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It should not be news that adding anclllary servizes to your
practice not only improves patlent cutcomes {if done right) but
moreover, ancliiary services have the abilily to improve your
bottom line dramatically. Some estimatas state upwerd of a 60
percent boost or higher to ihe bottom line, While podiatry has Iong
been familiar with ancillary services like X-ray, vascular {esting,
nerve conduciion testing and ultrascund, physical therapy (PT)
has for many years been left off the table.

Why is this? For the most parl, il prokably comes from
confusion cver Stark Law, and aven more confusion and fear over
how to do It. Before we getinto the "why" and “how," lei us make
sure we have an understanding as to what-we are nol talking
aboul in-our discussion of in-office physical therapy.

Fer many years (and probably surrently), podiatrists would
randomly employ the use of ultrasound oh a patient after an
injection cr the use of a whirlpeol fer a patient with a sprained
ankle. In fact, many DPMs would have & nurse provide these
seivices after they left the room while subsequently billing the
physical therapy codes for ihis service.

Under current CMS rules, two components must be in place in
order for one {o blll for physical therapy services of any kind in the
office setting without 2 physical therapist.

©One must have a plan of care in place that specifies sheit- and
long-term goals, objectives and specific modalities appropriate for
the condition. In additlon, services under this plan of care must be
provided by somecne formally frained in physical o ccoupational
therapy.

Random whirlpoo! sessions or ulirasound treatments without a
specific physical therapy plan of care In the chart Is not only
inappropriate as an “incident to” service, it Is really not something
that improves patient cutcomes in the leng run.

While it is appropriate for podiatric physicians to provide and
bill for physical therapy services themselves, it would be difficult to
make this economically feasible in most podiatric offices.

Every state has s own rules and guidslines (iccal carrier
decisions) that pertaln to physical and occupatlonal therapy. Some
states, in fact, have made physician-owned physﬁcal therapy
illegal by circumyenting Slark and employing rules that make it
impossible for a physical therapist to take
orders from & physician employer.

Furthermore, the model that is presented
below is one model, While there are other legal
models for integrating physical therapy, the
model below Is one that | have found to be the
mosi practical for the podiatry office. Consult
your local healthcare atterney to decide what model is best for
you.

Emphasizing The Potential Benefits Of Physical
Therapy

Physical therapy is an integral part of how we {reat our
pationts and If it s nat, It should be, Physical therapy as &
profession developed due to the initiative of doclors specializing in
the field of musculoskeletal medicine who saught o enhance the
recovery and rehab of their patients through focused training in
exerclse,

While we are used lo sending these patients cut of 1hs office
for their therapy, why not be mare invelved in this area of care?
Hare are five simple reesons to bring physical therapy Into veur

hitp://www.podiatrytoday.com/article/6695

Supervision Of
Physical Therapy
Services: What You
Should Know

In-office ancillary services must
be furnished personally by the
referring physician, by a
physician whao is In the same
group practice or by Individuals
who are “directly supervisad™ by
one of those physicians.

Although the Stark slatute uses
the phrases "personal
supervision” or “dirsctly
supervised,” the regulators have
interprated both of these fo mean
supervised to the extent
otherwise required in the
Medicare program.

For example, sincs Medicare
physical therapy doss not requirs
an on-premises physician for the
services to be covered, “direct
supervision,” according to Stark,
dees not actually require that a
physician be in the office suife. A
group could blll for Medtcare
physlcal therapy services when
the services are provided by a
physical therapist employee cr an
independent conlractor who
reassigns his or her right to
payiment 1o the group. Howaver,
if the services are nol billed
“incident to" the physician, he or
she cannal recelve cradlf as the
treating physician fer those
revenues,

What Physical
Therapy Equipment
May Be Necessary

Hydrocoliator- $896.00
Standard hydrocolator covers x
8- $162.00

Cervical hydrocolator covers x 6-
$105.00

Wall mount for covers- $54.00
tce packs x 6- $54.00

Med craft tables x 3- $882.00
ied craft bolsters x 2- $78.00
Mead craft taping tabls- $355,00
Recumbent ergometer-
$1,036.00

Gonlometer x 2- $39.00

Ultra lotion 5 liters- $9.00

Ultra lotion with hydrocortisone-
$130.00

Thera-Band exerclse x 2- $89.00
Thera-Band balanca x 2- $41.00
Weight, deluxe therapy x 2-
$19.00

Free up massags cream- $14.00
Fool stool x 2- $86,00

Rocker board- $65.00
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office.

