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 As the business of anesthesia contin-
ues to evolve and the disruptions to our 
profession and our identities morph, the 
role of the physician anesthesiologist in 
the ambulatory surgical center (ASC) 
realm is ripe with opportunity. ASCs and 
office-based surgery centers have a vast 
array of business ownership models and 
infrastructures that provide the anesthe-
siologist the chance to impact the deliv-
ery and profitability of these models on 
so many levels in addition to provision of 
our anesthesia services.
 ASC environments present many 
different challenges for the “typical” an-
esthesiologist, leading us to the following 
list of ten top reasons (in reverse order of 
importance) why anesthesiologists don’t 
always succeed in this practice setting:
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the only ConstAnt in heAlthCAre is ChAnge
 The specialty of anesthesiology, and 
indeed all of health care, is somewhere in 
the middle of its long transition away from 
a volume-driven cottage industry. Details 
of the destination are not yet clear, but one 
change of which we can be confident is the 
shift away from in-hospital care toward 
outpatient settings. Nearly two-thirds 
of procedures are now performed on an 
ambulatory basis.  With the advent of more 
and more minimally invasive techniques—
not to mention ever-safer anesthesia—that 
proportion will continue to grow.
 Stanford Plavin, MD gives us a 
window into the mindset necessary 
for anesthesiologists to succeed in 
the ambulatory surgical center (ASC) 
environment, where “the microscope is 
powerful and the lights are bright” and 
where even the identity of our customers is 
changing.  “What do the ASC’s customers 
want?” he asks in Anesthesiologists and 
the World of ASCs: A Different Value 
Proposition. Dr. Plavin recommends 
surveys to identify their satisfaction with 
the anesthesiologists and nurses and with 
the services provided. Surveys can help to 
identify the strengths and weaknesses of 
the ASC and point toward the factors that 
contribute the most heavily to success, in 
the process giving direction to the practice’s 
strategic plan. The results of well-executed 
surveys will often come as a surprise.  
 “Succeeding” takes on a different 
meaning when used in the context of 
leadership transitions. That is the meaning 
used in Jody Locke’s article Lack of 
Succession Planning: Problem or Symptom.  
To meet the challenges of all the changes 
driving the practice of medicine in general 
and anesthesiology in particular, solid 
leadership is imperative. It cannot be left 
to chance; hence the need for succession 
planning. The traditional culture of many 
anesthesia practices is more like that of 
“professional fraternal organizations” than 
that of enterprises that take active charge 
of their own future. Leadership involves 
long-term responsibility for the actions of 
others, something that is not emphasized 
in training. Any organization that hopes 

to continue even after the departure of 
current leaders must engage in succession 
planning.  Succession planning starts with 
three fundamental questions: (1) how does 
the group identify good potential leaders? 
(2) How does it ensure their preparation for 
the role? And (3) how does the organization 
manage continuity when a leader is 
replaced?  Every group should be exploring 
these and the other questions raised by Mr. 
Locke.
 Another form of change occurring 
with considerable frequency is the merger 
of anesthesiology groups.  We are happy to 
welcome Will Latham, MBA, CPA back to 
these pages and to include his guide to the 
merger process, Anesthesia Group Mergers:  
Strategies for Success.  This article is a keeper 
for any group going through a merger 
today—or possibly in the future.  The 14 
steps and the list of key issues addressed 
in the typical merger process can serve as 
a roadmap, especially when they are read 
in conjunction with the “pitfalls to avoid” 
such as “dueling attorneys”—attorneys 
representing the party that has engaged 
them, seeking the best deal for that party.  The 
quest for advantage may torpedo the entire 
negotiation process.  The need to advocate for 
the combined (post-merger) entity should be 
in the consciousness of every party interested 
in the merger’s going forward.  
 Jerry Ippolito, MBA, MHSA outlines an 
important avenue for adapting to changing 
hospital relationships in Chronic Pain 
Management: An Overlooked Opportunity 
to Financially Partner with Your Hospital 
& Preserve Your Contract. While many 
hospital administrators do not think of 
pain medicine as an attractive source of 
revenue, this can be very-shortsighted.  Mr. 
Ippolito shows how “comprehensive pain 
management programs that are strategically 
positioned, energetically developed and 
well run can attain strong profitability 
within a relatively short time.” In fact, 
anesthesiologists contemplating setting up 
independent chronic pain practices ought 
to factor in the potential damaging effects 
of “denying the hospital the opportunity to 
generate additional revenue.”

 What about making the best possible 
decisions to manage your anesthesia 
practice here and now?  Some change in 
our professional lives is driven by internal, 
not external forces; improved financial 
reporting should be considered by any 
group that has less than total confidence in 
its reporting systems (and perhaps by others 
as well). Gregory Zinser gives a rundown of 
the essential financial reports, and of the 
format of those reports, that will “facilitate 
review, understanding and discussion” in 
his article Numbers Don’t Lie, but…
 Also in this issue of the Communiqué 
are articles by regular staff contributors 
Darlene Helmer (The Trend Toward 
Code Consolidation) and Joette Derricks 
(Reviewing Anesthesia and Pain Management 
2014 CERT Data to Improve Documentation 
and Revenue).  In these two articles, Ms. 
Helmer and Ms. Derricks continue their 
mission of presenting current information 
that will keep readers abreast of changing 
codes and documentation requirements.
 We hope to see many of you at 
the Advanced Institute for Anesthesia 
Practice Management (AIAPM) which 
we are presenting jointly with Tulane 
University Health Sciences Center and 
Medical Business Solutions, LLC at the 
Cosmopolitan Hotel in Las Vegas on April 
17 through 19, 2015.  If you are unable 
to attend, please watch your electronic 
mailboxes in July for highlights from the 
talks—and plan to join us for the 
next AIAPM in April 2016.  As 
always, it will be our privilege 
to continue expanding 
the specialty’s practice 
management knowledge 
base whether face-to-face 
or through these pages. 

With best wishes,

Tony Mira
President and CEO
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 In today’s anesthesiology environ-
ment, all groups are trying to size up their 
best option to survive and thrive into the 
future.  Some try to go it alone and others 
sell out to practice management firms, 
while others seek or are forced into hospi-
tal employment.
 Another option that many groups are 
considering is merging with other anes-
thesiology groups.
 Why are anesthesiology groups con-
sidering mergers?  Mergers:

 • Allow them to maintain a higher 
level of autonomy than any other 
option,

 • Prevent the groups from being 
played off against each other by 
hospitals or managed care compa-
nies,

 • Build clout,
 • Create the ability to hire needed 

management expertise, and
 • Allow them to move towards econ-

omies of scale.

 In addition, today’s healthcare 
environment is influencing many 
hospitals to merge or join systems.  When 
hospitals integrate they often want to 
work with a single anesthesiology group 
to cover all their facilities.  When this 
happens, many anesthesiology groups 
consider merging before the hospital 
system chooses winners and losers.
 In order to be successful, medical 
groups that embark on a merger effort 
should know the answers to the following 
questions:

 • What does it mean to merge?
 • What are the costs and risks associ-

ated with merging?
 • How does a merger process typi-

cally work?
 • What are the key issues usually ad-

dressed in a merger process?
 • Who participates in the merger 

process?
 • How do we get started?

 This article presents strategies for 
pursuing a successful merger based on 
working with more than 135 practices 
representing more than 1,300 physicians 
on merger-related projects.

WhAt is A “Merger”?

 For the purposes of this article, a 
merger occurs when separate anesthesia 
groups become one group.  Mergers may 
come about in many ways (via a true 
merger of groups, an asset purchase or a 
consolidation transaction—your attorney 
and accountant will help you decide 
which option to choose), but result in 
the combined organization exhibiting the 
following characteristics:

 • One separate professional corpora-
tion or limited liability partnership 
is formed (or separate practices 
combined) and there is one tax 
identification number and single 
provider number.

 • All physicians enter into an em-
ployment agreement with this 
organization.

 • All employees from the previously 
independent practices become em-
ployees of the new entity.

 • Operations are conducted by the 
new entity which bills and collects 
for physicians’ services in its own 
name.

 • The combined entity owns the 
funds and revenues created by the 
work of its physicians.

 • The merged group holds any exclu-
sive provider agreements.

 • Physicians typically contribute all 
assets from the predecessor organi-
zation.  However, there are options 
where assets (such as real estate) 
can be kept in separate entities and 
leased to the merged practice.

 • Benefit plans are standardized.
 • Physicians become subject to one 

governing entity.

WhAt Are the Costs And risks 
of Merging?

 While there are significant benefits to 
be gained, there are also costs and risks:

 • Work:  Putting a merger together 
requires a significant amount of 
work and time from both the physi-

AnesthesiA grouP Mergers:
strAtegies for suCCess

Will Latham, MBA, CPA
President, Latham Consulting Group, Inc., Chattanooga, TN

Continued on page 4
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AnesthesiA grouP Mergers: strAtegies for suCCess
Continued from page 3

cians and their administrative staff.  
Mergers often take six to twelve 
months to complete, and there are 
many issues to be discussed and de-
cisions to be reached.

 • Costs:  Professional costs (attorneys, 
accountants, consultants) are sig-
nificant.  While professionals will 
often provide ballpark estimates at 
the beginning of the process, these 
estimates can change depending 
on the ability of the merger par-
ticipants to negotiate and reach 
conclusions.

 • Compromise:  Many significant 
changes may be required by all in-
volved.  It is not feasible to merge 
and keep everything the way that it 
was.  Some level of operational in-
tegration will be required and this 
requires compromise.

 • Loss:  Some individual physicians 
may not wish to merge and may 
leave the group.  They may not 
like specific decisions that change 
their work life and/or limit their 
options (for example, when many 
practices merge they implement 
non-compete provisions in their 
employment contracts—this is 
unacceptable to some physicians).  
While the goal of the merger should 
be to keep all the physicians in the 
group, it may not be achievable.

 • Failure:  A merger might not be 
achieved. Anecdotal evidence indi-
cates that 50 percent of all merger 
processes do not end in a merger.  
In some instances, this is a positive 
development as groups may turn 
out to not have the same long-term 
goals. In other situations, the lack 
of a disciplined effort to reach a 
decision often results in people be-
coming frustrated with the lack of 
progress and dropping out.

 • Outsiders:  External stakeholders 
might be uncomfortable with the 
merger.  For example, hospital man-
agement may not be enthusiastic 
about a merger between hospital-
based physicians.

 Even with these costs and potential 
negatives, many anesthesiology groups 
believe that the potential benefits far 
outweigh the identified risks and decide to 
move forward with a merger process.
 
hoW does A Merger ProCess 
tyPiCAlly Work?

 Merger processes involve a number 
of discrete yet inter-related steps.  The 
general process is typically one of:

 • Getting comfortable with each 
other,

 • Understanding each other’s philos-
ophy of practice,

 • Discussion and negotiation of key 
merger issues,

 • Developing Agreements in Prin-
ciple,

 • Closing the merger,  and
 • Implementing operational integra-

tion plans.

 The specific steps of the merger effort 
are generally as follows:

1.  Friendship and Courting:  Prior to 
any substantive discussions, mem-

bers of each practice often make 
contact with each other via in-
formal means. Typically they talk 
about shared interests, the benefits 
of merging and generally how the 
merger might work.  Unfortunate-
ly, they also tend to avoid talking 
about any issues which might in-
volve conflict.  While avoiding 
issues of conflict at this point can 
keep the ball rolling, the issues 
which involve potential conflict 
must be resolved for a merger to 
occur.

