If your information system cannot provide
detailed payments analysis by CPT, look for that
information in your current managed care con-
tracts. Compare the fee schedule to current man-
aged care contracts for those overpriced or
underpriced procedures.

If the contracts do not supply this information,
ask your managed care company to provide a
copy of their latest fee schedule.

“Many payers are reluctant to provide this
information for large numbers of CPT codes.
However, by requesting this information for a
representative sample of CPT codes, it is possible
to develop a payment fee schedule per RVU for
the practice,” says Kaiser. 

4. Adjust fees based on the average fee per RVU.
To calculate the practice’s average fee per RVU,
determine the total RVUs produced using the most
current annual production reports, then divide the
total dollar volume by total RVUs produced.  ■
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Payment rules relaxed 
for physician extenders
More nonphysician services will be covered

One controversial new change in Medicare
payment rules removes current restrictions

on the areas and settings in which nurse practi-
tioners (NPs), clinical nurse specialists (CNSs),
and physician assistants (PAs) can be paid
directly off the physician fee schedule for per-
forming diagnostic tests previously only pro-
vided by or under the supervision of a physician.

Many medical societies see this as another
attempt to water down the Medicare fee schedule
by expanding the number of reimbursable ser-
vices that can be performed by nonphysician
providers. 

Under the new regulation, no physician super-
vision is required of NPs and CNSs performing
X-rays and other diagnostic tests if they are
already authorized by the state to conduct those
tests. In addition, PAs authorized by state law to
perform diagnostic tests now only need only a
general level of physician supervision to be paid
directly by Medicare.

Also included in the final rule are NPs and

CNSs who perform state-authorized tests at inde-
pendent diagnostic testing facilities (IDTF). For
IDTF billing purposes, HCFA has instituted a
retroactive March 15, 1999, implementation date.

There is an exception. The new rules do not
apply to pathology or laboratory codes in the
80000 series of the CPT payable under the physi-
cian fee schedule because those codes already
are covered by the Clinical Laboratory Improve-
ment Amendments (CLIA) regulations. As such,
CLIA regulations should determine the level of
supervision necessary, if any, for those proce-
dures. (For a list of other changes in Medicare
payment policies, see Physician’s Coding
Strategist, p. 7.)  ■

New exemptions broaden
anti-kickback laws
New safe harbors focus on ASCs

Eight new final regulatory “safe harbors” to
federal anti-kickback laws have been insti-

tuted by the Department of Health and Human
Services’ Office of the Inspector General (OIG).
The new safe harbors protect certain investment

interests in four categories of freestanding
Medicare-certified ambulatory surgical 
centers (ASCs): 

• surgeon-owned ASCs; 
• single-specialty ASCs (such as all 

gastroenterologists); 
• multispecialty ASCs such as a mix of

surgeons and gastroenterologists); 
• hospital/physician-owned ASCs. 
According to the OIG, a physician

investor in an ambulatory surgical center is
only protected if the ASC is considered an
extension of the office practice. Hospital
investors must not be in a position to make
or influence referrals. However, the ASC
safe harbor does not apply to other physi-
cian-owned clinical joint ventures, such as
cardiac catheterization labs, end-stage renal
dialysis facilities, or radiation oncology
facilities.

The new provisions, unveiled Nov. 19,
“reflect our desire to accommodate the legit-
imate concerns of the industry and to pro-
mote the effective and efficient delivery of
health care services to federal health care
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HCFA wants suggestions 
to improve Medicare

The Health Care Financing Administration is seeking sug-
gestions from the public on ways to make Medicare more

efficient. The requirements for submitting the suggestions are
as follows:

• Anyone can make a suggestion, except Medicare con-
tractors, employees of federal agencies, federal contractors,
employees of federally sponsored research and demonstra-
tion projects, any federal officer or employee, or immediate
families of any of those groups.

• HCFA has sole discretion to determine whether a sug-
gestion has merit, whether it will be implemented in part or in
whole, and whether the individual making the suggestion will
receive an award.

• Suggestions must be submitted in written form and
include: 

— description of an existing problem; 
— method for solving the problem; 
— if known, an estimate of potential savings to Medicare. 
Send suggestions to: HCFA, Suggestion Program, 7500

Security Blvd., Baltimore, MD 21224-1850. ■



program beneficiaries,” says Inspector General
June Gibbs Brown. 

On the books since 1972, the federal anti-kick-
back law prohibits anyone from knowingly and
willfully receiving or paying anything of value to
influence the referral of federal health care pro-
gram business. Violations of the law are punish-
able by up to five years in prison, criminal fines
up to $25,000, administrative civil money penal-
ties up to $50,000, plus exclusion from participa-
tion in federal health care programs. 

OIG-authorized safe harbors are intended to
protect providers engaging in relatively innocuous
— and in some cases even beneficial — commer-
cial arrangements otherwise prohibited by the
anti-kickback law from unnecessary prosecution. 

The OIG previously published 11 regulatory
safe harbors in 1991 and two in 1992. 

“Safe harbors immunize certain payment and
business practices that are implicated by the anti-
kickback statute from criminal and civil prosecu-
tion under the statute,” notes OIG spokeswoman
Alwyn Cassil. “To be protected by a safe harbor,
an arrangement must fit squarely in the safe har-
bor,” says Cassil. “Failure to comply with a safe
harbor provision does not mean that an arrange-
ment is per se illegal. Compliance with safe har-
bors is voluntary, and arrangements that do not
comply with a safe harbor must be analyzed on a
case-by-case basis for compliance with the anti-
kickback statute.”

Any providers wondering whether their
arrangements qualify for safe harbor protection
can request an advisory opinion. Instructions on
how to request an advisory opinion are available
on the Internet at www.hhs.gov/oig/advopn/
index.htm. 