1. PT pravides an added service and convanience for your
patients,

2. PT enhances patient safisfaction as patients have access te
superior care overseen by helr referring physician or surgeon.

3. Improved cutcomes resuit from beltsr compllance and
better service from staff patients are already familtar with in your
practice.

4, It reduces errers and ovar-utilization.

5. PT provides an excellent potential for
Improving your bottom line.

Overall, in-office physical therapy gives
physicians a greater role in the physicai tharapy
services pravided to patients, thus allowing the
therapists and physiclans to work together as a
team, exchanging information and sharlng
Ideas. Also, the relationship between therapisi and physician
affords frequent and immediafe fesdback to allow for the fine-
uning of therapeutic protocols that serves to improva patient
outcomes. A 1893 study comparing on-sile physical therapy
delivered in physician ofilcas versus other sites congluded that

Walking beit- $8.00

Athletic tape- $41.00

Touch test complate foot kit-
$140.00

Cramer prewrap- $29.00
Ulirasounditherapeufic x 2-
$1,500.00

Elliptical stationary sitling bicycle-
$1,000,00

Washer/dryer vs laundry service-
$800.00

Towels/wash cloths- $250.00

Total = $7,921.00

Edilor's note: According to the
author, a desk, chairs, cornputer,
relling stoels and Anodyne
equicment were already in place
and were accordingly nof
calculated into this cost estimets.

patients whe receive on-sile physical therapy loss less time from work and resume nermal duties more

quickly.!

Without question, the ability te exchange information on a palient in a frequent and timely fashion
serves to reduce arrers, Accerding to enothar study, 70 to 80 percent of medleal errors are related to
interpersonal interaclion issues. Inferpersonal interaction is critical lo patient safety and having betler

physicianitheraplst communication Is what makes this possible,?

In addition, frequent and timely feedback belwesn therapists and physiclans reduces over-utilization

of senvices. Consider the following examples.

1. If the doctor deems the desired outcome 1o have been achieved, then one can immediately

disconfinue services.

2. If the doctor determines ancther therapy modality is appropriate, then one can make a shiftin a

fimely manner,

3. If it appears that physical therapy is not yielding desired results, one can consider other therapeutic

fechniques, Including surgery.

Patienls want and should have access to quallty, comprehensive and nen-fragmented care. Giving
palients the option lo choose the site of their care is vital and when patients get a cheice, most will
choose the site with the bast outcores and the most convenient site for them.

Lastly, In-office physical therapy offers patients direct and immediate access to the therapy after you

have seen them (incident to}, in faci, most of the time, we are akle tc schadule physiclan and physical
therapy appeintments at or near the same time and in ihe same office. This eliminates the need for

patients to travel to two different appointments.

Negotiating The Rules And Exceptions Of Stark Law

Passed in 1988, the Stark | Law eslablished the basics of whal many refer to as “the self-referral
iaws,” prohlbiting physldlans from referring Madicare and Medicaid patients for “designated health
services” (DHS) with which the physician has 2 financlat relationship. However, there are many
exceptions to the Stark Law, listed as “sefe harbors” under Stark’s Rules.

While the firsl Slark Law mostiy applied to dinical laboratories in medical
physician's offices, the law also had an “in-office ancillary service exception.” This
excoption encompassed services defined In Medicare as ancillary services for ltems
such as in-office laboratory testing which physicians could perforim in heir own

praciices.

in 1993, Congress, led by Rep. Pete Stark {D-Callf.), decided ihat more services
needed 1o be included as exceptions. Accordingly, Congress enacted Stark I, which

expanded the list of exception services to include additional "designsted health sarvices,” one of which

was physical therapy services.

There are now nearly 20 different excepticns included under Siark’s rules. While they all have their
own gualifying provisions and details, far the purposes of DPMs, here is a short list of the exceptions

under Stark rules.

1. Physiclans' services
2, In-cffice ancillary services {PT)
3. Prepaid plans

4, Other permissible exceptions as determined and specified in regulations as net posing a risk of

program or patient abuse

5, General exception related only to cwnarship or Investment prohibition for ownership In publicly

traded securities.and rutual funds

Under the aforementioned In-office ancillary service exceptions, a physician can refer Medicare
patients to @ physical therapy centar owned and operated by the physician's clinic. Howevear, thesa

services must be performed in the same office sulle in which at least one member of the physiclan group

has a physlcian praclice or services must be performed in a location thal is used for the centralized
provision of the physical therapy services. In order to mset the criteria for the in-cffice ancllary service
exceptlon, your practice must also meel the statute's definition of a “group practice.”