2.  Commitment to Move Forward:  At 
some point the groups agree that 
they should get down to brass tacks 
and look at the merger in a more 
formal manner.  At this point they 
may engage someone to serve as a 
facilitator of the process.  Such a 
facilitator could be a consultant, at-
torney or accountant.

3.  Antitrust Review:  Depending on 
the local market, one of the first 
steps is to engage an attorney to 
conduct an antitrust review.  While 
the details of such a review are 
beyond the scope of this article, the 
groups should seek experienced 
legal counsel in this area if there are 
any concerns about creating signifi-
cant market power.

4.  Confidentiality, Non-Competitive 
Use, No-Shop Agreement:  In order 
to protect their rights and the con-
fidentiality of information, the 
groups should have their attorney 
draft an agreement in which each 
group agrees to:
a. Confidentiality:  Both groups 

agree to keep the other group’s 
information confidential.

b. Non-Competitive Use:  The 
groups agree to use the infor-
mation obtained from the other 
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group only for the purposes of 
merger negotiations.

c. No-Shop:  In this part of the 
agreement the groups agree to 
not seek offers from or negotiate 
offers with others for a period of 
time (say, three to six months). 
While the no-shop provision is 
optional, we believe that is critical 
when anesthesiology groups ne-
gotiate a merger for three reasons:
i. Groups that are looking to 

merge are typically trying to 
remain independent in order 
to retain as much autonomy 
as possible.  If one or more 
of the groups are looking for 
a buy-out, that is antitheti-
cal to the goal of retaining 
autonomy.  Groups hoping 
for a buy-out should pursue 
being acquired rather than a 
merger.

ii. The time and dollars spent 
on the merger process come 
directly from the groups in-
volved (as opposed to being 
paid for by investors). Once 
again, if a group is involved 
in acquisition negotiations, 
one has to wonder if it is 
worth risking the time and 
dollars on the effort to merge 
with them.

iii. If the groups don’t agree to a 
no-shop agreement it will be 
difficult for them to make the 
compromises necessary in a 
merger negotiation (because 
they may believe there is an-
other alternative that may not 
require that particular com-
promise).  

5. Merger Committee Appointment 
and Empowerment:  Unless the 
practices are very small, it is wise 
to appoint a Merger Committee to 
do the bulk of the discussion and 
negotiation effort in the merger.  

It is desirable that the rest of the 
physicians empower this group 
to discuss and negotiate on the 
key merger issues. Typically this 
committee includes one to three in-
dividuals from each of the groups.

6. Gather/Organize Data:  In order to 
improve the efficiency and effec-
tiveness of the merger discussions, 
a significant amount of informa-
tion must be gathered from each 
group.  Such information may 
include practice documents and fi-
nancial information.  In addition, 
it is typically appropriate to have 
each physician and administrator 
interviewed or surveyed to identify 
any merger concerns that they may 
have.

7. Merger Negotiation Meetings:  
Using the information gathered 
in the preceding step, the Merger 
Committee meets to discuss, ne-
gotiate and reach Agreements in 
Principle related to the key merger 
issues (discussed in the next sec-
tion of this article).

 There are two basic approaches 
to how this process may be 
conducted:

a. For groups that have al-
ready had significant discussion 
or are very knowledgeable about 
each other, a Merger Retreat 
(typically two to two and one-
half days) can be used to finalize 
most Agreements in Principle.

b. For groups that need more 
in-depth discussion and nego-
tiation, a series of meetings are 
held during which Agreements 
in Principle are made.  This is 
the more typical situation.
During this effort other profes-
sionals (such as accountants, 
attorneys, benefits consultants, 
etc.) are involved as needed.

8. Letter of Intent:  Once the major 
Agreements in Principle have been 
made, the groups typically execute 
a Letter of Intent in which they 
agree to merge under the negoti-
ated terms unless certain events 
occur.  Once this document is 
signed, the attorneys, accountants 
and group management begin 
working in earnest to close the 
merger and develop plans for inte-
gration.  

9. Perform Due Diligence:  During 
this step, the attorneys and ac-
countants review a number of 
practice-related documents to 
identify any issue that might 
impact the merger from a legal, fi-
nancial or tax perspective.

10. Create Merger Documents:  Once 
the Letter of Intent has been 
signed, the attorneys will draft sev-
eral documents, including:
a. Merger Agreement (the primary 

purpose of this document is to 
require each group to make full 
disclosure about its activities).

b. New Entity Corporate Documents.

c. New Entity Shareholder Agree-
ment (Buy-Sell).

d. New Entity Physician Employ-
ment Agreements.

e. Other needed documents.

11. Financial:  At the same time the 
legal work is being performed, the 

Continued on page 6
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accountants will be developing the 
financial information needed to 
close the merger and will be work-
ing with the attorneys to propose 
the best corporate form for a com-
bined group.  Depending on how 
the groups come together, the ac-
countants may assist with cash 
flow forecasting.

12. Develop Operational Integration 
Plan:  The work we have discussed 
up to this point is focused 
primarily on the organizational, 
financial and legal aspects of the 
merger.  Once the groups are on 
track to merge, an operational 
integration plan must be 
developed.  This is normally 
prepared by the administrative 
management team selected.

13. Merge:  The merger occurs when 
all papers are signed and all are 
committed to move forward.

14. Implement Operational Integration 
Plan:  The operational integration 
plan is implemented.

WhAt Are the key issues 
usuAlly Addressed in A Merger 
ProCess?

 The key merger issues are different for 
any particular merger.  However, typical 
key issues include:

 • Overall practice philosophies
 • Governance
 • Physician compensation system, 

retirement plans, benefits
 • Physician contract issues
 • Buy-in/buy-out
 • Value of capital contribution/own-

ership
 • Call/workload
 • CRNAs, anesthesiologist assistants: 

mid-level utilization and protocols
 • Administrative management

 • Billing and collections
 • Personnel
 • Relationships with professional 

service providers (attorneys, ac-
countants, etc.)

 • Operational infrastructure
 
 As noted earlier, it is essential that 
those facilitating the negotiations capture 
the Agreements in Principle related to 
each of these issues. This information is 
critical for several reasons:

 • It clarifies the actual agreements 
made (oral agreements can be re-
membered differently by different 
people).

 • It can be used to communicate the 
agreements to those who are not on 
the Merger Committee.

 • It will be used by the attorneys, 
accountants and administrative 
management to close the merger 
and implement activities related to 
the combined group.  

Who PArtiCiPAtes in the 
Merger ProCess?

 Medical practice mergers involve a 
number of individuals and advisors to 
complete the process.
 Naturally, the physicians in the 
practices are key to the success of 
any merger. They approve the final 
agreements. In many cases they should be 
interviewed individually to identify their 

specific concerns or key issues that must 
be addressed in the merger process.  They 
should also be questioned about drop 
dead issues that need to be resolved.
 As noted earlier, a Merger Committee 
should be established to negotiate the 
merger.  In mergers of small practices 
typically all physicians are on the 
committee.  For larger practices each 
group is usually represented by one 
to three physicians.  If a subset of the 
physicians from any one group is on the 
committee, they should be empowered to 
speak for the others.
 In most mergers, the practice’s 
administrative management is involved.  
They help with data-gathering, are often 
involved in negotiations, and are very 
involved in operational integration of the 
merger.
 Many practices use a merger facilitator 
to organize the merger effort.  The role of 
this individual is to serve as the objective  
third party who organizes the process and 
keeps efforts on track.
 The facilitator sets the format and 
process for analyzing and discussing 
issues, and facilitates the negotiation 
meetings.
 Once substantive Agreements in 
Principle have been reached, attorneys 
become heavily involved in the process.  
They advise the practices about various 
structural issues related to combining the 
organizations, develop merger agreements 
and other legal documents, perform due 
diligence and provide legal guidance on 
other issues.
 Accountants are involved in 
forecasting the financial implications of 
the merger, providing guidance on tax and 
accounting issues, and preparing financial 
information needed to close the merger.
 In some mergers others are involved, 
such as third party appraisers (if the 
merger involves real estate or other special 
assets) and benefits consultants.

AnesthesiA grouP Mergers: strAtegies for suCCess
Continued from page 5
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PitfAlls to AVoid

 There are many challenges that 
will need to be overcome when trying 
to merge two or more medical groups 
together.  Here are a few pitfalls to avoid:

 • Dueling Attorneys:  Most have heard 
the aphorism that “one attorney in 
a small town starves, but two attor-
neys in the same small town make 
a nice living.” We have come across 
many cases where merger nego-
tiations have bogged down or fallen 
completely off the track because the 
practices involved their attorneys in 
the negotiation process or tried  to 
use the attorneys to negotiate for 
them. This is often because they 
spend so much time representing 
their client’s position and interests 
that it increases the likelihood that 
the two practices will not reach 
common ground.

 • Naturally attorneys should review 
any agreements in principle, prepare 
merger documents, and be involved 
in the due diligence aspect of the 
merger.  But care must be taken that 
there is someone representing the 
interests of the combined entity as 
opposed to the interests of each in-
dividual practice. This task usually 
falls to the merger facilitator.

 • Lack of a Planned, Controlled Ap-
proach:  More merger efforts are 
abandoned because they drag on 
and on than are terminated because 
of a disagreement over a particular 
issue.  It is therefore essential that 
those involved use an organized, 
systematic approach to negotiating 
the merger.  

 • Lack of Full Disclosure:  Full disclo-
sure between the practices is critical 
for two reasons:

1. Physicians won’t merge their 
practice with another unless 
they have significant knowledge 
about how the other practice is 
organized and operates.

2. Unlike mergers in other 
industries where whoever 
is bought out leaves, when 
medical practice mergers are 
complete all (or at least most) 
of the physicians are still there, 
trying to live together in a 
new organization.  To improve 
prospects for harmony, it is 
imperative to avoid surprises 
after the merger.  Therefore, 
it is best to fully disclose 
information early on during the 
merger negotiations instead of 
waiting for it to be discovered in 
the due diligence process. 

 • Lack of Recognition that Changes 
Will Be Needed:  In any merger, 
changes will be needed to make the 
combined organization work.  If 
members of either practice are not 
open to such changes and compro-
mises they should not embark on the 
merger negotiation process, as they 
will be disappointed in the outcome.

 • Inability to Compromise:  Upon be-
ginning negotiations, each physician 
typically has his or her own view-
point, opinion and expectations 
for the outcome.  Each physician 
typically recognizes that there are a 
number of benefits to be gained from 
a merger (or they would not have 
initiated the merger negotiations to 
begin with), but during the heat of 
negotiations they often lose sight of 
the benefits to be gained and focus 
only on that they are not getting 
exactly what they want.  When this 
occurs, whoever is facilitating the 
merger negotiations must be vigilant 
to remind the physicians of the ben-
efits of the merger.  The facilitator 
should always ask the question, “Are 
you willing to give up all the benefits 
of the merger over this one issue, or 
can compromises be made?”

 • Talking but Not Deciding:  In our 
experience, many physicians tend 
to be conflict avoiders.  This hin-

ders the ability to move a merger 
forward because when the groups 
come upon an issue where they don’t 
fully agree, they back away from it 
and start talking about other, less 
important issues. This can cause the 
negotiations to go on and on without 
making true progress.  An objective 
third party is often needed to help 
the groups overcome this limitation 
and make the compromises neces-
sary to merge. 

ConClusion

 These are challenging times for 
anesthesiologists and almost all groups 
are working hard to determine how to 
best move forward.  Anesthesiology group 
mergers represent one of those options.
 All anesthesiology group mergers 
have their challenges.  However, in today’s 
rapidly changing healthcare environment, 
mergers continue to be an important 
option for anesthesiologists wishing to 
gain strength while retaining a significant 
level of autonomy. 

