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Reimbursement Risks with
Radiologist Extenders: There Is No

Free Lunch!
William T. Thorwarth, Jr., MD

There is great allure in the concept of using qualified health care providers to assist radiologists and radiation
oncologists, increasing efficiency and possibly even improving patient care delivery. However, physician
services are most commonly reimbursed under a system that is resource based, and the physician work and
practice expense components of reimbursement for existing procedure codes are periodically reexamined to
ensure their appropriate rank in this “relative value system.” Also, as new codes are developed, demonstrable
physician work and practice expenses will determine the relative values for the new procedures. In both cases,
the type of individual who actually performs different portions of a procedure will determine the reimburse-
ment level. In addition, the total reimbursement must be appropriately apportioned between the physician
involved and the facility where the service is delivered. This article examines some of the potential impacts on
procedure coding and radiologist and radiation oncologist reimbursement schedules if physician extenders
perform work previously performed by physicians. It also examines possible shifts in reimbursement from
physician to facility if an extender is employed by a facility.
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NTRODUCTION AND REVIEW

s described in other articles in this issue, as well as
ultiple prior reports [1-3], there is growing interest

n the use of physician extenders in radiology (e.g.,
hysician assistants [PAs], nurse practitioners [NPs],
adiologist assistants). This article is not a comment
ither in favor of or against the concept of radiologist
xtenders, but it is critical that radiologists and radia-
ion oncologists not expect the use of physician
xtenders to be a “free lunch.” To understand the
ossible impact of transferring tasks previously done
y physicians to extenders, whose time and effort
ave been traditionally reimbursed at a substantially

ower rate than physicians, one must first review some
f the basics of the “resource-based” reimburse-
ent system used by Medicare. Those wishing an

n-depth refresher course are referred to a prior article
n this journal [4]. There is also a glossary in that
rticle that may be helpful in keeping the acronyms
traight.

Congress has mandated that Medicare reimburse-
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ent be based on a system that reflects the resources
onsumed in the performance of any given procedure.
his reimbursement is divided into three elements

5, pp. 24-52], each of which has its own “relative
alue unit” (RVU):

the physician work (work) RVU, defined by the
physician time involved in performing the pro-
cedure as well as the intensity, based on several
factors;
the practice expense (pe) RVU, determined predomi-
nantly by the amount of nonphysician clinical labor
(e.g., technologists, registered nurses, etc.), medical
supplies, and medical equipment consumed during
the procedure; and
the malpractice (malp) RVU, based on the specialty
that performs the procedure, proportionate to the phy-
sician work and practice expense.

Thus for any procedure:

Total RVU � RVUwork � RVUpe � RVUmalp

In addition, because services provided by radiolo-
ists and radiation oncologists are often performed in
ospitals or other facilities not owned by physicians,

ach procedure reimbursement is divided into a “pro-

405
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essional component” (PC) and a “technical compo-
ent” (TC), so that the total reimbursement can be
ivided to pay both the physician (MD) and the facil-

ty. For each such procedure, these two components
re calculated as follows:

PC � RVUMD work � RVUMD pe � RVUMD malp

TC � RVUfacility pe � RVUfacility malp

f the service is provided in a physician-owned facility, a
lobal code is submitted and reimbursed as a rate equal to
he sum of the two components:

Global � PC � TC

Recall that the RVU values are then multiplied by a
conversion factor” that results in the actual fee schedule
ollar value. It is estimated that over 75% of the physi-
ian fee schedules currently used by other payers are
ased in some fashion on the Medicare fee schedule
Sherry Smith, personal communication). As a result, if
he Centers for Medicare & Medicaid Services (CMS)
eevaluate their relative value scale on the basis of a
hange in physician time or practice expense, there are
epercussions well beyond services delivered to Medicare
atients.

HYSICIAN WORK: HOW IS IT VALUED?

o determine the effect of substituting nonphysician
abor for physician labor (i.e., the use of extenders), one

ust first understand how physician work is valued. The
merican Medical Association’s (AMA) Relative Value
ystem Update Committee (RUC) over the plast 11
ears has refined the process of determining the physician
ork RVU recommendation that it submits to the CMS.
he survey document [6], p. 3 used by all specialties to

ollect the data on which that recommendation is based
s standardized and has very explicit definitions and in-
tructions. The factors queried that define physician
ork are as follows:

physician time involved in providing a service,
physician mental effort and judgment,
physician technical skill and physical effort, and
physician psychological stress including that due to the
risk of adverse outcome.
In addition, there are very explicit instructions in that
survey document so that nonphysician work is not
mixed in with physician work. One such instruction
reads,

Physician work” does not include the services provided
y support staff who are employed by your practice and

annot bill separately, including RNs, LPNs, medical e
ecretaries, receptionists and technicians; these services
re included in the practice cost relative values, a different
omponent of the RBRVS.”

egarding laboratory and imaging services, the survey
nstructions go on to state,

For these services, the service period is treated as a
hole, and include the work from the time you begin the

ervice to the time you complete it and report your re-
ults. Consider only the work that you do and not the
ork done by a technician or other professionals.”

learly, survey respondents must differentiate between
hysician and nonphysician labor.