What qualifies as a "group practice,” according lo Stark? A group practice must Involve at least iwo or

mare physicians who are legally organized in a parinership, professional corporation, foundatian,
nonprofit carporation or other similar assoclation. & sole proprietorship with employees, which is nol
“legally organized® as a group, cannol qualify as & group practice under the definition,

Each physician s a member of the group {including shareholders, partners and employees but not
independent contractors) must substantially provide his or her normal full range of DHS and other
services in the group practice through the joint use of shared office space, faciliies, squipment end
personnel. These services must be billed under a billing number assigned to the group and amaounts

received must be treated s receipis of the group. As a whole, the amount of time physician membeis of

the group (excluding independent coniraciors) spend In work dedicaled to the group must average 76

percent.

http://www.podiatrytoday.com/article/6695
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With this said, fet us take a closer look al the criteria that must be met in erder to be compliant under
this “in-cffice ancillary service" exception.

1. The physician musl have diract supervision of these services {see "Supervision Of PT Services:
What You Should Know” below). Be aware lhat this criterion disguaiifies many practices from being
i compliant. Seme BRI :

2. The therapy must be performed as an in-office ancillary service under your rocf. in-office ancillary :
services must be provided in a bullding in which ihe referring physician or another member of the group
practice furnishes physician services unrelated to DHS or in ancther building that is used by the group
practice for "lhe centralized provisicn of the group's designated health services.”

3. The physician must bill these services under his or her biling number,

A Closer Look At Billing And Compensation ;

The only iegal way for a physician group to bill physical therapy services to Medicare is to bill those
services as “Incident to” physician services. To bill under this msthod, however, tha physical therapist
must be employad by the physician greup or al least be a leased “commen law" employes of the
physlician group.

Moreavar, the physical therapy services must be “incident te” that physician’s servicas. That means
the physician must have seen the patient at some time to initiate the plan of care. One may accomplish
this by having the initial vislt be belween the physician and the patient. This visit would then be followsd
by an evaluaticn of the patient by the physical therapist pursuant to the physician’s deslgnated plan of
cave,

: Any compensation that the physician provides fo {he non-physician therapist must be calculated in a
manner thal does not take into account the “volume or value of referrals” between the parties. However,
£ in an alimast counterintultive interpretation of the 1aw, the regulations explicitly state that lime-based or

unit-of-service-based payments are allowed “even when the physician receiving the payment has i
generated & payment through a DHS refarral.”

S0 you have your framework In place and you have your team on board. Whare do you go from
i here?

A Guide Te The Economics Of Hiring Physical Therapy Staff

This very much depends upon your needs and your location. In my case, | found the best therapist in
my area and asked him to be a part of my physical therapy program. Considering the fact that he had
nothing to lose and everything io gain, it was not a hard decision for him, Remember, qualily is key. Find
someone you can trust with your paiients. Also, finding someone part-time may be easier than finding a
full-ime physical therapist. Many larger groups will often hire a full-time physical therapist whils others
might hire a physical therapist as a part-ime contract employee (as specified by Slark Law).

Physical therapisls earn an average of more than $30 an hour or about $85,000 1o $70,000 a year,
according to the Bureau of Labor Statistics. Considering the expense of hiring a full-time physical
therapist and the fact that the only physical therapy that can be performed under your oversight Is lower
extremity physical therapy, you may have a hard fime hiring a PT initially,

There are several vilal factors that come Into play when it comes te gelting your physical therapy :
pregram off the ground. Here is a sampling of questions:

1. What equipment do | need to start?
2. What {CD-2 codes are the most appropriate to drive the provision of efficacious CPT code :

choices? H
3. How do ! refer and manage physical therapy patients in my PT program?

One consideration is to start off with a pari-time physical therapist who will perform all of the initial
and follow-up evatuations while leaving most of the day-lo-day therapy {0 a PT assistanl. A PT assistant
can work full ime under the ovarsight of your part-lime ghysical therapist. Oversight by the physical
therapist is not mandated by private insuraers or Medicaid. However, Madicare patients (according o most
interpretations of Medicare rules) must have direct physical therapist oversighi. A physical therapy
assistant cannot take orders from a DPM. Accerdingly, In regard to overall physical therapy overhead,
one would nesd 1o add a $12 to $15 per hour physical therapy assistant who will be the primary face of
your physical therapy program,

Again, make sure your state allows a physical therapy assistant 1o work under a physical therapist.
Some siates may have rules that necessitate the physical therapist to be present af all imes during the
care of the patlents In your office. Most staies allow the PT sssistant to werk Independenily as long as

the overseeing physical therapisl Is available via phone,

H Weighing The Additional Costs Of Space And Equipment
? Physical tharapy egulpraent varies tremendously In size, function, sophistication and cost. Your menu ‘
H of services and your therapist’s preferences will diclale your equipment needs. A therapy table is a must.
: Other basic pieces might include bands, weights of varying sizes, a wall puliey system, hot and cold

. therapy supplies, and an exercise bicycle. Mosi podiatric therapy centers will also have ultrasound and
H electrical stimulation equiprent.