Will Latham, MBA, 
CPA, President, Latham 
Consulting Group, Inc.  
Latham Consulting 
Group helps medical 
group physicians make 
decisions, resolve con-
flict, and move forward. 
For more than 25 years 
Mr. Latham has as-
sisted medical groups in the areas of strategy 
and planning, governance and organizational ef-
fectiveness, and mergers, alliances and networks. 
During this time he has: facilitated over 900 
meetings or retreats for medical groups; helped 
hundreds of medical groups develop strategic 
plans to guide their growth and development; 
assisted over 130 medical groups improve their 
governance systems and change their compen-
sation plans; and advised and facilitated the 
mergers of over 120 medical practices repre-
senting over 1,200 physicians. Latham has an 
MBA from the University of North Carolina in 
Charlotte and is a Certified Public Accountant. 
He is a frequent speaker at local, state and 
national, and specialty-specific healthcare con-
ferences. Mr. Latham can be reached at (704) 
365-8889 or wlatham@lathamconsulting.com.

Th e Co m m u n i q u é Sp r i n g 2015 pag e 7
ANESTHESIA
BUSINESS CONSULTANTS



ANESTHESIA
BUSINESS CONSULTANTS

10) Everyone is replaceable...it's not 
like it is a hospital group!

9) But the in-network rates are too 
low.  I don’t want to participate 
in the plans with which the ASC 
contracts.    

8) Marketplace consolidation and 
entitlement...I am part of the hos-
pital network.

7) Lack of self-awareness. 

6) Goals are not aligned with facility 
and ownership of the center.

5) Inconsistencies among providers 
and skill sets.

4) Inflexibility and obstructionist 
nature of provider.

3) Lack of emotional investment in 
the center.

2)  Not customer-centric and con-
sumer driven.

1) It’s just outpatient and it’s easy…
“I’m almost ready for retirement.”

 The bridge between success and fail-
ure is Communication, which raises at 
least the following three questions: 

 • How does the anesthesia group 
identify the needs specific to each 
ASC or practice site?

 • What can a group or provider do in 
order to tighten up the relationship?

 • How do we learn to engage the fa-
cility and the ownership group? 

 We as providers always seem to feel 
that we are doing an excellent job but 
sometimes we lack the insight and data 
necessary to properly evaluate our per-
formances. This is a potential death knell. 
Physicians by nature are traditionally 
challenged to be humble. Our person-
alities tend to see ourselves as loved and 
liked by all of those around us. Little do 
we know, this is typically not the case; and 
in the ASCs, which are smaller practice 
settings, our character flaws and technical 
shortcomings tend to be magnified.

 How do we identify what our cus-
tomers need? We must first identify our 
customers and unfortunately this seems 
to be changing on a regular basis.  In the 
ASC realm, who are the decision makers 
and are they our customers? This varies 
as well depending upon the ownership 
and governance structure of the facility. 
There are tools available to us that we 
should strongly consider.
 Surveys and executive summaries 
are not inexpensive if properly con-
structed—but they provide tremendous 
insight and analysis regarding the needs 
and wants of our various customers.
 Carefully constructing the survey 
is of the utmost importance. Take the 
time and resources necessary to ensure 
that you will get the information needed 
to provide the answers that you want. 
It does the practice no good to spend a 
ton of money and energy to survey your 
customers if you aren’t going to take the 
time and energy to identify the “value 
proposition.”

Anesthesiologists And the World of AsCs: A different VAlue 
ProPosition
Continued from page 1
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 Consider the following when putting 
together a target survey:  evaluating the 
anesthesiologists and care team, com-
munication, preparation/facilitation, 
services provided, business relationship 
and overall satisfaction which targets a 
number of key components.
 Also, leave opportunities to identify 
unique characteristics and those items 
which are both positive and negative 
about your practice and practitioners. 
Please provide this survey to your own 
group of providers and discuss the 
findings as they relate to those of your 
customers.
 Statistics and data analysis.   After 
completing your assessment and survey, 
what is next?  Take the time to carefully 
analyze the information and put together 
a summary of your data points.  Identify 
and prioritize the areas of strength as 
differentiators and, more importantly, 
identify your areas of weakness and 
vulnerability.
 Extracting the data and information 
and putting them into a context to be 
shared amongst your colleagues is of par-
amount importance. This can truly define 
your strategic plan moving forward. 
 If constructed correctly, surveys and 
summaries can help one identify the 
value proposition of their customers. 
You can see the criteria that most cor-
relate to the overall satisfaction of your 
segmented customer base and compare 
that to what you as the group may have 
identified as of importance. The results 
will likely surprise you.
 Investing in oneself and stepping 
outside of the comfort zones that we tra-
ditionally have as providers will enable us 
to identify opportunities for ourselves. 
 In the world of ASCs, the microscope 
is powerful and the lights are bright. 
We cast a big shadow; it is challenging 
to overcome poor outcomes and qual-
ity or to hide that one provider who 
just doesn’t fit the mold.  Be part of the 

solution and the team; put together a 
strategy for your practice which can 
make you as indispensable as possible. 
Nothing is a panacea, but look for the 
perioperative solutions that can define 
your value proposition.
 Our scope of services should begin 
before a patient even sets foot inside of 
a facility; take them through the full op-
erative/procedural course and provide a 
postoperative piece that can be tied to our 
service line.
  I have identified the following P-
Factors, a nomenclature that puts the “P” 
into value proposition:

1) Patient: patient-centered care

2) Perioperative: seek to have an im-
pact in all three components (pre/
intra/post)

3) Process: identify areas that we can 
impact and impart

4) Professionalism/Personality

5) Procurement: consider an ancil-
lary component to add to your 
product line

6) Performance: affect outcomes, 
satisfaction, throughput

7) Profitability: a likely result of the 
previous factors

 The factors required for success in 
the ASC environment are numerous 
and require constant evaluation and are 
ever-changing. No one P-factor alone 
is any guarantee of success or failure.  
The above is merely an introduction to 
those ideas and offerings that you need 
to consider embracing in order to de-
fine your own value proposition and the 
unique qualities that you can offer as a 
practice. 

Stanford R. Plavin, 
MD has been ac-
tively involved in the 
ASC arena for 18 plus 
years as a practicing 
anesthesiologist serv-
ing as past president 
of the Georgia Society 
of Ambulatory Sur-
gical Centers and currently an Ambula-
tory Surgery Center Association board 
member.  He practices in Atlanta, GA  as 
a co-founder of Ambulatory Anesthesia 
of Atlanta and can be reached at splavin@
technicalanesthesia.com.
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 As anesthesiology’s private practice 
setting continues to change, the financial 
landscape appears more threatening than 
ever.  More and more private practice 
groups are having to defend their long-
standing hospital contracts to requests for 
proposals (RFPs).  Relationships between 
anesthesia groups and their aligned 
hospitals, which have spanned decades, 
are being undermined by deteriorating 
medical practice and hospital finances.  
Hospitals are issuing RFPs and 
subsequently awarding contracts to 
national anesthesia practice management 
companies—akin to Home Depot 
coming into the community and forcing 
out the Ace Hardware store.  In order 
to survive and effectively defend their 
contracts, private practice anesthesiology 
groups must strategically refocus and 
realign their relationships with partner 
hospitals.  Anesthesiology groups must 
go into the hospital board room bringing 
value and presenting opportunities to 
assist hospitals to increase income—
NOT simply ask for a larger stipend!  
An effective chronic pain management 
program is driven by anesthesiology, 
can add millions to a hospital’s bottom-
line and can easily offset anesthesiology 
stipends required to support the 
traditional hospital anesthesia program.
 In the frequently heard and 
paraphrased words of one of our esteemed 
colleagues: 

“Medicine is a Science; Surgery, 
Anesthesiology, and Nursing are 
disciplines; Healthcare is a Business” –  
Amr  Abouleish, MD (UTMB)

 
 As a growing number of hospitals 
face negative profit margins, and the true 
financial ramifications of the Affordable 
Care Act are yet unrealized, hospitals’ 
finance leaders are examining ways to 
expand revenue generating services.  An 
effectively developed and comprehensive 
chronic pain management program 
can contribute millions of dollars to a 
hospital’s bottom-line revenue. 
 The Institute of Medicine reported 
that chronic pain affects 116 million 
adults in the U.S.  The American 
Academy of Pain Medicine has indicated 

that the financial impact of chronic 
pain on the US economy is greater 
than diabetes, heart disease and cancer 
combined.  As the population ages, yet 
remains physically active, the demand for 
pain management services will continue 
to grow.  Many hospital administrators 
consider pain management a poor source 
of revenue.  In fact, however, leading 
hospitals have found that comprehensive 
pain management programs, that are 
strategically positioned, energetically 
developed and well run can attain strong 
profitability within a relatively short time. 
Specifically, these programs can:

 • Contribute large amounts to the 
hospital’s bottom line.  In a mature 
practice employing one pain physi-
cian, annual revenue from facility 
fees alone can range from $2.5 mil-
lion to $3 million.  Revenue from 
professional fees represents another 
$1 million.  Overall program prof-
itability can and will range from 
three to four times the physician’s 
income. 

 • Generate sizable ancillary revenue 
from hospital services that support 
the pain practice, such as physical 
therapy, radiology, lab and behav-
ioral medicine.

 • Establish a new source of refer-
rals for surgical services—such as 
orthopedic surgery and neuro-

ChroniC PAin MAnAgeMent: 
An oVerlooked oPPortunity to 

finAnCiAlly PArtner With your hosPitAl 
& PreserVe your ContrACt 

Jerry Ippolito, MBA, MHSA 
President, OR Efficiencies, LLC, Naples, FL
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surgery—that are independent of 
traditional referrals from primary 
care physicians and can generate 
additional OR revenue.

 • Support key relationships with sur-
geons, anesthesiologists and other 
physicians.

 While these financial results are with-
in reach for most organizations, creating 
a strong pain management center takes 
careful planning and effective execution.  
Eight key characteristics are shared by the 
most effective and profitable programs:

1. Demographic and Market Opportu-
nity:  Typically a population of 25,000 
nongovernment-insured patients is 
required to support a successful one-
physician chronic pain practice.  This 
number can vary depending on payer 
mix and payer contracts. In many 
markets, there is an opportunity to 
absorb market share beyond existing 
need.  Survey primary care physi-
cians and surgeons (especially ortho-
pedic surgeons) on where they refer 
patients requiring pain management.  
A hospital-based program that offers 
comprehensive pain services has an 
opportunity for competitive differen-
tiation and growth. 

2. Strategic Location:  Pain manage-
ment has a strong “consumer” dy-
namic, so convenience and ease of 
access are important.  Ideally, a pain 
management program will be located 
in the hospital’s outpatient depart-
ment or ambulatory surgery unit, ac-
cessed by an entrance separate from 
the main hospital entry.

3. Reimbursement:  In most instances, a 
hospital-based fee schedule provides 
the highest level of reimbursement.  
However, locating the pain center 
on the hospital campus is not the 
only option.  According to Centers 
for Medicare & Medicaid Services 

(CMS) guidelines, an offsite facility 
can be reimbursed under the hospi-
tal-based fee schedule if it is within 
35 miles of the hospital proper and 
meets other requirements that usual-
ly include the center operating under 
the hospital’s license.  A pain center 
could also be located in a non-hospi-
tal based ambulatory surgery center 
(ASC).  Planners should carefully an-
alyze reimbursement under an ASC 
fee schedule and verify the impact on 
revenue.  It needs to be recognized 
that CMS is beginning to review 
their criteria for hospital-based reim-
bursement programs.  CMS has real-
ized that the existing criteria are not 
an incentive to contain/reduce costs, 
nor an incentive to move patient care 
services to lower cost, non-hospital, 
ambulatory settings.