ONPHYSICIAN CLINICAL LABOR: THEY
HO PAY FOR IT GET PAID

learly, a physician’s labor cost to provide a service at a
ite that the physician owns and operates is greater than
he cost if the physician provides that service in a hospital
r other setting owned and operated by someone else. As
result, the Medicare fee schedule (MFS) includes phy-

ician practice expense RVU values for both “facility”
e.g., performed in an imaging or radiation oncology
enter owned and operated by someone other than the
hysician) and “nonfacility” (e.g., an office or imaging
enter owned by a radiologist or radiation oncologist)
ettings. With the vast majority of radiology and radia-
ion oncology procedures, these “technical component”
-TC modifier attached to the code) practice expense
VU values are listed identifying for each code the allo-
ated practice expense payment to a nonhospital facility
t which the procedure is performed.

Hospitals are now reimbursed by CMS for the techni-
al component of inpatient or outpatient imaging or
adiation oncology procedures by separate methodolo-
ies. A full explanation of these (diagnostic related groups
or inpatients, Hospital Outpatient Prospective Payment
ystem for outpatients) is beyond the scope of this article,
ut suffice it to say that those payment schedules include
eimbursement for the nonphysician labor needed for the
erformance of each service when performed in the hos-
ital setting. The CMS has indicated that it will not
eimburse physicians through the practice expense ele-
ent of the MFS for reported costs for clinical personnel

o assist physicians in the hospital setting, stating that
hey are already paying hospitals to provide this.

ONPHYSICIAN CLINICAL LABOR: HOW
S IT VALUED?

n the MFS, nonphysician clinical labor is considered by
he CMS to be one of three “direct inputs” of practice

xpense (the other two being medical supplies and med-
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Thorwarth/Reimbursement Risks with Radiologist Extenders 407
cal equipment, not in consideration here). When Con-
ress mandated that practice expense be converted to a
esource-based system, the AMA’s RUC formed a sub-
ommittee, the Practice Expense Advisory Committee,
hose task it is to evaluate the appropriate values for
onphysician labor time and recommend them to the
MS. Just as with physician work, there is a standardized

urvey document [7, pp. 1-9] that specialty societies must
ubmit when they make recommendations on these labor
imes for existing and new codes. For the presentations of
hese recommendations, the “typical” clinical case sce-
ario must be used, and the labor divided by the type of

ndividual (e.g., technologist, registered nurse) perform-
ng each task. Obviously, any labor that can be billed
eparately performed by an independent practitioner,
uch as a certified PA or NP, cannot be included in the
abor practice expense values.

YPES OF PHYSICIAN EXTENDERS

ith respect to reimbursement, physician extenders fall
nto two fundamental categories:

those who can potentially bill independently for their
services (e.g., PAs, NPs) and
those whose labor is reimbursed strictly through the
practice expenses of their employers (e.g., technolo-
gists, radiologist assistants).

The training, certification, and qualifications of these
ypes of individuals are discussed in other articles in this
ssue, but the impact on per-procedure physician reim-
ursement is different depending on the type of individ-
al, the service that he or she is performing, and whether
r not it is performed in direct conjunction with a phy-
ician service.

Those extenders who can bill independently, even if
nder the name of the physicians’ practice, for physician-

evel services will be paid by the CMS at a rate of 85% of
he MFS rate for that service [5, pp. 92-3]. Other payers
ay pay up to 100% of their physician fee rate. Clearly,

he procedures that they perform must lie within their
scope-of-practice” delineation, defined by their states’
edical boards or other oversight organizations, as well

s by their supervising physicians. The MFS values of
hose procedures are not affected by this, because that
abor is not a practice expense cost to the physicians or
ractices but rather a source of revenue.
Those extenders who cannot bill independently, if

mployed by physicians and used in physician-owned
acilities, represent a practice cost to those physicians or
ractices, but their labor value (cost per minute) is sub-

tantially lower than that of physicians, so the sub-
titution of their labor for that of physicians could result
n a net reduction of the actual resources used in perform-
ng procedures. As discussed below, this could result in a
eevaluation of the MFS values.