Here are other elements of new safe harbor
rules:

• Joint ventures in underserved areas. Many
health care ventures in underserved areas com-
plain that existing limits on physician ownership
and on the revenues that can be derived from
referrals from physician investors make it hard
for them to attract needed capital. Meanwhile,
those projects often fail to fit into the existing safe
harbor for small entity joint ventures. 

In response, the OIG has relaxed several of the
conditions of the existing joint venture safe har-
bor. For instance, the new safe harbor permits a:

— higher percentage of physician investors —
up to 50%; 

— unlimited revenues from referral source
investors. 

The new safe harbor also expands on the 1993
safe harbor by including joint ventures in under-
served urban, as well as rural, areas. To qualify, a
venture must be located in a medically under-
served area, as defined by HHS regulations, and
serve 75% medically underserved patients. 

This safe harbor also protects recruitment pay-
ments made by entities to attract needed physi-
cians and other health care professionals to
designated rural and urban health professional
shortage areas (HPSAs).

The safe harbor requires at least 75% of the
recruited practitioner’s revenue to be from
patients who reside in HPSAs or medically
underserved areas or to involve patients who are
members of medically underserved populations,
such as the homeless or migrant workers. The
safe harbor limits those payments to three years.
However, it does not specifically prescribe what
kind of payments are protected, such as income
guarantees or moving expenses, instead leaving
that be to be negotiated by the parties involved. 

To help prevent the disguising of such pay-
ments as compensation for patient referrals, the
safe harbor does not protect payments hospitals
make to existing group practices to recruit physi-
cians to join the group, nor does it protect pay-
ments to retain existing practitioners. Those
arrangements remain subject to case-by-case
review under the anti-kickback statute. 

• Sales of physician practices to underserved
areas. This protects hospitals in HPSAs that buy
and “hold” the practice of a retiring physician
until a new physician can be recruited to replace
the retiring one. To qualify for safe harbor protec-
tion, the sale must be completed within three
years, and the hospital must engage in good faith
efforts to recruit a new practitioner. 

• Subsidies for obstetrical malpractice insur-
ance in underserved areas. This protects a hospi-
tal or other entity that pays all or part of the
malpractice insurance premiums for practitioners
engaging in obstetrical practice in HPSAs. To
qualify for protection, at least 75% of the subsi-
dized practitioners’ patients must be medically
underserved.

• Investments in group practices. Physicians
may invest in their own group practice, if that
practice meets the physician self-referral (Stark)
law definition of a group practice. The safe har-
bor also protects investments in solo practices
where the practice is conducted through the solo

6 PHYSICIAN’S PAYMENT UPDATE ™ / January 2000

(Continued on page 11)



It’s time to think about
modifier -25 changes
If you want extra money, put it in the record

One of the changes in coding procedures con-
tained in the Health Care Financing Admin-

istration’s (HCFA) new Physician 2000 fee
schedule pertains to the use of the -25 modifier in
connection with an evaluation and management
(E/M) code.

Previously, a significant, separately identifiable
E/M service had to be furnished before a sepa-
rate procedure with a global period of 0, 10, or 90
days before the E/M service also will be paid in
addition to the procedure. 

The current coding method for indicating that
the E/M service is not related to the surgical pro-
cedure is to append modifier -25 (significant, sep-
arately identifiable evaluation and management
service by the same physician on the same day of
the procedure or other service) to the E/M ser-
vice code.

HCFA’s new rule says for procedures that have
a global period indicator of “XXX,” when a sig-
nificant separately identifiable E/M service is fur-
nished at the same time by the same physician,
the physician must append to the E/M service
code the modifier -25.

HCFA justifies this new policy by arguing
every procedure already has some kind of inher-
ent E/M component. Therefore, for an E/M ser-
vice to be paid separately, a significant separately
identifiable service should be documented in the
medical record. 

“In other words, we want to prevent the prac-
tice of physicians reporting an E/M service code
for the inherent evaluative component of the pro-
cedure itself,” states the final regulation.

HCFA says it will not require the routine use of
modifier -25 with all procedures having a global
indicator of “XXX.’’ Instead, it plans to identify
specific codes with which the E/M service fur-
nished would need to be documented as being
significant and separately identifiable with a -25
modifier.

Responding to questions about whether this
new modifier policy applies to diagnostic tests,
immunizations, laboratory and pathology ser-
vices, HCFA notes it is “not making a blanket
requirement that modifier -25 be used with 
every code in a specific category of services.” 

Instead, it “will implement this coding policy
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Changes to modifier -25 rule

The 2000 Medicare physician fee schedule
makes these changes in the use of the -25

modifier:
• It includes procedures with a global period

indicator of “XXX’’ in the application of the global
surgery payment policy relating to the use of mod-
ifier -25.

• HCFA does not require the routine use of
modifier -25 with all procedures having a global
indicator of “XXX.’ Instead, HCFA will later identify
specific codes the modifier is to be used with
when an E/M service is furnished. 

• Before paying a -25 related claim to a low
level E/M, HCFA wants to see documentation jus-
tifying a “ significant and separately identifiable”
service or procedure. 

• Specific procedure codes for which the use 
of modifier -25 is required when a significant sep-
arately identifiable E/M service is furnished and
reported by the same physician or nonphysician
practitioner will be published as edits in the
Correct Coding Initiative no earlier than Oct. 1.  ■



for specific . . . codes when we believe there is
abuse — or the potential for abuse — in the
reporting of an E/M service.” 

As such, HCFA also says it will give physician
specialties the opportunity to review and com-
ment before it implements any edits for a specific
code combination.