 Anesthesiologists may be inclined to 
develop a private office-based center 
that is independent of the hospital.  
There are two significant reasons to 
put that idea aside:

I. Office-based services do not re-
ceive a facility fee but only a 
small site-of-service differential 
(SSD) which is a premium reim-

bursement payment for profes-
sional service fees.  This financial 
comparison is demonstrated in 
the example provided under the 
heading “Hospital-Based Versus 
Office-Based Reimbursement” on 
page 13.   

II. Developing the center based lo-
cation, and denying the hospital 
the opportunity to generate ad-
ditional revenue (even worse, 
potentially diminishing existing 
hospital revenue sources) will 
only contribute to the deteriora-
tion of your group’s relationship 
with the hospital.  This will NOT 
be a value-add for your group. 

4. Comprehensive Scope of Services to 
Optimize Reimbursement:  A full-
spectrum approach to pain manage-
ment is not only critical to connect-
ing with patients, but it is also impor-
tant to the financial success of a pain 
management program.  Procedures 
provide the greatest reimbursement 
for both the physician and the facil-
ity.  Common pain management pro-
cedures include:

Continued on page 12
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ChroniC PAin MAnAgeMent: An oVerlooked oPPortunity to 
finAnCiAlly PArtner With your hosPitAl & PreserVe your ContrACt

Continued from page 11

 • Nerve blocks
 • Trigger point injections
 • Epidural injections
 • Fluoroscopy procedures
 • Stimulator insertions

Patients’ evaluation and management 
(E&M) visits reimburse both the pro-
fessional and facility fee at reduced or 
nominal levels.  The pain physician 
receives nominal reimbursement for 
E&M services and the facility fee, 
which the hospital benefits from, is 
reduced or potentially denied unless 
visits are conducted by a licensed 
professional such as a nurse (RN), a 
physician assistants (PA) or a certified 
nurse practitioner (CNP).  Typically, 
in instances where the non-physician 
professional cannot bill indepen-
dently (e.g., RNs) that professional 
must be employed by the facility (not 
the physician/anesthesia practice) in 
order for the facility fee to be paid.  
Moreover, even in states where PAs 

and CNPs can bill independently, 
some payers will deny payments for 
these professionals’ E&M services.  
These reimbursement nuances for 
E&M visits simply exemplify the re-
imbursement variability involved 
in collecting for pain management 
services.  Hospitals and anesthesia 
practices must fully understand and 
negotiate pain management services 
payer contracts on a payer-by-payer 
basis.  Where payer contracts are not 
specifically negotiated, payers can 
and will pay what they want to, and 
payers believe it is their duty to deny 
claims unless specifically provided 
for in contracts.  

 Sizable hospital revenue can be gen-
erated from the referral of patients to 
support services that are an integral 
part of a comprehensive program, 
such as: 

 • Physical therapy for patients suf-
fering from joint pain,

 • Nutritional counseling for over-
weight patients with back pain 
and,

 • Behavioral counseling for patients 
who require lifestyle changes to 
progress and sustain relief.

Tracking referrals to these services 
helps validate the ROI of the pain 
program.

5. Well-trained, Strongly-motivated 
Physicians:  To provide compre-
hensive services, an anesthesiology- 
based pain program should be led 
by an anesthesiologist who is fellow-
ship-trained in pain medicine.  The 
most successful pain centers are built 
around an anesthesiologist who is 
boarded in both anesthesiology and 
pain management.  It is also impor-
tant that the anesthesiologist have 
an entrepreneurial attitude, a strong 
work ethic and a financial incen-
tive because practice volume drives 
hospital and program revenue.  Suc-
cessful programs use a productivi-
ty-based compensation plan.  One 
possibility is to offer a guaranteed 
base salary during the first year, with 
compensation increasing to a higher 
incremental percent of collections in 
year two and three. 

6. Focused Marketing:  Use a two-
pronged marketing approach to 
target patients and referring phy-
sicians.  Patient marketing efforts 
should focus on active baby boom-
ers and position pain management 
as “a medical alternative to sur-
gery.”  The pain physician needs to 
make personal visits to referring 
physicians to introduce him or her-
self and market the practice.  The 
pain physician can also develop 
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referrals through lectures to the 
hospital medical staff and infor-
mational luncheons organized for 
community physicians and their 
office personnel. 

7. Efficiency and Optimized Throughput:  
The pain physician should focus his or 
her time on performing procedures 
and consulting with new patients.  
With the exception of some longer 
procedures, a pain physician should 
be able to see one patient every 15 
minutes.  In a mature practice, a PA 
will be able to handle most follow-
up E&M visits.  These volume and 
throughput requirements call for an 
enhanced office layout.  Three exam 
and procedure rooms are typically not 
enough.  Most programs require five 
or six rooms to maintain patient flow 
for both the physician and the PA. 

8. Effective Billing and Collections:  
The first important step is to negoti-
ate satisfactory contract rates for key 
procedures with your organization’s 
top nongovernment payers.  Absent 
contract rates, payers generally reim-
burse pain services at the lowest pos-
sible level and as previously indicated, 
payers believe it is their job to deny 
claims.  Further, it is paramount for 

both the anesthesia group and hos-
pitals to engage professionals highly 
experienced and effective in the disci-
pline of chronic pain billing as:

 • Optimized billing and collections 
are critical to a center’s financial 
success, and

 • Chronic pain programs continue 
to be highly scrutinized by both 
payers and the OIG with regard to 
billing fraud.

hosPitAl-BAsed Versus 
offiCe-BAsed reiMBurseMent

 The example in the table above indi-
cates both the level of a pain program’s 
potential profitability and the differences 
of profitability depending on the center’s 
facility base.  The example summarizes a 
pro-forma developed for a major south-
eastern health system’s chronic pain man-
agement program.  Hospitals have found 
that comprehensive pain management 
programs that are strategically located, 
energetically developed and well run can 
attain strong profitability within a two to 
three year period.
 Financial projections were based on 
the following assumptions:

 • A single anesthesiologist pain 
practice supported by a PA; 

 • Payer-mix skewed towards “gov-
ernment-pay” at below average 
reimbursement levels due to the 
prevalence of military health plans 
in the market (most successful 
programs will demonstrate even 
higher levels of profitability);

 • Professional revenue and physi-
cian compensation are the same 
under both scenarios, and

 • Profitability does not reflect any 
allocations of indirect costs, or 
additional revenue, from ancil-
lary service volume (radiology, 
physical therapy, etc.) and surgical 
referrals.

 Summary:  We are in an anesthesia 
environment where individual practices 
find it increasingly necessary to ask 
hospitals for higher and higher financial 
stipends as a result of anesthesia program 
deficits.  These deficits can, and do, easily 
approach one million dollars or more.  An 
aggressive and proactive anesthesiology 
group, that is sincerely interested in 
financially partnering with its aligned 
hospital, can offset anesthesia program 
deficits by assisting hospitals to develop 
new programs and additional sources 
of revenue.  Development of an effective 
chronic pain management program is 
only one of these opportunities. 

Jerry Ippolito, MBA, 
MHSA is President 
of OR Efficiencies, 
LLC, Naples, FL.  OR 
Efficiencies, LLC is 
a management con-
sulting firm special-
izing in assisting 
hospitals and ASCs 
to improve their perioperative services and 
anesthesiology programs.  Mr. Ippolito 
can be reached at ippolito.orefficiencies@
gmail.com.
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PAIN CENTER FACILITY PROFITABILITY
Hospital-Based vs. Office-Based

CENTER YEAR of OPERATION
YR 1 YR 2 YR 3

SCENARIO
Hospital-Based

Facility Fee $  1,300,000 $  1,950,000 $  2,600,000
Net-Profit $     850,000 $  1,275,000 $  1,700,000

Office-Based
SSD * $     300,000 $     450,000 $     600,000

Net-Profit $     200,000 $     300,000 $     400,000
* SDD: Site of Service Reimbursement Differential
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 We’ve all heard the saying “numbers 
don’t lie,” and while that may be true, if 
you aren’t looking at the RIGHT numbers 
presented in a way you can understand, 
they can be misleading.
 For any type of business, the 
underlying purpose of a reporting system is 
to provide timely and accurate information 
to be used by leadership as a basis for 
making decisions.  In most groups, there 
is no shortage of information in terms 
of volume, but are you really getting all 
information you need in a format you can 
understand?  Unfortunately, there is no 
standard frame of reference.  One set of 
reports may seem adequate until you see a 
different approach.  For most groups, it is 
difficult to optimize your reporting system 
and ask the right questions unless you 
have a member with both a background 
in financial analysis and time to devote to 
this task.  The purpose of this article is to 
provide a general perspective on reporting, 
along with some specific ideas that may 
help you improve your current reporting 
system. 
 There are three common flaws in 
reporting systems:

1. The sheer volume of information 
presented is overwhelming;

2. The presentation format is 
confusing; and

3. Important information is omitted.

 Reports that contain huge amounts 
of information in a confusing format can 
divert attention from the important infor-
mation that is not included.  They become 
tools of mass distraction, rather than the 
essential monitoring and early warning 
systems they should be.  
 Report packages should include all 
information needed to make decisions 

relating to the clinical, operational and 
financial aspects of the practice—no more 
and no less.  Collecting information is 
not time consuming.  Reporting all of the 
available information is not difficult.  The 
real time and work of creating great reports 
is in the distilling of the detail and design of 
reports that facilitate review, understanding 
and discussion.  Simply put, great reports 
will generate the right questions.

The following guidelines are applicable to 
all types of reports:

 • All amounts should be shown in 
whole dollars;

 • All primary statements should be 
condensed to fit on one page, using 
a font size that can be easily read 
(sub-reports can be used to provide 
additional detail as necessary); 

 • All line item titles should provide 
a clear and concise description of 
amounts presented; and 

 • Statements should be available no 
later than 30 days after the end of a 
reporting period.  

 Essential financial reports in most 
practices would include the following:

1. Narrative – All report packages 
should be accompanied by a 
narrative that first explains the 
purpose of each report in the 
package; lists all underlying 
assumptions (e.g., accrual vs. cash 
basis); highlights any key variances 
or trends in the figures for each 
statement; and, if applicable, states 
recommendations for further 
action to be taken.  This narrative 
is the difference between simple 
accounting and useful interpretation 
and analysis.  It is also the difference 
between having an accountant and 
an advisor.   Any accounting service 
can produce the numbers, but it 
takes insight and skill to analyze and 
interpret the data. 

2. Balance Sheet – Shows all major 
categories of all assets and liabilities 
for the most recent month end, the 
previous month end, and the most 
recent fiscal year end.

3. Income Statement – Shows all 
major categories of revenue and 
expenses for the most recent month 
end, current year to date, year to 
date actual at the same time last year, 
current year budget year to date, 
and a column showing the variance 
between current year to date actual 
and budget.  In order to fit this 
statement on one page, all expenses 
deducted from individual physician 
compensation are shown as one total, 
as are all overhead expenses.  The sub-
schedule for the former is a simple 
listing of the detail on one page with all 
of the same column headings.  The sub-
schedule for the overhead expenses is 
the Overhead Rate Analysis described 
in Figure 1 on page 15.

nuMBers don’t lie, But…
Gregory R . Zinser

Vice President, Anesthesia Business Consultants, Jackson, MI
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4. Overhead Rate Analysis (see Figure 
1) – Shows all major categories of 
overhead expense for the current 
month, and year to date.  Year to 
date figures are compared to year to 
date budget, and a variance column 
is also shown.  The total annual 
budget amounts are also shown for 
each line item. The actual overhead 
percentage is computed for each 
of the three major categories of 
overhead expenses (billing and 
collection fees, management fees 
and all other expenses), and is 
compared to budget and to amounts 
assessed for overhead year to date.  