For furlhar information on equipment types and prices, he sure o do some comparison shopping on
the Internat. Yendors include RehabShopper.com and Advantage Medical and Supply
{www.advantagemedlcal.com). For a more practical Hst of what you need to start your physical therapy

program, see "What Physical Therapy Equipment May Be Necessary?”® below,

B As for space, & room ag small as 300 square fest may do bul much will depend on the therapist and
! the range of service you need for your base of patients. Keep In mind thal you should only be deing lower
i extremity physical therapy for your patients so this will dictate ihe kind of equipment you need.

In our office, we set aside approximately 650 square fest to accommodate four physical therapy

tables, an ergomeler, iwo therapeutic ulirasound stations, an Anodyne® (Anodyne Therapy} stafion and a
full office section fer the tharaplst,

Keep in mind that when initial evaluations are being performed on a naw patlent, a treatment room or
an enclosed area for privacy is always best.

Keys To Fulfilling Staff And Training Needs

Aside from the therapists, make sure your existing stafi can accommodata the addltional patient
volume and biling work, You may also need to increase a staffer’s hours or hire part-tims help. Your
biller may also require iraining to understand the fime-based CPT codes and nuances of billing for

i multiple services provided In one therapy sesslon. The American Medical Billing Association offers an
i online basic course {www;madicalbillingcoyrseenling.comfpfcourseitm). Alsa, when you do find the

http://www.podiatrytoday.com/article/6695 6/17/2009



How To Provide Physical Therapy As An Ancillary Service | Podiatry Today Page 4 of 6

therapist you wanl {o work with, make sure he or she is appropriately trained and ungersiands whal your
axpectations are In regard to specific modalliies, documentation and follow-up.

The better communication that exisis between you and the theraplsts, ihe better care your patients
will recelve. I

How you start and bulld your physical therapy program is up to you bul there are services available
that can offer “turn key" solutions to get your program off ihe ground both lsgally and efficiently. Ons such F
business is Thera Med Sysiems, a Florida company thal specailizes in the implementation of rehab and
its associated services, enabling a relatlvely low cost. :

! Remember, if yau cannot offer betler lower sxtremity shysical tharapy than anyone in your area, you

: should not be deing it. Patient oufcomes and salisfaction should drive your therapy program in all {
; aspacts, t
‘ Finally, thers ere a few other considerations with regard to the importance of staffing. Scme cariers ;

require pre-certification and the inilial physical therapy evaluation prior to approving visils, and it Is vital
far your slaff to know what and when to ask. | recommend that your staff call fo establish whather pre-
cerification is required for all of your private insurers.

It is iImportant for your staff never to forget to tell patients about the co-pays and deductibles that may
be required at fime of service. Many private insurance companies require a co-pay upcn each physical
therapy visit. Ensure that vour staff makes the patient aware of this upen making the appoiniment and
also make sure your staff collecls the co-pay upen each physical therapy visit.

Getting A Handle On Potential Costs And Reimhursement

Asids from the costs of building an addition or medifying the infrastructure of your office selling, and
apart from labor and aitornay fees, your cost in starting your physical therapy program can range :
betwaen $5,000 and $10,000 {depending on haw elaborate you get with your equipment). Remember
that used equipment is okay as long as # functions well.

In addition, one can expact to spend around $3,000 to $5,000 In healthcare atlorney faes, which will
be meney well spent as you formalize your plan. The good news is that for lower extremity physical
therapy, expensive pulley systems, elaborate weights and upper body fools will not be needed.

As far as expenses for your physical therapists and othar labor charges, you need to negotlate these
: rales based on the advice of your healthcare attorney to make sure they are compliant with Stark
4 regulations. Many experts recormmend reimbursement upon a "per unit” basis but make sure there are no
volume incentives or bonuses in their compensation.