HCFA hopes to begin to identify and include
specific procedure codes for which the modifier
-25 will be required in the Correct Coding Initia-
tive edits due out in October 2000.

Meantime, HCFA is encouraging all practition-
ers to familiarize themselves with these modifiers
and use them when applicable.

Tip: Some specialties rarely furnish a service
designated as one with no global period without
performing services represented by an E/M visit
code. HCFA’s coding gurus agree an identifiable
E/M service may be furnished with many proce-
dures where no global period applies. 

However, HCFA auditors will be looking for
instances in which a minimum amount of evalua-
tion is done as a “inherent component of the ser-
vice or procedure.” In such instances, HCFA
does not feel it is appropriate to report a mini-
mum level E/M code in addition to the service 
or procedure.

In other words, if you want to try to add a
questionable low-level E/M fee onto a specific
service or procedure, HCFA is probably going to
question the claim.  ■

HCFA announces 
reimbursement changes
Pap smears, prostate exams affected

Beginning Jan. 1, the Health Care Financing
Administration (HCFA) made several changes

to Medicare payment policies. Here’s a summary:

1. Pap smears. Codes for a physician’s interpre-
tation of an abnormal Papanicolaou (Pap) smear
were revised in November 1998 to include three
HCPCS level II codes (P3001, G0124, and G0141),
in addition to the CPT code 88141. 

HCFA now says it is more appropriate to eval-
uate the work, practice expense, and malpractice
relative value units for those codes identically to

the values for CPT code 88141. The practice
expense RVUs are now identical for HCPCS
codes P3001, G0124, and G0141.

2. End-stage renal disease. Reacting to concerns
about the application of the site-of-service differ-
ential to the monthly capitated payment (MCP) for
end-stage renal disease services (CPT codes 90918
through 90921), HCFA agreed that site-of-service
designations are not meaningful for a monthly ser-
vice that may be provided in different settings for
the same patient in a given month. The final rule
specifies that codes 90918 through 90921 “should
always be reported as a non-facility service.”

3. Prostate cancer screening tests. Provides for
Medicare coverage of an annual prostrate cancer
screening digital rectal examination (DRE) and an
annual screening prostate-specific antigen (PSA)
test for men at least age 50, plus one day. To qual-
ify, the DRE screening must be performed by the
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Effect of new RVUs 
on selected procedures
Here are some of the codes affected

The table on p. 9 shows the percentage
shift in total payment (in year 2000 physi-

cian fee schedule dollars) for selected high-
volume procedures resulting from the Health
Care Financing Administration’s (HCFA)
new rules for practice expense and malprac-
tice relative value units (RVUs). It also shows
the effect on whether the procedure is per-
formed in an office or facility setting once the
final RVUs are fully implemented in 2002.

In general, HCFA says payments for ser-
vices in the facility setting, including evalua-
tion and management services, are declining
due to its policy to exclude costs associated
with bringing clinical staff to the facility set-
ting. Payment for a tissue exam by a patholo-
gist (CPT 88305) is increasing due to HCFA’s
proposal to remove the service from the zero
work pool. The increase in value for the tech-
nical portion of the services causes a corre-
sponding increase in the global service. ■

(Continued on page 10)



January 2000 / PHYSICIAN’S PAYMENT UPDATE ™ 9

Total Payment For Selected Procedures 
Code Mod Description Old non- New non- Percent Old New Percent