HYSICIAN SUPERVISION AND
INCIDENT-TO” SERVICES

or all procedures listed in the MFS, the CMS has as-
igned specific “levels of [physician] supervision” re-
uired for Medicare reimbursement [8,9] for procedures
aid under the MFS and performed in nonhospital set-
ings. These are critical in determining how physician
xtenders can be used, while still satisfying this require-
ent. These three levels are

general supervision, whereby a procedure is performed
under a physician’s overall direction and control, but the
physician’s presence is not required (e.g., chest x-rays);
direct supervision, whereby a physician is not required
to be in the room but must be “present in the office
suite and immediately available” (e.g., contrast-en-
hanced computed tomographic examinations); and
personal supervision, whereby a physician must be in
the room during a procedure (e.g., fluoroscopic
procedures).

As the scope of procedures that extenders might per-
orm is defined, these requirements must be considered if
ull reimbursement from Medicare is anticipated. If a
rocedure requiring “personal” supervision is deter-
ined to be capably performed by an extender, with a

hysician providing lesser supervision from outside the
xamination room or even outside the department (e.g.,
eleradiology), radiologists must expect that the change
n level of supervision requirement may result in a reduc-
ion in the MFS value for that procedure.

Medicare has a special category of services, titled inci-
ent-to [5, pp. 89-90] services, that applies to services
rovided by a nonphysician but in conjunction with a
reatment plan constructed by a physician. When per-
ormed by a PA, NP, or other similar licensed extender
utside the hospital setting, these can be billed at 100%
f the MFS rate, but they must meet strict criteria. A
omplete description of these is in the Medicare Carrier’s
anual [10], but a critical component of the definition

tates that incident-to services require

direct personal, professional service provided by the
hysician to initiate the course of treatment of which the
ervice being performed by the nonphysician practitioner
s an incidental part, and there must be subsequent ser-
ices by the MD of the frequency that reflects his or her
ontinuing active participation in the management of the
ourse of treatment.”
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Although there may be select applications of this cat-
gory in interventional radiology and radiation oncol-
gy, unfortunately, these criteria appear to prevent the
se of this mechanism for the vast majority of diagnostic
adiology procedures.

Many Current Procedural Terminology (CPT) codes
or radiologic procedures include the phrase “radiologic
upervision and interpretation.” The distinction between
supervision” and “interpretation” is not inconsequen-
ial. Medicare specifically addresses its intent in the Medi-
are Carriers Manual regarding reimbursement for these
odes:

In order to bill for the supervision aspect of the proce-
ure, the physician must be present during its perfor-
ance. This is a service to an individual beneficiary and

iffers from the type of general supervision of the radio-
ogic procedures performed in a hospital.”

edicare goes on to write, “In situations where another
hysician bills for supervision (S) of the S and I, and a
adiologist bills for the interpretation (I) of the code,
oth physicians should use a -52 modifier indicating

reduced service.’ ”
In essence, this is stating that a radiologist submitting

ny charges for codes whose CPT descriptors cite super-
ision and interpretation must be “supervising” that ex-
mination. If someone else, such as a physician extender,
rovides that supervision, the CMS may contend that a
educed reimbursement is appropriate.

IME IS MONEY

nder the resource-based system, time is a critical ele-
ent in both the physician work and nonphysician labor

alue calculations, but they have dramatically different
alues on a per-minute basis. Shifting work responsibility
rom a radiologist to an extender could significantly af-
ect the value of a procedure code as well as raise ques-
ions about how to correctly code for the procedure. This
s best demonstrated using specific examples of a com-

on procedure (e.g., an upper gastrointestinal [UGI]
eries) under consideration to be performed but not in-
erpreted, by radiologist assistants. The discussion is lim-
ted to extenders who cannot bill independently for the
rocedure, because it was recently a consensus at the
CR Intersociety Summer Conference (reported in this

ssue) that any extender should not be responsible for
mage interpretation. It is also critical that one examine
hat example in two settings, because each has different
otential payment implications:

. a radiologist’s office (nonfacility), in which the radi-
ologist employs a radiologist assistant and submits a

global bill; and
. a facility in which someone else employs a radiologist
assistant, and thus a physician submits a professional
component bill and the facility submits a technical
component bill.

ase 1: Global Billing in a Radiologist’s
ffice

irst, let’s address the coding issues. Under current CMS
level-of-supervision” requirements, a UGI series re-
uires “personal supervision” (a physician in the room
or all fluoroscopic procedures). Thus, if a radiologist
ssistant or similar physician extender performs the flu-
roscopic portion of a UGI series, the codes for a UGI
eries (CPT code 74240 or 74246) may not be allowed
y the CMS (or potentially other payers who apply the
ame supervision rules). Alternatives would include sub-
ission of the code with a “-52” (reduced service) mod-

fier or the use of an “unlisted” procedure code, requiring
he submission of a paper claim including the report and
ustification.