Variances from budget and/or the 
assessed overhead rate are clearly 
shown.

 Essential operational reports and 
performance measures in most practices 
would include the following:

1. Net Collection Percentage – 
Measures how much of what 
is collectable is actually being 
collected.  The only meaningful 
way to do this is based on actual 
results, which means it must be 
measured no sooner than six 
months in arrears to be sure that 
the collection cycle is completed.  In 

addition, all data used for charges 
and adjustments should be by date 
of service, with collection amounts 
directly related to those charges.  
A sample calculation measuring 
net collection percentage for the 
six months ended June 30, 2014, is 
shown below:

Measurement date of March 1, 2015
for all dates of service from January 
1 through June 30, 2014:
 Charges $1,000
 Contractual adjustments (550)
 Other allowable 
 adjustments  (50)

 Collectible charges $400

Actual collections through March 1, 
2015 relating to dates of service from 
June 1 through June 30, 2014 = $370.  
Amounts in accounts receivable at 
March 1, 2015 considered collectible 
(net) = $20. 

Net collections percentage for the 
six months ended June 30, 2014 = 
$370+$20/$400 or 97 percent.  As 
is the case with most percentage 
measures, the statement that can 
be made about the inverse is just as 
important as the percentage itself.  
In this case,  the remaining three 
percent has three components (all 
relating to dates of service from 
January 1 to June 30, 2014):  1) 
bad debt write-offs; 2) amounts 
in accounts receivable at March 1, 
2015 not considered collectible; 
and 3) non-allowable write-offs 
such as untimely filing. 

2. Days in Accounts Receivable –  
Measures how quickly accounts 
receivable are being collected by 
calculating the average number 
of calendar days elapsed from the 
date charges are posted to the final 
disposition of the account.  Each 

Continued on page 16

FIGURE 1 Sample Overhead Rate Analysis

Medical Group, Inc. – Overhead Rate Analysis for the Periods 
Ending March 31 (dollars in thousands)

Description Month
Year To 

Date
YTD

Budget

YTD Pos.
(Neg.) 

Variance
 Annual
Budget

Billing and Collection Fees (A)
Management Fees (B)

Professional Fees
   Board of Director Fees
   Committee Pay and Other Admin
   Acct/Audit Fees
   Legal Fees
   Other Professional Fees
Other Operating Expenses
   Interest Exp/Bank Fees
   Other Operating Expenses
Credentialing and Other Phys. Expense
Depreciation

Subtotal of Internal Operating Exp
Overhead Expense Offsets
   Interest Income
   Recovery of Bad Debt, Net OH
   Income/Realized Gain-Investments
   Other Expense Offsets

Net Internal Overhead Expense (C)
Total Net Overhead (A+B+C)

Net Patient Collections (D)

Overhead Rate
   Billing and Collection Fees (A/D)
   Management Fees (B/D)
   Internal Overhead Expense (C/D)

Actual Overhead
Assessed Overhead

Reserve – Surplus (Deficit)
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nuMBers don’t lie, But…
Continued from page 15

of the most recent 12 months are 
shown by major payer category.  
Also shown for each major payer 
category is the performance 
target (if any) and ending AR, 
both gross and estimated net.  A 
sub-report also shows the same 
information for more detailed 
payer categories.

3. Accounts Receivable Aging – 
Classifies outstanding accounts 
receivable balances by current 
responsible payer into aging 
categories based on the date of 
posting.  Accounts receivable 
balances are not re-aged as 
partial payments are received, 
and the aging should not include 
credit balances.  Also shown is 
the self-pay component of total 
dollars in each major payer 
category; and for the four most 
recent months, the percentage 
of accounts over 120 days old 
as compared to the established 
target (if any).  A sub-report also 
shows the same information for 
more detailed payer categories.  

4. Credit Balances in Accounts 
Receivable – A separate aging 
of credit balances in accounts 
receivable is shown by major 
payer category.  A sub-report also 

shows the same information for 
more detailed payer categories.

5. Collection Agency Performance  
– For each of the most recent 
three months and the most recent 
calendar year, this report shows 
the collection percentage of 
accounts transferred to collection 
agencies, net of collection agency 
fees.  For each period reported, 
these reports will also show the 
aging of accounts transferred, the 
average time between transfer 
and collection and the total 
number and amount of accounts 
in collection agency “inventory” 
at the end of the reporting period, 
along with the aging of those 
accounts, both  by date of service 
and by date of placement.

6. Payer Mix Analysis – Designed 
to identify changes or trends in 
the group’s payer mix, which 
could impact the group’s overall 
reimbursement rate.  Percentage 
of charges for each major payer 
category are shown for each of 
the most recent four quarters, 
and compared to the most recent 
12-month average, and the 
previous 12-month average.  A 
sub-report also shows the same 
information for more detailed 
payer categories.

7. Productivity Report – This report 
shows base units, time units, total 
cases, base and time units per 
case and net collections per case 
and per unit, for each of the most 
recent 12 months and the most 
recent 12-month average.  It is by 
date of service, and is reported 
one month in arrears to allow 
adequate time for processing of all 
charge tickets for each month.  

8. Average units per location (for 
multi-location practices) – Shows 
total units billed by date of service 
and average units per non-
holiday weekday for each service 
location.  Data is shown for each 
of the most recent 12 months, the 
most recent 12-month total, and 
the previous 12-month total.

suMMAry

 Reporting systems are no more than 
management tools, and like any other job, 
you must have the right tools to effectively 
manage a medical group.  If you don’t 
have complete confidence in your current 
reporting systems, consider working with 
your practice managers to challenge the 
need for certain reports, and design new 
ones that give you all of the information 
you need in a format you can use.  The 
group and its leadership will benefit from 
both the process and the end result for 
many years to come. 

Gregory R. Zinser, 
Vice President, has 
recently joined ABC 
and comes with a broad 
range of experience 
in healthcare finance 
and administration.   
Mr. Zinser’s recent 
experience includes 
four years as CEO of one of the nation’s 
largest anesthesia billing and practice 
management companies, and CEO of 
the management company for one of the 
nation’s largest anesthesia groups.  With 
experience in all facets of anesthesia practice 
management, Zinser adds additional 
strength and depth to an ABC management 
team that has become the industry 
standard in terms of both responsiveness 
and quality of resources.  He is a licensed 
CPA with an undergraduate degree in 
accounting with honors from the Ohio 
State University. Mr. Zinser can be reach at 
Greg.Zinser@AnesthesiaLLC.com.
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 What is your succession plan? Oh, 
you don’t have one! Why not? Maybe 
you don’t think you need one. Or maybe 
you figure you will manage a change 
in leadership the way you manage 
anesthesia in the Operating Room; when 
the need arises you will figure it out. If 
this describes your practice you are not 
alone. If so, it may be time to think about 
what this says about your practice.

the signifiCAnCe of A strong 
leAder

 The reality of most private practice 
anesthesia groups is that the strength of 
the contract with the hospital or facility 
depends heavily on the relationship 
between a key member of the practice and 
the administration. This can be a good thing 
when the leader speaks for the interests of 
the membership but what happens when 
he or she steps down? It is an unknown, but 
this is an inevitable development for every 
practice. It is curious that so little thought 
is given to the potential repercussions. 
Maybe, though, this is simply a reflection 
of a culture that prides itself on having 
the shortest decision cycle in medicine. Is 
there any clinical challenge that anesthesia 
provider cannot address and resolve in 
a matter of seconds? Unfortunately you 
cannot manage a practice the way you 
manage a patient through an anesthetic, 
although there are some interesting and 
relevant parallels. 
 How significant an issue is this? The 
evidence is both anecdotal and statistical. 
It is not hard to identify practices where the 
glue that held the members together and 
kept the hospital happy is a leader more 

focused on the future of the practice than 
the financial expectations of individual 
members. 
 The following example is illustrative. 
It is not enough to suggest or assume that 
a given physician will be the successor. 
Leaders must earn the right to run a 
practice and as in political races, the vetting 
process can be very unpredictable.  A large 
anesthesia practice in California recently 
experienced this firsthand. A hand-picked 
executive committee of young physicians 
was voted out by the membership in a 
dramatic statement of non-confidence. 
Why did this happen? What went wrong? 
Unlike the group’s founders, the new 
leaders used their position for personal 
gain. Cynics will argue this is what 
happens when we make assumptions; by 
assuming the young physicians were good 
physicians and that they were focused on 

the future of the practice the group made 
a huge tactical mistake. The reality is that 
it is virtually impossible to groom the next 
generation of leaders without making a 
significant investment of time to prepare 
candidates for the mantle of leadership.
 One can argue, as many group 
members often do, that the problem is 
financial. If a practice does not value 
leadership in a way that results in fair 
compensation for those who assume 
responsibility, then there is little incentive 
for an individual physician to assume the 
risks and responsibilities of management. 
It is curious that so many groups would 
rather pay a non-physician to manage the 
practice than create meaningful incentives 
for a shareholder or partner to assume a 
position of responsibility.

lACk of suCCession PlAnning:  
ProBleM or syMPtoM 

Jody Locke, MA
Vice President of Anesthesia and Pain Practice Management Services, 

Anesthesia Business Consultants, Jackson, MI

Continued on page 18
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lACk of suCCession PlAnning:  ProBleM or syMPtoM
Continued from page 17

 But the phenomenon has far reaching 
implications. With increasing frequency 
anesthesia practices are failing. This 
failure may take various forms. In some 
cases the group simply cannot come to 
terms with the hospital with regard to 
the cost of meeting the facility’s coverage 
requirements, and eventually the 
shareholders throw in the towel. In others 
the hospital simply becomes frustrated 
with the group’s inability to restructure 
itself, especially if the administration’s 
expectation is that the group should change 
its delivery model from physician-only to 
an anesthesia care team. It used to be that 
few anesthesiologists knew what an RFP 
was, but now most know that a Request 
for Proposal is tantamount to a vote of no 
confidence and have come to understand 
that its use has changed the nature of 
contractual relationships with hospitals 
from one of collegiality to competition. 
And so we track the promulgation of such 
requests as a barometer of the changing 
nature of the specialty. It is no longer 
enough to provide consistently high 

quality care if customer service metrics 
are compromised by the behavior of a 
few.

the Culture of AnesthesiA 
PrACtiCes

 How much of this is a function of 
lack of leadership and how much is this 
a function of a culture that does not view 
succession planning as a priority? The 
two are integrally intertwined. Absent 
a culture and commitment to growing, 
training and supporting tomorrow’s 
leaders, there will be few leaders willing 
to take up the challenge. It is the rare 
practice where younger members 
don’t look at the leader’s schedule and 
commitment of time only to conclude 
that this is not for me. And the problem is 
that when someone does express interest 
in leadership the other members are often 
suspicious of his or her motives.
 Values matter. Each group has 
evolved a specific and unique culture. It 
is this culture that holds the individual 
members together, however loosely. 