facility facility change facility facility change

11721 ........ Debride nail, 6 or more ....................................... $39.18 $39.18 0% $34.43 $28.56 -17%
17000 ........ Destroy benign/premal lesion ............................. 49.43 60.41 22 32.24 32.95 2
27130 ........ Total hip replacement.......................................... NA NA NA 1,435.23 1,395.71 -3
27236 ........ Treat thigh fracture .............................................. NA NA NA 1,118.73 1,065.82 -5
27244 ........ Treat thigh fracture .............................................. NA NA NA 1,133.38 1,085.96 -4
27447 ........ Total knee replacement ...................................... NA NA NA 1,500.43 1,460.52 -3
33533 ........ CABG, arterial, single ......................................... NA NA NA 1,940.01 1,829.59 -6
35301 ........ Rechanneling of artery ....................................... NA NA NA 1,124.23 1,133.93 1
43239 ........ Upper GI endoscopy, biopsy............................... 272.41 247.14 -9 147.63 139.13 -6
45385 ........ Lesion removal colonoscopy............................... 413.00 462.80 12 292.69 275.70 -6
66821 ........ After cataract laser surgery................................. 201.74 196.98 -2 191.58 170.99 -11
66984 ........ Remove cataract/insert lens ............................... NA NA NA 700.03 654.65 -6
67210 ........ Treatment of retinal lesion................................... 593.87 602.66 1 545.08 550.67 1
71010 26... Chest X-ray ......................................................... 8.79 8.79 0 8.79 8.79 0
71020 ........ Chest X-ray ......................................................... 35.15 34.42 -2 35.17 34.42 -2
71020 26... Chest X-ray ......................................................... 10.62 10.62 0 10.62 10.62 0
77430 ........ Weekly radiation therapy..................................... 180.14 187.83 4 180.23 187.83 4
78465 ........ Heart image (3d), multiple .................................. 542.25 527.24 -3 542.52 527.24 -3
88305 ........ Tissue exam by pathologist ................................ 61.51 82.01 33 61.54 82.01 33
88305 26... Tissue exam by pathologist ................................ 40.28 40.64 1 40.29 40.64 1
90801 ........ Psy dx interview.................................................. 143.53 146.09 2 142.86 138.77 -3
90806 ........ Psytx, off, 45-50 min. .......................................... 97.76 97.76 0 95.98 93.73 -2
90807 ........ Psytx, off, 45-50 min w/e&m ............................... 101.79 103.62 2 102.94 99.22 -4
90862 ........ Medication management..................................... 49.79 50.89 2 49.09 46.50 -5 
90921 ........ ESRD related services, month............................ 245.31 263.25 7 245.43 237.26 -3
90935 ........ Hemodialysis,one evaluation. ............................. NA NA NA 69.97 61.51 -12
92004 ........ Eye exam, patient new........................................ 120.83 124.49 3 86.82 88.61 2
92012 ........ Eye exam established patient ............................. 75.79 63.71 -16 36.27 36.61 1
92014 ........ Eye exam & treatment. ....................................... 87.87 91.53 4 58.98 59.68 1
92980 ........ Insert intracoronary stent .................................... NA NA NA 949.13 851.63 -10
92982 ........ Coronary artery dilation. ..................................... NA NA NA 716.15 630.12 -12
93000 ........ Electrocardiogram, complete .............................. 26.36 26.36 0 26.37 26.36 0
93010 ........ Electrocardiogram report ................................... 8.79 8.79 0 8.79 8.79 0
93015 ........ Cardiovascular stress test................................... 106.55 104.35 -2 106.60 104.35 -2
93307 ........ Echo exam of heart............................................. 204.30 198.08 -3 204.40 198.08 -3
93307 26... Echo exam of heart............................................. 49.79 48.70 -2 49.82 48.70 -2
93510 26... Left heart catheterization .................................... 231.03 247.87 7 231.15 247.87 7
98941 ........ Chiropractic manipulation ................................... 34.78 35.15 1 30.40 30.76 1
99202 ........ Office/outpatient visit, new.................................. 68.47 72.50 6 53.48 45.40 -15
99203 ........ Office/outpatient visit, new.................................. 97.03 102.52 6 78.03 69.57 -11
99204 ........ Office/outpatient visit, new.................................. 136.94 145.36 6 112.09 102.88 -8
99205 ........ Office/outpatient visit, new.................................. 169.89 179.41 6 145.43 135.84 -7
99211 ........ Office/outpatient visit, established ...................... 23.07 25.63 11 14.29 8.79 -38
99212 ........ Office/outpatient visit, established ...................... 36.61 39.18 7 28.21 23.07 -18
99213 ........ Office/outpatient visit, established ...................... 48.33 51.63 7 38.46 33.68 -12
99214 ........ Office/outpatient visit, established ...................... 76.16 80.92 6 62.27 56.02 -10
99215 ........ Office/outpatient visit, established ...................... 110.94 116.07 5 96.71 90.44 -6
99221 ........ Initial hospital care .............................................. NA NA NA 72.53 65.17 -10
99222 ........ Initial hospital care .............................................. NA NA NA 115.02 108.38 -6
99223 ........ Initial hospital care .............................................. NA NA NA 157.52 151.21 -4
99231 ........ Subsequent hospital care ................................... NA NA NA 34.07 32.59 -4
99232 ........ Subsequent hospital care ................................... NA NA NA 54.95 53.82 -2
99233 ........ Subsequent hospital care ................................... NA NA NA 78.39 76.16 -3
99236 ........ Observ/hosp same date...................................... NA NA NA 220.52 215.29 -2
99238 ........ Hospital discharge day........................................ NA NA NA 68.87 64.44 -6
99239 ........ Hospital discharge day........................................ NA NA NA 91.58 88.24 -4
99241 ........ Office consultation .............................................. 57.12 61.14 7 40.66 32.95 -19
99242 ........ Office consultation .............................................. 95.93 101.79 6 74.36 67.37 -9
99243 ........ Office consultation .............................................. 121.92 128.51 5 98.54 89.70 -9
99244 ........ Office consultation .............................................. 168.06 176.48 5 142.13 132.54 -7
99245 ........ Office consultation .............................................. 213.09 222.25 4 186.09 176.11 -5
99251 ........ Initial inpatient consultation................................. NA NA NA 42.13 36.61 -13
99252 ........ Initial inpatient consultation................................. NA NA NA 77.29 71.76 -7
99253 ........ Initial inpatient consultation................................. NA NA NA 104.40 97.39 -7
99254 ........ Initial inpatient consultation................................. NA NA NA 146.16 138.77 -5
99255 ........ Initial inpatient consultation................................. NA NA NA 198.18 191.12 -4
99261 ........ Follow-up inpatient consultation.......................... NA NA NA 28.21 23.80 -16
99262 ........ Follow-up inpatient consultation.......................... NA NA NA 50.92 45.77 -10
99263 ........ Follow-up inpatient consultation.......................... NA NA NA 72.16 67.37 -7
99282 ........ Emergency department visit ............................... NA NA NA 27.84 26.73 -4
99283 ........ Emergency department visit ............................... NA NA NA 59.34 60.05 1
99284 ........ Emergency department visit ............................... NA NA NA 92.31 94.10 2
99285 ........ Emergency department visit ............................... NA NA NA 142.50 146.09 3
99291 ........ Critical care, first hour......................................... 187.10 187.83 0 185.72 179.41 -3
99292 ........ Critical care, additional 30 min............................ 94.46 96.66 2 93.41 89.70 -4
99301 ........ Nursing facility care............................................. NA NA NA 65.57 60.41 -8
99302 ........ Nursing facility care............................................. NA NA NA 86.82 80.92 -7
99303 ........ Nursing facility care............................................. NA NA NA 107.70 100.32 -7
99311 ........ Nursing facility care, subsequent ........................ NA NA NA 33.70 30.02 -11
99312 ........ Nursing facility care, subsequent ........................ NA NA NA 53.12 49.79 -6
99313 ........ Nursing facility care, subsequent ........................ NA NA NA 74.73 71.03 -5
99348 ........ Home visit, established patient ........................... 70.30 72.50 3 70.70 66.64 -6
99350 ........ Home visit, established patient ........................... 158.17 164.40 4 154.95 154.88 0



patient’s attending physician who is either a doc-
tor of medicine or qualified osteopathy — or by
the beneficiary’s attending physician assistant,
nurse practitioner, clinical nurse specialist, or cer-
tified nurse midwife

HCFA also created two new HCPCS codes to
go with the new regulation:

— HCPCS G0102, prostate cancer screening
DRE, to be used for the screening DRE. Because
“a DRE is a relatively quick and simple proce-
dure . . . we have assigned it the same value as
CPT code 99211, the lowest level E/M service,”
according to HCFA.