CPT cades for physical therapy services range from 87001 (Initlal evaluation) through 97799
(physical medicine procedure}. Medicare fees vary by geographical iocation but for an inftial evatuation,
reimbursements range frem $69 to $88. For most comman trealment codes, the range is $25 to $32 per
unit of service. Howevar, for some commen codes, Including 97032 (electrical stimulation) and 27035
{uitrasound therapy), reimbursement can fall well balow that range.

The units of service, which apply to many of the codes, represent periods of time that seem
stralghtforward bul thay ars net. Morecver, when providing multiple servicss in one visit, you may be able
to bill for scme services but nol cthers. For an idea of the bllling iimitations and complications involved,
see the explanatory outline of billing scenarics by CMS at
www.cis.hhs gowTherapyServices/02 billing_stenarios.aspTo.

H Also keep in mind thal the 2006 Medlcare cap for culpatient physical therapy and speech language 5
H palhology combingd is $1,740, Accordingly, it is impertant to ensure your palients and billng sieff keep '
H these figures in mind in order to avoid trouble.

Key Insights On Revenue Potential

Your profil potential will depand mostly on the number of referrals you put Into your physical therapy
program aleng with the managed care payers' reimbursement for the services you will provide. Next,
conservatively estimate the number of patients you are likely to refer for physical therapy in a week, Base
this en your past referral habits and use the Medicare reimbursement rate for those services as your
guida, Take your labor costs per patient you see per month {our labor cosls rangs batwaen $270 and
$290 per patient, per month). You will need 1o estimalethe number of modalilies performed per visit
{usually three) and then break down the numbers.

Here Is an example to consider.

» Assume five patients with the same diagnosis (plantar fasciills) are referred into your office’s
i physical therapist per waek for an entire year. :
= Assume those five patienls atlend all 12 visits within a given month (three visits per week for four f
weeks). ;
= Assume the same standard set of medaiities is ulilized {ultrasound, elc.) for each palient (three per H
visit). :

+ Assume your expenses per pattent per month ($270) are the same.

= Average all of the insurance reimbursements (Medlcare, Medicald and privales).

= Censider into the equation the average reimbursement for an inilial physical therapy evaluation and
re-avaluation.

i Total relmbursement per patient per month {12 total visits} afler your expenses ($270 per patienf per H
i monthy: 81,115 !
Then factor in five of the same plantar fagcidis patients par waek for cne year: $1,115 X 5 patiants X

12 months = H

Total profit for those five plantar fasciitls patlents referred weekly for 12 months: $50,000 to $67,000,

Consider the following factors regarding the above scenaria. First, net every patient will alland every
visit prescribed. Some will attend half of their visils while other may atiend all. Second, there will be some
occasions when only iwo modalities are parformed In a given visit. Third, 1ake inlo sccount that other
diagnoses (like postoperative rehabilitation) will reimburse lass per modality due to the type of modalities
used. If the palient recelves Anodyne therapy (which is now not covered by Medicare), this will decrease
revenue for that regimen of therapy. Fourth, your labor costs per patient per month will greatly dictate
your overall profit. Fifth, some insurers will bundle modalities and thus onty pay for two instead of three.
Your billing staff will utnderstand this as many insurers will only pay for the least reimbursed modalities of
the three.

Final Thoughts

Physical therapy is a designaed health service regulated by Stark laws so you must preceed

hitp://www.podiatrytoday.com/article/6695 6/17/2009
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carefully te make sure your setup qualifies under the In-office anclliary exception. You will nead expart
legat guidance to make sure you do not viclate faderal cr siafe anti-kickback staiutes. As long as you
proceed cautiously and focus your pregram on palient cutcomes, you have a great chance {o succeed.
As a reminder, the service you provide to Medicare and Medicaid patienis must be billed either by the
physician renderlng or supervising it, by his ar her group, or by an entity that is wholly owned by the ;
physician or his or her practice,

You cannot distribute andlllsry-derived prefits In propertion to the percentage of referrals a doctor
makes to that service. For instance, if ons partner in a four-decter group makes 50 percent of the
referrals to its X-ray service, the doctor cannot get half of the profiis from that service. Profits must be
divided without regard to the volume or value of referrals.

Integrating physical tharapy into your podiairic medical practice can be incradibly rewarding in maiy H
ways but there are certainly chalienges. in our office, physical therapy has been a najural fit for our group i
practice of four. While providing physical therapy provides excellent additional revenue, | think itis more
important that we can say with confidence that our praclice provides the best lower extremity physical
therapy in town.

Dr. Moore has a masler’s degree i medical educalion and is a former Universify of Texas Diabelic
Foot Feffow practicing In Somersel, Ky. He is a board member of the American Academy of Podialric
Practice Management.
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