If the UGI codes were to be reviewed for valuation,
he CMS may attempt to recalculate the work and
ractice expense RVU values to reflect the change in
ersonnel. The value for the physician time allotted
or the fluoroscopy could be adjusted to the value that
he CMS assigns for technologist wages. If one pre-
umes that half of the current physician time is allo-
ated to fluoroscopy and half to image interpretation
nd dictation, the impact could be as follows (using
he 2003 CMS MFS RVU and conversion factor val-
es for CPT code 74240 [UGI] [11], the RUC Har-
ard time for code 74240 [12], and CMS practice
xpense data for technologist salary [13]):

physician work: 0.67 RVU � $24.98; physician time
(per RUC database): 14 minutes;
physician cost per minute � $1.78;
radiologic technologist cost per minute � $0.41 (per
Bureau of Labor Statistics);
revised physician work value using 7 minutes of phy-
sician time � $12.46;
add 7 minutes of radiologic technologist cost to “di-
rect” practice expense paid to physician under global
� $2.87;
sum of revised physician work and additional practice
expense � $15.33;
$24.98 � $15.33 � $9.65 loss per UGI, a 39%
reduction.

sing the Medicare database for the total of all submitted
rocedures coded 74240 for 2000, this would result in a

oss of reimbursement of $1,362,195 nationwide.
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Thorwarth/Reimbursement Risks with Radiologist Extenders 409
ase 2: Physician Bills Professional
omponent Only

he same coding issues would apply as in case 1. Regard-
ng reimbursement, it is of note that in this scenario, the
irect practice expense of the nonphysician labor is
ithin the technical component, paid to the facility

ather than the physician; thus, the impact on radiologist
eimbursement could be even larger. Following the same
ormat above, the physician work reimbursement is re-
uced from $24.98 to $12.46 (based on half as much
hysician time), with no increase in practice expense
eimbursement, thus resulting in a 50% reduction in
hysician reimbursement. Using the same code fre-
uency for 2000, the national impact would be
1,746,403.

Admittedly, this is a hypothetical example, but the
oint remains that the shifting of physician work to ex-
enders could potentially significantly affect the total and
hysician reimbursement for the procedures involved.

HEN COULD CHANGES OCCUR?

he entire MFS is reviewed at least every 5 years to
dentify potentially misvalued codes. The next such re-
iew is to begin in 2005, with the revised values to be
mplemented in January 2007. In addition, the CMS can
equest that the AMA’s RUC reexamine the value of a
ode if it can provide compelling evidence that there has
een a significant change in the performance of that
rocedure that necessitates a reconsideration of its value.
f such a valuation change were to occur in the MFS,
ther payers would be likely to follow.

UMMARY AND MAJOR ISSUES

lthough the use of physician extenders for radiology
nd radiation oncology services may allow physicians to
ore appropriately allocate their time and energy, in-

reasing efficiency and allowing improved patient access
o quality care, radiologists and radiation oncologists
ust be familiar with the impact the use of such individ-

als may have on

proper procedure coding: there is no current CPT
mechanism other than the addition of a reduced ser-
vice modifier (-52) to differentiate between a proce-
dure performed by a physician and the same procedure
performed in part by an extender;
satisfying level of physician supervision requirements”
these would have to be addressed with the CMS for
any procedures on the “extender-eligible” list for
which the use of the extender would violate current
requirements;
the valuation of physician work for procedures done in
part by extenders: the CMS could request a reexami-
nation of such procedures if performed “typically” us-
ing extenders; and
the relative allocation of reimbursement to the profes-
sional and technical components of a given procedure,
including shifting payment from the physician (prac-
tice component) to the facility (technical component)
that employs the extender.

n the end, the performance of high-quality patient care
ust remain the cornerstone of the professions. The

linically appropriate use of extenders may have a positive
ffect, both in quality and net reimbursement. This can
e accomplished, but don’t count on the addition of
xtenders providing a free lunch!
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