DREs bundled

Because a DRE is usually furnished as part 
of an E/M service, the agency feels it would be
extremely rare for a DRE to be the only service
provided during a patient encounter. As such, it
is also bundling the DRE into the payment for an
E/M service when a covered E/M service is fur-
nished on the same day as a DRE. 

“If the DRE is the only service furnished or is
provided as part of an otherwise non-covered ser-
vice, such as CPT code 99397 (preventive services
visit), HCPCS code G0102 would be payable sepa-
rately if all the aforementioned coverage require-
ments are met,” notes the rule. 

— HCPCS G0103, prostate screening, prostate
specific antigen (PSA), to be used for the screen-
ing PSA test. The screening PSA test is priced at
the same payment rate as CPT code 84153 (PSA,
total) and will be paid under the clinical diagnos-
tic laboratory fee schedule.

4. Physician pathology services and indepen-
dent laboratories. Payments are ended to inde-
pendent laboratories under the physician fee
schedule for technical component physician
pathology services furnished to hospital inpa-
tients. (This provision does not affect hospitals
that provide pathology services through hospital
laboratories).

Independent laboratories still can bill and
receive payment from their Medicare carrier for
the technical component of a physician pathology
service furnished to beneficiaries who are not
hospital inpatients. For the technical component
of physician pathology services provided to a
hospital inpatient, the hospital will have to bill,
and the independent laboratory will have to
make arrangements with the hospital to receive
payment.  ■

Chain-of-command
approach boosts accuracy 

Although some input errors inevitably will
creep into your performance measurement

system, the situation isn’t hopeless, experts say.
Building in some common-sense safeguards can
help you minimize the likelihood of errors — and
help you catch the errors that slip through.

Fay A. Rozovsky, JD, of the Rozovsky Group in
Richmond, VA, says coding discrepancies can be
reduced or eliminated through education, quality
oversight, and correction, and having a chain-of-
command-style communications process. Such 
a process helps ensure there’s a rapid response
mechanism in place that lets coders double-check
anything they’re uncertain about before the data
are submitted. “Supplemental staff or outsiders
doing the numbers can be controlled via education,
monitoring, and correction, all through contract,”
she says. “Some places use coding-clinical teams to
review the numbers before data is submitted.”

Patrice Spath, ART, consultant in health care
quality and resource management with Brown-
Spath Associates in Forest Grove, OR, says for
each performance measure, your rate is com-
pared to the rate reported by other hospitals. 
A standard deviation is usually calculated for
each indicator, and you are shown where your
performance falls in relation to the standard 
deviation. But when a hospital identifies itself 
as falling 1.5 or 2 standard deviations from the
mean for any performance measure, she suggests
taking the following actions:

• Confirm the accuracy of the data submitted to
the project coordinator by verifying the numbers
in your internal database. Verify the numbers from
your abstract sheets or other input documents
against the values on the comparative report.

• Review the data definitions for the indicator
and verify that the data you collected complies
with the approved definitions found in the pro-
ject’s data dictionary. Discuss your data definitions
with other hospitals in your peer group, call the
project coordinator to verify your definitions, and
discuss the definition with the people who are
coding or abstracting the data in your hospital.

If you find data quality problems to be the
cause of the variation, Spath says, stop your anal-
ysis at this point and resubmit corrected data to
the project headquarters (or proceed as advised
by the measurement project coordinator). ■
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Internet sites let doctors
make bids on procedures
On-line auctions take a medical twist

Two new sites on the Internet that permit
patients, physicians, employers, and plans 

to bid competitively for services and coverage
are prime examples of what many experts 
say will become an increasingly common way
for providers to do business in the emerging 
e-commerce marketplace. 

Taking its cue from Internet auction sites such as
e-Bay, Medicine Online (at www.medicineonline.
com), will launch the first Bid-For-Surgery auction
site on the Internet in February. Consumers seek-
ing elective, nonemergent surgical procedures will
be able to post their requests on Medicine Online
(MOL) by logging onto the site, clicking on the
“Auction” section, and describing the surgical pro-
cedure they want performed (e.g., cosmetic
surgery such as a face lift). They also must provide
personal health and background information. 

The surgery request is posted on the Web site
in an encrypted and confidential section, and
MOL begins processing bids from surgeons in its
network of participating physicians. Surgeons
have 72 hours to place their bids. At any time
during or after the bidding process, the consumer
can log to check the fees listed for that particular
procedure by each surgeon, plus review their

medical background and qualifications. 
Physician-related information includes such

things as board certification/qualifications, licen-
sure, years in practice, medical school attended,
post-graduate training, academic appointments
and teaching activities, professional achieve-
ments, and total number of surgeries of the type
requested performed during the previous two
years. 

Once the 72-hour bidding window is closed,
the consumer is notified by e-mail. After review-
ing the bids, the consumer can schedule one free
face-to-face consultation with any doctor who bid
at his or her office. 