Given the history of most anesthesia 
practices, which is a history of individuals 
bringing their practices together to form 
affiliations and group practices, there 
is often an implicit expectation that the 
best practice, like the best government, 
is the one that imposes the fewest 
restrictions on the activities of the 
individual. Most anesthesia practices are 
more accurately described as professional 
fraternal organizations than as true 
group practices, in the business sense. 
The reality is that for hospital-based 
practices very little of the actual business 
risk is shared. Anesthesia practices 
typically have the lowest percentage of 
overhead (about eight to ten percent) of 
any medical specialty. Most anesthesia 
providers would prefer their practice to 
simply provide a very limited scope of 
management services that include billing, 
contracting and scheduling. A former 
Oregon Anesthesiology Group president 
once observed, “What is it about 
anesthesiologists that they have such a 
pathological fixation with overhead?”    

MAnAgeMent Versus leAdershiP

 Management consultants make 
a distinction between leadership and 
management. Leaders provide the vision 
while managers make things happen. 
Leaders are those individuals focused 
on what could be, while managers deal 
with what is. Leaders should inspire the 
exploration of new ideas and concepts, 
while managers strive to maintain the 
status quo. Leaders are born with a 
passion to lead, managers are not. It 
should come as no surprise to anyone 
who is familiar with anesthesia practices 
that most groups tend to prefer good 
managers to leaders. In fact, it is the rare 
practice that knows visionary leadership 
because this is by design. 
 If healthcare were static and if 
hospitals, surgeons and patients were 
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only focused on consistently good clinical 
outcomes and not on customer service, 
the old model might well still work, but 
the fact is that anesthesiologists can no 
longer hide behind the vapor barrier. 
Today’s customers understand that 
anesthesia has more and better data than 
any other department in the hospital. 
As the competition for surgeons’ cases 
increases anesthesia must play more of an 
active role in partnering with the facility. 
They must become part of the solution, 
and not be seen as part of the problem.

essentiAl requireMents of 
suCCession PlAnning

 Succession planning speaks to three 
fundamental questions. How does the 
organization identify a leader with the 
requisite skills and commitment?  How 
does the organization ensure that the 
leader has been prepared adequately 
for the responsibilities associated with 
management? And then, when the leader 
decides to pass the baton and step back 
into the rank and file, how does the 
organization ensure continuity of focus 
and management? Underlying each 
response are the implicit values that have 

guided the organization’s development. 
Strategic planners are quick to point out 
that the beliefs and strategies that have 
gotten the organization to where it is today 
are unlikely to ensure its ongoing success 
in a dynamic environment.
 The short answer is that most practices 
are lucky when a qualified successor takes 
over. More often, though, the retirement 
of a qualified and competent leader 
undermines the security and viability 
of the practice and its franchise for 
anesthesia services. In effect, the typical 
practice operates more at the sway of its 
circumstances rather than in control of 
them. This is no doubt another historical 
legacy of the specialty’s early days. 
Anesthesia is, after all, the original service 
specialty. Virtually every other stakeholder 
in the hospital has more impact on the 
income and lifestyle of the anesthesia 
provider than the group’s leadership, 
although this is starting to change.  

useful oPtions

 The preparation of physicians for 
positions of leadership is starting to change, 
at least in the more forward-thinking 
practices. The ASA has been a significant 

and contributing factor in this area. 1994 
was a seminal year for anesthesia practice 
management when the ASA launched 
its first practice management conference 
in Phoenix. This meeting, which is held 
each January, has become one of the more 
important meetings of the year. It provides 
an excellent forum for the discussion 
of management issues and trends.  A 
newer option, the Advanced Institute 
for Anesthesia Practice Management, is 
offered every April.
 The ASA Certificate of Business 
Administration (CBA) program held in 
Houston each year represents another 
approach and provides anesthesiologists 
a unique opportunity to discuss the 
business of medicine. It is clearly not an 
MBA program, but the next best thing.
 It is also true that a growing number 
of anesthesiologists are signing up for 
MBA programs. Clearly, many see the 
handwriting on the wall. They understand 
that their success or failure in anesthesia 
will have less to do with their clinical 
training and skills and more to do with their 
understanding of basic business issues. 

Continued on page 20



ANESTHESIA
BUSINESS CONSULTANTS

Th e Co m m u n i q u é Sp r i n g 2015 pag e 20
ANESTHESIA
BUSINESS CONSULTANTS

the only ConstAnt in 
heAlthCAre is ChAnge

 Despite all these positive 
developments, group culture is slow to 
change. In some ways the growing interest 
of individuals in better understanding the 
economics of healthcare is a reflection 
of their frustration with their practices 
and leadership. While one would love to 
believe that these individuals will bring 
their knowledge and insights back to their 
groups, in too many cases they decide to 
pursue their own interests elsewhere.
 There are many lessons to be learned 
from the experience of today’s anesthesia 
practices. There are so many exciting 
models to emulate: practices that have 
taken control of their own destiny and 
negotiated much strong positions. There 
are also lessons to be learned from those 
practices that have been taken over by 
hospitals, fallen victim to RFPs or sold 
out to larger entities. There will always be 
a need for anesthesia so long as there are 

patients undergoing surgery. The question 
is how this care gets delivered. Those 
who are willing to consider alternatives 
and reinvent their organizational model 
usually find a way to survive. Success, 
however, is always a function of vision 
and innovation. Most problems have 
solutions if you are willing to look for 
them.
 One of the ironies of anesthesia 
is that while it is the specialty where 
providers must deal with the most 
unknowns in the most efficient manner, 
as a category, anesthesia providers 
tend to be some of the most risk averse 
individuals imaginable. I once asked an 
anesthesiologist if anesthesia were art or 
science. The response was simply, “yes.” 
There is something very personal about 
the act of administering anesthesia. Each 
case is a unique creation in the unique 
crucible of experience that blends the 
surgeon’s requirements with the specific 
demands of the procedure and the 
expectations of the patient. It takes a 
very special set of character traits to be 

consistently successful. Anesthesiologists 
are a special breed, which is what makes 
them so good at managing complicated 
situations. This may impact their 
thinking about succession planning. They 
tend to not take on things they cannot 
control. They definitely like to know the 
ending before they start. Those of us 
who know a little bit about their training 
understand that while they may appear 
to make decisions spontaneously in the 
operating room, they are actually playing 
out routines that have been studied and 
rehearsed hundreds of times. In this sense 
they are completely unprepared both for 
the concept of succession planning and 
the notion of taking responsibility for 
the actions of others. It is a particular 
challenge for which they have not been 
prepared, but fortunately it is one they 
could master with the same attention to 
detail and persistence that made them 
good physicians. As is so often true in 
today’s medical environment, it is the 
things for which we are least prepared 
that may have the greatest impact on 
our future. If there is one thing we 
have learned from the specialty it is the 
preparation for the case that has the 
greatest impact on the outcome. So it is 
with planning for the future. 

lACk of suCCession PlAnning:  ProBleM or syMPtoM
Continued from page 19

Jody Locke, MA 
serves as Vice President 
of Anesthesia and Pain 
Practice Management 
for ABC.  Mr. Locke 
is responsible for the 
scope and focus of 
services provided to 
ABC’s largest clients. 
He is also responsible for oversight and 
management of the company’s pain man-
agement billing team. He will be a key 
executive contact for the group should it 
enter into a contract for services with ABC.  
Mr. Locke can be reached at Jody.Locke@
AnesthesiaLLC.com.
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reVieWing AnesthesiA And PAin 
MAnAgeMent 2014 Cert dAtA to iMProVe 

doCuMentAtion And reVenue 
Joette Derricks, CPC, CHC, CMPE, CSSGB 

Vice President of Regulatory Affairs & Research, Anesthesia Business Consultants, Jackson, MI

 The Comprehensive Error Rate Testing 
(CERT) Program is designed to measure 
improper payments in the Medicare Fee 
for Service Program (FFS), as required by 
the Improper Payments Information Act of 
2002.  The Program was initiated by Health 
and Human Services (HHS) Centers 
for Medicare and Medicaid Services 
(CMS) to achieve the agency’s mission to 
emphasize accountability and to pay claims 
appropriately. The Program produces 
national, contractor-specific and service-
specific paid claim error rates, as well as 
a provider compliance error rate.  The 
improper paid claim error rate is a measure 
of the extent to which the Medicare 
program is paying claims correctly. The 
provider compliance improper error rate is 
a measure of the extent to which providers 
are submitting claims correctly. 
 The fiscal year (FY) 2014 Medicare 
FFS program improper payment rate is 
12.7 percent, representing $45.8 billion 
in improper payments, compared to the 
FY 2013 improper payment rate of 10.1 
percent or $36.0 billion in improper 
payments.  Table 1 outlines the improper 
payment rate and projected improper 
payment amount by claim type for FY 
2014.  The reporting period for this 
improper payment rate is July 1, 2012– 
June 30, 2013.
 A review of the entire report Medicare 
Fee-for-Service 2014 Improper Payments 
Report including the Appendixes can help 
physicians and coders identify various 
documentation and coding errors being 
made by each specialty.  First, let’s take a 
look at how the CERT Program works.

Cert Methodology

 The CERT Program selects a stratified 
random sample of approximately 50,000 
claims submitted to Part A/B Medicare 
Administrative Contractors (MACs) 
and Durable Medical Equipment MACs 
(DMACs) during each reporting period.  
According to HHS, the CERT program 
ensures a statistically valid random 
sample; therefore, the improper payment 
rate calculated from the sample is 
considered to reflect all claims processed 
by the Medicare FFS program during the 
report period.

 The sample of Medicare FFS claims 
is reviewed by an independent medical 
review contractor to determine if they 
were paid properly under Medicare 
coverage, coding and billing rules.  If the 
conditions are not met or the provider fails 
to submit medical records to support the 
claim billed, the claim is counted as either 
a total or partial improper payment and 
the improper payment may be recouped 
(for overpayments) or reimbursed (for 
underpayments).  The last step in the 
process is the calculation of the annual 
Medicare FFS improper payment rate, 
which is published in the HHS Agency 
Financial Report (AFR).
 It is important to note that the 
improper payment rate is not a “fraud 
rate,” but is a measurement of payments 
that did not meet Medicare requirements. 
 For the CERT program, CMS defines 
“improper payment” as: 

1. No Documentation
2. Insufficient Documentation
3. Medical Necessity

TABLE 1

Service Type Improper Payment 
Rate

Improper Payment 
Amount 

Inpatient Hospitals 9.2% $10.4B

Durable Medical Equipment 53.1% $5.1B

Physician/Lab/Ambulance 12.1% $11.0B

Non-Inpatient Hospital Facilities 13.1% $19.2B

Overall 12.7% $45.8B
Source: http://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-
Programs/CERT/index.html?redirect=/cert

Improper Payment Rate and Projected Improper Payment Amount

Continued on page 22

Th e Co m m u n i q u é Sp r i n g 2015 pag e 21
ANESTHESIA
BUSINESS CONSULTANTS



ANESTHESIA
BUSINESS CONSULTANTS

reVieWing AnesthesiA And PAin MAnAgeMent 2014 Cert dAtA 
to iMProVe doCuMentAtion And reVenue 
Continued from page 21