While many physicians have trouble with the
idea of being involved in a bidding contest for
patients, Richard Van Meter, MD, a Huntington
Beach, CA, internist and pulmonary specialist
participating in the MOL network, praises the
idea. “This is the most innovative on-line market-
ing concept available to the health care profes-
sional today,” he says. “It allows physicians to
maximize and publicize the value of their hard-
earned training, experience, and credentials to
the fullest extent while empowering the patient
with freedom of choice.” 

Managed care organizations also are getting
pulled into the Internet auction action. The
Illinois-based consultancy, Hewitt Associates,
plans to launch a new site next June permitting
HMOs to bid against each other for employer
accounts. Hewitt recently completed a pilot of 
this auction idea involving 50 HMOs. On average,
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practitioner’s professional corporation or other
separate legal entity. However, the safe harbor
does not protect investments by group practices
or members of group practices in ancillary ser-
vices’ joint ventures, even if the joint ventures
qualify for protection under other safe harbors. 

• Specialty referral arrangements between
providers. This protects arrangements in which
a provider refers a patient to a specialist, who
agrees to refer the patient back to the provider 
at a certain time or under certain circumstances.
For example, a primary care physician and a
specialist to whom the primary care physician
has made a referral may agree that, when the
referred patient reaches a particular stage of
recovery, the primary care physician should
resume treatment of the patient. 

This safe harbor does not protect arrangements
involving parties that split a global fee from a
federal program. The safe harbor also requires
that referrals be clinically appropriate rather than
based on arbitrary dates or time frames. 

• Cooperative hospital services organizations.
This safe harbor protects cooperative hospital ser-
vice organizations (CHSOs) that qualify under
section 501(e) of the Internal Revenue Code.
CHSOs are organizations formed by two or more
tax-exempt hospitals, known as “patron hospi-
tals,” to provide specific services — such as pur-
chasing, billing and clinical services — solely for
the benefit of patron hospitals. 

This safe harbor protects payments from 
a patron hospital to a CHSO to support the
CHSO’s operational costs and payments from 
a CHSO to a patron hospital that are required 
by IRS rules.  ■

(Continued from page 6)



winning HMOs cut their Web rates 2% to 8% off
their regular “list prices” during the auction. 

“We are attempting to generate more direct
price competition, which will lead to lower 
cost for employers and employees,” says Tom
Beauregard, a Hewitt spokesman. “This concept
could move through to mid-sized companies and
extend all the way to the individual. It will be the
marketplace that determines how quickly this
concept moves.” 

“It was definitely leading-edge to introduce the
Internet into this forum, “ says John Maxwell,
director of national accounts for California-based
HMO PacifiCare. “This is the direction things are
going in.”  ■

Y2K may be history, 
but HIPAA looms
Your best bet is to start before final rules are set

If you think the dawning of the year 2000
means you don’t have to worry about your

computer systems anymore, you’d better think
again. Even if your lights come on and your
computers still work on Jan. 1, you still have the
Health Insurance Portability and Accountability
Act (HIPAA) to deal with. Some experts predict
that exercise will make Y2K compliance look
like a cakewalk.

Even though HIPAA’s administrative simplifi-
cation and security and confidentiality measures
won’t be required until 2002, the regulations will
be so comprehensive that you’d better board the
compliance train as soon as possible, say experts
in the field of electronic data transmission.

“The best time to have planted a tree was 50
years ago. The next best time is now,” says
Christopher Assif, CEO of Health Network
Ventures of Chicago, operator of Health.Net, an
on-line network for medical professionals and
office staff.

“Our approach is that there are a lot of elec-
tronic data interchange and security measures
you can refine or implement now to prepare you
better for the future,” Assif adds.

Taking these steps sooner rather than later will
help you spread the cost over the next two years,
he says. Even if there are changes in the require-
ments, you can make those over time.

The first step is to begin exploring the use of

electronic data transmission instead of paper 
documentation.

“Health care providers need to act more like 
a business and cut their administrative costs. If
providers continue to be paper-based, the out-
standing days in receivables will do nothing but
go up,” Assif says. 

Physicians to be hit hard

While the new regulations will hit the entire
health care industry, physician offices are likely
to be the most vulnerable because fewer than
20% of them are even connected to the Internet,
Assif asserts. He advises physicians to start inte-
grating electronic data interchange capabilities
into their everyday activities right now.

“The most important thing people can do is 
to become familiar with the standards that are
on the horizon. They are expected to be adopted
within the next month or two, but the drafts
have been out for quite some time,” explains
Jim Klein, director of HIPAA compliance ser-
vices for EDS in Plano, TX. 
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HIPAA Internet Resources
These sites offer information on the Health
Insurance Portability and Accountability Act:

• Healthcare Informatics 
www.healthcare-informatics.com

• Workgroup for Electronic Data Interchange
www.wedi.org

Reston, VA-based industry association desig-
nated in HIPAA legislation to assist the
Secretary of Health and Human Services in
development and implementation of electronic
data interchange standards.

• HIPPA Central
www.smed.com/hipaa

Operated by Shared Medical Systems to deal
with HIPPA issues.

• EDS
www.eds.com/hipaa

• Department of Health and Human Services 
aspe.os.dhhs.gov/admnsimp/

• Electronic Health Care Network Accreditation
Commission
www.ehnac.org 



Klein suggests that providers go to government
Web sites and study the standards, particularly
those relating to security regulations, identifiers,
code sets, and transaction standards. (For a list of
Internet sources of information on HIPAA, see
p. 12.)

Even though you might not know the specifics
of the regulations, there is enough information on
the generalities for you to start your own internal
compliance efforts.

Compliance tips

Here are some tips for getting ready for HIPAA
compliance:

• If you are already using software, find out
what you need to do to comply with HIPAA
regulations.

“Our suggestion is that physician offices select
a partner to supply them with electronic data
interchange capabilities,” Assif says.

If you have a practice management system in
place, your vendor may be able to provide those
services. Or, look for vendors that offer electronic
data services and can provide you with a system
that will meet your needs.

• Keep your Y2K compliance teams intact 
and shift their responsibilities to dealing with
HIPAA compliance, advises John Knapp, an
attorney with the Philadelphia law firm of
Cozen and O’Connor. 

• Get your staff involved. Make sure everyone
in your organization understands the implica-
tions of HIPAA.

• Contact the practice management systems
you deal with and ask what they are doing to
make sure they are HIPAA-compliant.

“They will play a key role in assuring that
providers become compliant in the two-year time
period,” Klein says.

• Start working now to develop security poli-
cies and procedures so you will be in compli-
ance with HIPAA’s confidentiality and privacy
provisions.

Even though the details of the regulations 
have not been disclosed, you can assume that you
need to decide what categories of employees and
staff need access to what information and how
you are going to protect patient records, Knapp
says. Strictly speaking, health care providers are
not required to comply with HIPAA regulations.
If your practice is totally paper-based, you may
be able to avoid jumping through the hoops the
act will mandate.

For practical purposes, almost every physi-
cian in America is going to have to comply if
they use computerized records in any way.

If you are using information technology, you
fall within the guidelines and will need to imple-
ment additional controls and requirements.

“Everyone is going to have to comply with
HIPAA. Virtually every doctor’s office has a com-
puter with a database that is used for appoint-
ment scheduling and billing records,” points out
Knapp.

Many health insurers already are mandating
electronic transmission of medical records.

“Ultimately, providers will get into a situation
where they won’t get paid if they don’t subscribe
to HIPAA,” says Assif.

It will get to the point that if you want to do
business, you’ll have to do it electronically, and
that means being compliant with HIPAA, says
Jon Zimmerman, solutions manager for Shared
Medical Systems Corporation, a supplier of
information systems and professional services
for health care providers in Malvern, PA.  ■

HIPAA may be a pain 
but could produce a gain
Act should simplify your dealings with insurers

There’s good new and bad news where the
Health Insurance Portability and Accounta-

bility Act (HIPAA) is concerned.
The bad news is that you’re going to have to

make sweeping changes in the way you do busi-
ness. The good news is that the changes could
improve your bottom line.

“Nobody likes the government forcing them to
accept new requirements, but the good news is
that there is a positive return on your investment
if you do transactions electronically,” asserts
Christopher Assif, CEO of Health Network
Ventures in Chicago, operator of Health.Net, an
on-line network for medical professionals and
office staff.

One purpose behind HIPAA is to encourage
providers to transmit claims electronically
because it is cheaper and easier. 

When HIPAA regulations go into full effect, all
your transactions with all your third-party payers
will be conducted in the same way. That means
one method of checking eligibility, one set of

January 2000 / PHYSICIAN’S PAYMENT UPDATE ™ 13



treatment and procedure codes, and a standard-
ized method of submitting claims. The cost sav-
ings could be substantial, Assif says. 

“Physicians now spend money on operational
expenses to keep people on their staff to call the
insurance companies to verify a person’s bene-
fits. That will no longer be necessary. They will
be able to dial directly into the computer,” adds
Jon Zimmerman, solutions manager for Shared
Medical Systems Corporation, a Malvern, PA,
supplier of information systems and professional
services for health care providers.

When HIPAA standards go into effect, you
should get the correct information about your
patients upfront and be able to follow the plan
rules. It should eliminate all the reimbursement
problems that occur after the service has been
provided, Zimmerman says.

For instance, at present, every time you don’t
get the right eligibility or benefits information
from the patient and your claim is rejected by the
payer, it costs you money. 

If a patient gives you the wrong plan number
by mistake and he’s not covered, the debt will sit
on your balance sheet for months. 

“It’s not uncommon for outstanding receiv-
ables to go as long as 100 to 120 days, and in
some cases, the cost of carrying the debt isn’t
worth what the value of the debt is,” Assif says.

Not only is there a benefit to providers if they
collect on their claims faster; patient satisfaction
can be another issue. According to Assif, prob-
lems with the way bills are handled prompt
patients to find another physician.

John Knapp, a health law attorney with the
Philadelphia law firm of Cozen and O’Connor,
isn’t all that optimistic about cost savings. “It
has the potential to cut down on administrative
expense, but that’s often not the way things play
out. I wouldn’t be surprised if no one sees any
resultant savings,” Knapp says.

He points out that when personal computers
came on the market 15 to 20 years ago, many pre-
dicted they would cut down on the use of paper.

“In reality, the use of the computer has multi-
plied the use of paper. With a computer, you have

to deal with the inevitable glitches and prob-
lems,” Knapp adds.

However, leaving HIPAA aside, it’s beginning
to be financially prudent for physicians to submit
their claims electronically, he points out.

One big issue, the lack of speed with which
third-party payers process claims, figures largely
in the issue of electronic transmission.

As providers renegotiate their contracts with
managed care payers, many are addressing the
issue of how often they get paid, Knapp says.
“One of the inevitable compromises is that if they
want to get paid quicker, they have to submit
their claims electronically,” he adds.

Some states already have passed laws that say
payers can’t hold your money if you submit your
claims electronically, Zimmerman says.

In some areas, Medicare carriers have put a 50-
cent surcharge on paper claims, according to Jim
Klein, director of HIPAA compliance services for
EDS in Plano, TX.