Th e Co m m u n i q u é Sp r i n g 2015 pag e 22
ANESTHESIA
BUSINESS CONSULTANTS

4. Incorrect Coding
5. Other (Duplicate payments/no 

benefit category/other billing errors)

fisCAl yeAr 2014 Cert 
ProgrAM findings

 The primary causes of Part B 
improper payments are administrative 
and documentation errors (69.8 percent) 
due to insufficient documentation.  
Insufficient documentation errors occur 
when either the medical documentation 
submitted is inadequate to support 
payment for the services billed, or when 
a specific documentation element that 
is required as a condition of payment 
is missing.  Other causes of improper 
payments are classified as authentication 
(no signed order) and medical necessity 
errors caused by medically unnecessary 
services and, to a lesser extent, incorrect 
diagnosis coding.  Medical necessity 
errors occur when the claim review staff 
receives inadequate documentation to 
make an informed decision that the 
services billed were medically necessary 
based on Medicare coverage policies.  
Data shows that many improper payments 
resulted from claims paid for services that 
are clinically appropriate, if provided 

in less intensive settings (26 percent).  
Of interest is that physicians and DME 
suppliers contributed substantially to 
insufficient documentation errors and 
hospitals contributed substantially to 
medical necessity errors.  Coding errors 
were most prevalent in physician services.  
 Table 2 shows the improper payment 
rates and provider compliance rates 
for anesthesia and pain management 
providers, along with critical care/
intensivists.  The critical care/intensivists 
data has been included since more 
anesthesia groups are taking over full or 
partial responsible for the intensive care 
unit.
 As previously discussed, the improper 
payment rate is the MACs error rate, that 
is, based on the documentation (which 

may or may not have been available 
when the claim was paid or denied) was 
the claim paid or denied correctly.  The 
provider compliance improper payment 
rate is the measure of whether the 
provider is or is not submitting claims 
to the MAC correctly based on the 
Medicare documentation guidelines per 
national or local coverage determinations 
(NCDs/LCDs).  As indicated in Table 2, 
one-third of the critical care intensivists 
services reviewed were found to be 
improper payments by the MAC while 
pain management providers had a high 
compliance error rate. 
 Table 3 provides a further breakdown 
by selected provider type and type of 
error, which allows one to drill down to 
where the problems are occurring.  The 

TABLE 2 Improper Payment and Provider Compliance Rates

Provider Type Billing Part B 
Medicare

Improper 
Payment Rate

Provider Compliance 
Improper Payment Rate

Anesthesiology 4.7% 15.4%
CRNA 4.4% 9.3%
Critical Care (Intensivists) 32.6% 18.7%
Interventional Pain Management 13.3% 17.2%
Pain Management 12.2% 34.2%
All Provider Types 12.1% 20.4%

TABLE 3

Provider Type Billing Part B 
Medicare

Improper 
Payment 

Rate

Number of 
Claims in 
Sample

Type of Error
No Doc Insufficient 

Doc
Medical 

Necessity
Incorrect 
Coding

Other

Anesthesiology 4.7% 209 0.0% 98.6% 0.4% 1.1.% 0.0%
CRNA 4.4% 128 0.0% 100.0% 0.0% 0.0% 0.0%
Critical Care (Intensivists) 32.6% 62 0.0% 47.5% 0.0% 33.8% 18.7%
Interventional Pain 
Management

13.3% 92 0.0% 97.6% 0.1% 2.3% 0.0%

Pain Management 12.2% 50 0.0% 78.8% 7.1% 14.1% 0.0%
All Provider Types 12.1% 17,454 1.7% 68.1% 2.2% 26.1% 1.9%

Selected Provider Type and Type of Error
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lack of sufficient documentation is the 
largest category of errors.  Most anesthesia 
providers submit the anesthesia record to 
their coding and billing staff.  So what is 
required or what may be missing when 
the independent auditor reviewed the 
provider’s documentation? The complete 
anesthesia record requires three main 
components.  They are:

1. A thorough evaluation of the pa-
tient by an anesthesia professional 
is mandatory prior to the adminis-
tration of anesthesia.  In addition 
to a review of systems and records, 
such an evaluation should contain 
personal communications; physi-
cal assessment, when indicated, 
and evidence that informed con-
sent for the anesthetic has been 
obtained.

2. There must be an intraoperative 
anesthesia record or report 
for each patient who receives 
general, regional or monitored 
anesthesia.  Anesthesia care 
during the procedure is normally 
documented in a graphic 
anesthesia record, which includes 
a sequence of entries reflecting the 
anesthesia care given, the drugs 
and fluids administered, and the 
patient’s responses to the care.

3. Post-anesthesia evaluation must 
be completed and documented no 
later than 48 hours after surgery or 
a procedure requiring anesthesia 
services.  The evaluation is 
required any time general, regional 
or monitored anesthesia has been 
administered to the patient.

 There are many specific data elements 
for each of the three major components 
of the required anesthesia documentation 
that must be documented in the medical 
record, including patient demographics, 

start/stop times, mode of anesthesia, 
signatures and medical direction 
requirements.  
 Information on the Wisconsin Physician 
Services (WPS) Medicare website provides 
an example of insufficient document for 
interventional pain management.  WPS 
received notice from the CERT Contractor 
of errors assessed  for Epidural and 
Transforaminal Epidural Injections due to 
insufficient documentation for CPT code 
64483 (Injection(s), anesthetic agent and/
or steroid, transforaminal epidural, with 
imaging guidance (fluoroscopy or CT); 
lumbar or sacral, single level).  Included 
in the CERT Contactor’s comments for 
two different claim submissions are the 
following:

Case 1

Missing documentation to support 
use of conservative therapies prior 
to administration of injection on 
04/14/2011, and rendering physician's 
signature on the provided follow-up 
telephone call dated 04/22/2011.  Of 
note, this record of phone call does 
report the beneficiary's current pain 
level and is signed by the CMA.

Case 2

Provider submitted copy of 
physician's order and procedure 
report for transforaminal epidural 
injection and eipdurography 
in support of billed services for 
4/29/11.  However, missing is 
documentation of medical necessity 
for the procedure, as required by 
LCD.  Provider submitted a copy of 
the History and Physical; however, it 
was not signed by the physician and 
the form did not include physical 
exam, assessment, or plan entries.  A 
Pain Management Information form 
was submitted; however, the form 
was not signed, thus we are unable to 
determine that entries were those of 
the billing physician.

 WPS cautions providers of this 
service to review the Epidural and 
Transforaminal Epidural Injections, LCD 
L30481 in its entirety to ensure that the 
provider's documentation supports the 
services billed.  

Continued on page 24
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 Another example of insufficient or 
missing documentation was documented 
on another MAC’s website. This case 
involved the billing of HCPCS J1030- 
Methylprednisolone 40mg 8 units of 
service and J3301- Triamcinolone 10mg 
8 units of service (in addition to CPT 
99213, 20610 and 20551-RT/LT).  The 
name/dose of medication administered 
was missing in the medical record 
documentation.  The records submitted 
included an unsigned office visit note that 
is missing the name/dose of medication to 
be injected and which joints were injected 
with Methylprednisolone and which 
joints were injected with Triamcinolone 
acetonide.  Documentation submitted for 
this case did not meet requirements per 
Medicare guidelines.
 It is important to accurately 
document the patient’s medical record 
with all services performed/ordered.  
Documentation for injections must 
include the following: 

 • Name of drug injected 
 • Location of injection 
 • Dosage of injection given 
 • Route of administration 
 • Signed and dated physician order 

to include the drug name, dosage, 
route of administration and 
duration of treatment

 A CERT reviewer also found 
insufficient documentation to support 
a continued arthrocentesis procedure 
(CPT 20610 X3) and Methylprednisolone 
80 mg injection (J1040 X3).  The medical 
record was missing a plan of treatment 
to support continued need for injections 
as billed.  This case also lacked medical 
necessity for ongoing extended treatment 
for a chronic condition that has not shown 
improvement in a reasonable time and 
treatment has become supportive rather 
than corrective in nature and is then 
considered maintenance treatment.  Per 
claim history, arthrocentesis procedure 

(X3) and Methylprednisolone 80 mg 
injection (X3) billed every three months 
since 2009 and additional submitted 
documentation indicates ongoing 
injections prior to 2009.
 Pain management physicians need to 
understand in treating chronic pain that 
maintenance services are not considered 
medically reasonable or necessary 
under Medicare.  When further clinical 
improvement cannot reasonably be 
expected from continuous ongoing care, the 
treatment is then considered maintenance 
therapy.  Upon medical review, maintenance 
treatment will be denied. 
 An example of incorrect coding 
was documented in a CERT review 
for CPT 99291, Critical Care (first 
30-74 minutes).  The documentation 
described a beneficiary with a history 
of falls.  There was no location of any 
injury documented.  The medical record 
noted that the beneficiary complained 
of feeling weak for a few days with low 
blood pressure and a rapid pulse.  The 
submitted documentation was presented 
in the format of a regular Evaluation and 
Management service (E/M) (e.g., history, 
including HPI, ROS and PFSH; exam and 
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medical decision-making).  An attached 
rhythm strip showed "SVT vs aflutter at 
158" non-specific changes.  The provider 
documented 15 minutes for the history 
and physical, 15 minutes with orders, 
10 minutes to check and evaluate lab 
and x-ray findings etc. No minutes were 
documented for the procedure time. A 
total of 45 minutes were documented 
as critical care time; however, the 
documentation submitted did not support 
that at the time the service was rendered, 
the beneficiary was at risk of imminent 
deterioration and required the constant 
or near constant attention of the billing 
physician.  The CERT reviewer changed 
the billed code to CPT 99285 per 1997 
E/M guidelines as the medical record 
did support a comprehensive history and 
exam and moderate/high complexity 
medical decision-making.
 While Table 3 reflects a claim count 
of only 62 claims from critical care 
intensivists, the total claim count for 
critical care, first hour (CPT 99291) 
was 315 services indicating that many 
critical care services are reported by other 
specialties.  The CERT review found that 
29 percent were overpayments. 
 Anesthesiologists who provide 
critical care services need to ensure that 
all the criteria for critical care services 
are met in order to be considered for 
Medicare payment.  Critical care is defined 
as the direct delivery by a physician(s) of 
medical care for a critically ill or critically 
injured patient.  A critical illness or 
injury acutely impairs one or more vital 
organ systems such that there is a high 
probability of imminent or life threatening 
deterioration in the patient’s condition.  
Critical care involves high complexity 
decision making to assess, manipulate 
and support vital system functions(s) to 
treat single or multiple vital organ system 
failure and/or to prevent further life 
threatening deterioration of the patient’s 
condition. 

 Providing medical care to a critically 
ill, injured or post-operative patient 
qualifies as a critical care service only 
if both the illness or injury and the 
treatment being provided meet the above 
requirements.  If you bill these services 
to Medicare it is important to be aware 
of these requirements to avoid claim 
payment denials or reductions. 
 The MACs closely monitor CERT 
review findings, and they may request 
overpayments or open a provider or service 
specific audit based on the CERT review.  In 
addition, the Recovery Auditor Contractors 
(RACs) also use the CERT findings as 
support for pursuing specific service audits.  
It is important that all Medicare providers 
understand general Medicare coverage 
criteria to avoid the potential for additional 
claim reviews and costly recoupments.
 The HHS improper payment rate 
target for 2014 was 8.3 percent. As a result 
of not meeting the target, providers can 
expect more reviews, including moving the 
Medicare FFS RACs to more prepayment 
reviews to prevent improper payments 
and away from the pay-and-chase 
model.  In addition, HHS is continuing 
to build the Healthcare Fraud Prevention 
Partnership (HFPP), which is a public-
private partnership to improve detection 

and prevention of healthcare fraud, waste 
and abuse.  The HFPP is a collaboration of 
private and government payers using data 
exchanges, analytical tools, and anti-fraud 
best practices. Providers should review past 
and current CERT findings to ensure they 
are reporting similar services correctly. 