“That practice is gaining popularity. Paper
claims mean an increased cycle time. If providers
send in claims electronically, they get paid in 14
days. If the claims are on paper, it’s a full month,”
Klein says.  ■

Compliance guidelines
will cover physicians
Rules could be in effect by summer

The Office of the Inspector General (OIG) is
working on draft compliance guidance for

physicians and small practices it plans to unveil
for comment in either February or March, say
sources. Final implementation is expected this
summer.

Along with the traditional elements common
to all its compliance guidance, OIG has pin-
pointed the following risk areas for special 
attention: 

• unbundling (e.g., billing multichannel set of

14 PHYSICIAN’S PAYMENT UPDATE ™ / January 2000

■ Pros and cons 
of electronic charting

■ Ambulatory coding
is coming: Fact or
fiction?

■ How to make the
most of Internet
opportunities

■ How to determine
what your practice is
worth

■ Who survived Y2K,
and who didn’t

COMING IN FUTURE MONTHS



lab tests to appear as if individual tests were 
performed); 

• soliciting, offering, or receiving a kickback,
bribe, or rebate (e.g., paying for a referral of
patients, getting a kickback for ordering diagnos-
tic tests); 

• routinely waiving co-pays and deductibles,
regardless of need; 

• billing for services not rendered (“no
shows”); 

• upcoding; 
• double-billing (Medicare and beneficiary/

insurer); 
• billing for physician services rendered by

nonphysicians/teaching physician requirements; 
• medical necessity (documentation to 

support);
• misrepresenting diagnoses to justify services;
• completing certificates of medical necessity

for patients not personally and professionally
known by the physician; 

• billing Medicare/Medicaid for investigation
research, medications, and procedures without
proper authorization; 

• billing for a noncovered service as if it were
covered.  ■

Medicare spending drops for first time 
During fiscal year 1999, Medicare spending

sank 1% to $212 billion, down from $213.6 billion
the previous fiscal year, reports the Treasury
Department. This is the first time in the Medicare
program’s history that spending has dropped.
Experts credit congressionally mandated spend-
ing cuts, antifraud efforts, and more conservative
billing practices by health care providers for most
of the savings. 

AMA labor negotiating panel announced 
Physicians For Responsible Negotiation (PRN),

the national negotiating organization created by
the American Medical Association, has been for-
mally launched. In turn, PRN is now available to
organize and assist eligible physicians and resi-
dents in negotiating important issues with their

employers involving patient care and physician
practice.

Heading PRN will be Susan H. Adelman, MD,
a pediatric surgeon from Southfield, MI, who was
elected president for the new organization by its
board of directors. Other PRN officers named
were John C. Nelson, MD, an obstetrician/gyne-
cologist from Salt Lake City, (treasurer) and
Andrew M. Thomas, a physician in a fellowship
program at the Ohio State University (secretary).
Adelman and Nelson also are members of the
AMA’s board of trustees. 

Initially, PRN will negotiate on behalf of
employed physicians, as well as certain resident
physicians where state law allows. However, a
case pending before the National Labor Relations
Board could expand the number of physicians
currently eligible to negotiate through PRN. 
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In addition, PRN will assist self-employed
physicians in states such as Texas, where state
law allows them to collectively negotiate with
insurance plans and other payers.

For additional information, contact: Ross
Rubin, acting executive director of Physicians 
For Responsible Negotiation. Telephone: (312)
464-4776.  

Feds crack down on late-paying HMO
Federal authorities have ordered an Arizona

HMO owing up to $11.5 million to hospitals in
that state to stop signing up Medicare patients
until its bill-paying record improves. 

Premier Healthcare of Arizona, a Tucson-based
health plan with a nearly $4 million operating
deficit, is suspended from marketing its services
or enrolling new members covered by Medicare
until it can show its provider bills are being paid
promptly. 

Arizona hospitals that Premier owes money
include Havasu Regional, $2 million; Western
Arizona Regional in Bullhead City, $1.5 million;
and Northern Arizona Healthcare’s hospitals in
Flagstaff and Sedona, $4 million. 

Of the 34 hospitals participating in the Arizona
Hospital Association’s DataWatch survey, the
statewide average for uncollected accounts
receivables (including HMOs and other payers) 
is 62 days. Reimbursements for care provided 
to Medicare patients are paid within an average
42 days — 67 days for those covered by
Medicaid. 

Doctors sue Anthem’s Connecticut Blues
Sixteen orthopedic physicians have filed a 

class action suit in Waterbury (CT) Superior
Court against Anthem Blue Cross and Blue
Shield of Connecticut for breach of contract, 
saying the company arbitrarily changes 
reimbursement rates. 

The doctors’ attorney, William J. Sweeney Jr.,
alleged that Anthem Blues changes reimburse-
ment rates without notice while paying different
rates for the same procedure based on utilization.
In turn, a physician who submits more treatment
claims is likely to receive a lower payment for
each service than a doctor submitting fewer
claims, he said. Sweeney also alleged the Blues
delay payments and make it hard for practices to
get a prompt answer about whether a patient is
covered. 

HMO may place docs on ‘uncooperative list’
PacifiCare of Colorado has ordered physician

members of Millennial: Colorado’s Physician
Alliance, to turn over their proprietary contracts
with Millennial. Physicians who refused the late
November action were told they would be placed
on PacifiCare’s “uncooperative list,” said Millen-
nial spokesman David Scott.

Gary Klein, MD, a board member with Physi-
cian’s Network of Colorado Springs, one of
Millennial’s member physician groups, says he
received a call from PacifiCare demanding that
he send them his Millennial contract. “I refused
because the contract contains proprietary infor-
mation,” he explains. “It’s not a contract with
PacifiCare — why should I release it to them?
I’m outraged. In 17 years of practicing medicine,
I’ve never been threatened by a health plan
before. This is a reprehensible way to treat
physicians.”  ■
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