Sources:
http://www.cms.gov/Research-Statistics-
Data-and-Systems/Monitoring-Programs/
Medicare-FFS-Compliance-Programs/CERT/
index.html?redirect=/cert
http://www.cms.gov/Research-Statistics-
D a t a - a n d - S y s t e m s / M o n i t o r i n g -
Programs/Medicare-FFS-Compliance-
Programs/CERT/CERT-Reports-Items/
AppendicesMedicareFee-for-Service2014Imp
roperPaymentsReport.html?DLPage=1&DLS
ort=0&DLSortDir=descending
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the trend toWArd Code 
ConsolidAtion

Darlene Helmer, CMA, CPC, ACS-AN, CMPE, MBA
Vice President of Provider Education and Training, Anesthesia Business Consultants, Jackson, MI

 When one reviews the Current 
Procedural Terminology (CPT®) changes 
for 2015, a recurrent theme throughout is 
the consolidation of code combinations.  
The American Medical Association/
Specialty Society Relative Value Update 
Committee (RUC) identifies codes that 
are regularly reported together more than 
75 percent of the time.  The identified 
codes are then considered by the CPT 
Editorial Panel for bundling.  The CPT 
Editorial Panel consists of physicians 
representing all specialties and other 
stakeholders who are all users of the 
CPT code set and thus have a practical 
perspective on the changes presented.  
It is the intention of the RUC, when 
presenting these code combinations, to 
provide the logic, rationale and function 
of these CPT changes.  The following 
paragraphs will explore the rationale 

behind the bundled codes that are related 
to anesthesia and pain management. 
 Ultrasound is often utilized to improve 
the accuracy of intra-articular placement 
of the needle for safety and better patient 
outcomes.  This is the reason why there are 
three new codes to describe ultrasound 
imaging guidance as an inclusive 
component of arthrocentesis, aspiration 
and/or injection of a joint or bursa (Table 
1). Fluoroscopic-guided arthrocentesis will 
remain separately coded.  It is important to 
note that the codes involving ultrasound 
guidance require the guidance to be 
recorded and a report to be included in 
the patient’s medical record.  The original 
three codes were revised to describe these 
procedures without the use of ultrasound 
guidance as an option for the provider who 
is not utilizing ultrasound guidance for 
needle placement.   

 The RUC identified vertebroplasty 
codes 22520, 22521, 22522, 22523, 
22524 and 22525 that were reported 
more than 75 percent of the time with 
72291 (fluoroscopy).  The decision was 
made to delete these codes and add six 
new comprehensive codes.  The new 
codes are listed in Table 2.  They all 
include imaging, moderate sedation and 
bone biopsy, when performed. The new 
codes require documentation of these 
comprehensive services in the patient’s 
permanent medical record.  These new 
codes include primary as well as add on 
codes.  
 Table 3 sets forth one more set of 
procedures of interest to anesthesia 
and pain medicine providers. The 
myelography lumbar injection code 

(Source: 2015 CPT Changes, An Insider’s View, AMA 2014)

TABLE 1 Arthrocentesis Code Changes
CODE ADD/DEL/REV DESCRIPTION
20600 REVISION Arthrocentesis, aspiration and/or injection; small joint or 

bursa (e.g. fingers, toes); without ultrasound guidance 

20604 ADDITION Arthrocentesis, aspiration and/or injection; small joint or 
bursa (e.g. fingers, toes); with ultrasound guidance, with 
permanent recording and reporting

20605 REVISION Arthrocentesis, aspiration and/or injection, intermediate 
joint or bursa (e.g. temporomandibular, acromioclavicular, 
wrist, elbow or ankle, olecranon bursa); without ultrasound 
guidance

20606 ADDITION Arthrocentesis, aspiration and/or injection, intermediate 
joint or bursa (e.g. temporomandibular, acromioclavicular, 
wrist, elbow or ankle, olecranon bursa); with ultrasound 
guidance, with permanent recording and reporting

20611 ADDITION Arthrocentesis, aspiration and/or injection, major joint 
or bursa (e.g. Shoulder, hip, knee, sub acromial bursa); 
with ultrasound guidance, with permanent recording and 
reporting
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62284 and imaging guidance codes 
72240, 72265 and 72270, for the 
professional component, were identified 
by RUC as codes reported together 75 
percent or more of the time; therefore, 
four new codes were added to bundle 
the injection and imaging guidance 
for myelography procedures (62302-
62305).   In addition, they retained the 
original codes, as these are occasionally 
performed by two separate providers 
and therefore would need to be billed 
separately.  
 Reviews of code combinations for 
possible bundling and revaluation of the 
services generally occur on an annual 
basis.  One questions the motive behind 
this yearly review.  Is it just to revalue 
services, or do the payers have an influence 
over this review to decrease the payment 
for separately billed services?   Whatever 
the answer is, as utilization increases, 
combinations will occur.  Interestingly 
enough, ICD-10 does an excellent job 
of creating combination codes in order 
to consolidate diagnosis codes that 
are regularly reported together.  This 
is an overlapping occurrence between 
procedure and diagnosis coding. 

Darlene F. Helmer, 
CMA, CPC, ACS-AN, 
CMPE, MBA serves 
as Vice President of 
Provider Education 
and Training for 
ABC. She has 30+ 
years of healthcare 
financial management and business 
experience.  She works closely with the 
ABC compliance department and is a 
member of the ICD-10 training team.  She 
is a long-standing member of MGMA, 
AHIMA, AAPC and other associations. 
She is a frequent speaker at local and state 
conferences. You can reach her at Darlene.
Helmer@AnesthesiaLLC.com.

TABLE 2

CODE ADD/DEL/REV DESCRIPTION

22510 ADDITION Percutaneous  vertebroplasty (bone biopsy included 
when performed), 1 vertebral body, unilateral or 
bilateral injection, inclusive of all imaging guidance; 
cervicothoracic

22511 ADDITION Percutaneous  vertebroplasty (bone biopsy included 
when performed), 1 vertebral body, unilateral or bilateral 
injection, inclusive of all imaging guidance; lumbosacral

22512 ADDITION Percutaneous  vertebroplasty (bone biopsy included 
when performed), 1 vertebral body, unilateral or bilateral 
injection, inclusive of all imaging guidance; each 
additional cervicothoracic or lumbosacral vertebral body 
(List separately in addition to code for primary procedure)

22513 ADDITION Percutaneous  vertebral augmentation, including cavity 
creation (fracture reduction and bone biopsy included 
when performed), using mechanical device (e.g. 
kyphoplasty), 1 vertebral body, unilateral or bilateral 
cannulation inclusive of all imaging guidance; thoracic

22514 ADDITION Percutaneous  vertebral augmentation, including cavity 
creation (fracture reduction and bone biopsy included 
when performed), using mechanical device (e.g. 
kyphoplasty), 1 vertebral body, unilateral or bilateral 
cannulation inclusive of all imaging guidance; lumbar

22515 ADDITION Percutaneous  vertebral augmentation, including 
cavity creation (fracture reduction and bone biopsy 
included when performed), using mechanical device 
(e.g. kyphoplasty), 1 vertebral body, unilateral or 
bilateral cannulation inclusive of all imaging guidance; 
each additional thoracic or lumbar vertebral body (List 
separately in addition to code for primary procedure)

New Vertebroplasty Codes

TABLE 3

CODE ADD/DEL/REV DESCRIPTION

62302 ADDITION Myelography via lumbar injection, including radiological 
supervision and interpretation; cervical

62303 ADDITION Myelography via lumbar injection, including radiological 
supervision and interpretation; thoracic

62304 ADDITION Myelography via lumbar injection, including radiological 
supervision and interpretation; lumbosacral

62305 ADDITION Myelography via lumbar injection, including radiological 
supervision and interpretation; 2 or more regions (e.g. 
Lumbar/thoracic, cervical/thoracic. Lumbar/cervical, 
lumbar/thoracic/cervical)
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New Myelography Codes Lumbar Injection
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ABC offers The Communiqué in electronic format
Anesthesia Business Consultants, LLC (ABC) is happy to provide The Communiqué electronically as well as the regular 
printed version. The Communiqué continues to feature articles focusing on the latest hot topics for anesthesiologists, nurse 
anesthetists, pain management specialists and anesthesia practice administrators. We look forward to providing you with 
many more years of compliance, coding and practice management news through The Communiqué and our weekly e-mail alerts.  
Please log on to ABC’s web site at www.anesthesiallc.com and click the link to view the electronic version of The Communiqué 
online. To be put on the automated email notification list, please send your email address to info@anesthesiallc.com.

©2015 Anesthesia Business Consultants, LLC.  This Communiqué contains both content that we create and that our partners create. All material 
published in the Communiqué is either protected by our copyrights or trademarks or those of our partners. You may not modify, create derivative works 
of, distribute, publicly perform, publicly display or in any way exploit any of the materials or content in part without our express permission.

You may reprint in its entirety any of the content in this newsletter, either online or in a print format.  We ask only that you attribute this information to us 
by including this statement: “Copyright © 2015 Anesthesia Business Consultants. All rights reserved. Reprinted with permission.”
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Connect with ABC here: 
www.anesthesiallc.com/
social-media

Introducing  
TelePREOP is the first and leading provider of telemedicine solutions suited 
to manage the complex workflows associated with the pre-surgical clinical 
environments. It is designed to streamline the process between surgeons, 
hospitals, ASCs and anesthesia.

TelePREOP leverages an industry leader in the technology platform we selected, 
ePREOP. TelePREOP can engage all Hospital Information Systems that power 
your healthcare facilities without the overwhelming burden of implementation. 
The system is already deployed within our environments and allows you to 
decide to the level of integration thus reducing the time to implementation. 
Additional information is available on the website at www.TelePREOP.com.

Date Event Location Contact Info
April 16-19, 2015 California Society of Anesthesiologists

2015 Annual Anesthesia Meeting
Hyatt Regency Embarcadero 
San Francisco, CA

http://www.csahq.org/up-more.php?idx=65 

April 17-19, 2015 Advanced Institute for Anesthesia Practice 
Management

2015 Conference                                

The Cosmopolitan of Las Vegas
Las Vegas, NV

http://www.aiapmconference.com/
conference-information 

April 30-May 2, 2015 Medical Group Management Association 
2015 Anesthesia Conference

The Palmer House Hilton 
Chicago, IL

http://www.mgma.com/
mgma-anesthesia-(aaa)-conference

May 1-3, 2015 Midwest Anesthesia Residents’ Conference
2015 Conference

Renaissance Cleveland Hotel
Cleveland, OH

http://www.amaachq.org/marc.html 

May 4-6, 2015 American Society of Anesthesiologists 
2015 Legislative Conference

J.W. Marriott Hotel 
Washington, DC

http://asahq.org/meetings/legislative-conference

May 16-17, 2015 Arizona Society of Anesthesiologists 
2015 Annual Scientific Meeting

Scottsdale Resort & Conference Center
Scottsdale, AZ

http://www.az-anes.org/ 

June 12-14, 2015 Florida Society of Anesthesiologists 
2015 Annual Meeting

The Breakers 
Palm Beach, FL

https://www.fsahq.org/meeting/2015-annual-meeting/

June 26-28, 2015 Annual Perioperative Surgical Home 
Summit

2015 Summit 

Hyatt Regency Huntington Beach 
Resort & Spa

Huntington Beach, CA 

https://www.asahq.org/meetings/calendar/2015/06/
perioperative-surgical-home-summit

September 10-13, 2015 Texas Society of Anesthesiologists 
2015 Annual Meeting

The Westin La Cantera Resort 
San Antonio, TX

http://www.tsa.org/professional/meetings.php
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