
Afew CPT changes have taken effect for 2010
that affect dermatology, and practices should
assure that they have modified their coding
accordingly. A key change is deletion of code

14300 (Adjacent tissue transfer or rearrangement,
more than 30 sq cm, unusual or complicated, any
area). However, the following codes have been
added to replace it:
• 14301 (Adjacent tissue transfer or rearrangement,

any area; defect 30.1 sq cm to 60.0 sq cm)
• 14302 (each additional 30.0 sq cm, or part there-

of, list separately in addition to code for primary
procedure). 

Some other codes sometimes used in dermatol-
ogy are listed as having grammatical changes. The
definitions have not changed; written numbers
have been replaced with numerals. They are 15787
(abrasion), 56605, biopsy of vulva, and 96913,
PUVA. 

Medicare Changes for 2010 
Consultation Codes. A great deal of attention has
been paid to the elimination of the consultation
codes. Only the G codes used for telehealth consul-
tations remain in use. Savings realized through the
elimination of consult codes will be used to increase
payments for the existing E/M services. There will
also be an adjustment for the surgical global period
to reflect the higher value of the E/M services ren-
dered during the postoperative period.

CMS has cited numerous unsuccessful attempts to
educate the medical community regarding rules of
consultations as the reason for eliminating the codes,
stating that in 2001 (apparently the most recent year
for which statistics are available) Medicare allowed
$1.1 billion more for consultations than it should
have. 

RVU Increases. Among other Medicare changes,

there are very slight increases in the work RVUs for
13120 and 13121 (complex repair codes). 

Patient Deductible. The Medicare patient
deductible has increased by $20 to $155.00. Co-
insurance remains at 20 percent of the allowed
amount. 

Incentives and Quality Reporting. Revisions to
the ePrescribing program and PQRI will change
some of the reporting requirements. Providers will
be eligible for a two percent incentive bonus for
each of the two programs. The bonuses are calculat-
ed on all Medicare allowed charges, not just the
charges related to the measures reported. 

The PQRI change with the largest impact on der-
matology involves the melanoma measures: 136,
137, and 138 will be reportable through an electron-
ic registry only. 

To find registries go to www.cms.hhs.gov/pqri.
Select “Alternative reporting mechanisms.” Scroll
down to “downloads” section, select “Qualified reg-
istries for 2010 PQRI reporting,” There will be only
one reporting period: January 1, 2010 through
December 31, 2010. All measures must be reported
by February 28, 2011 to qualify for the bonus pay-
ment. 

It is not too late to participate in PQRI for 2009.
The entire year may be reported through a registry;
the deadline is February 28, 2010. Use the instruc-
tions above to locate registries participating in the
2009 PQRI. 

E-Prescribing providers will be allowed to
report e-prescribing through registries or by
claims. Some group practices may qualify for
incentive payment based on a determination at the
group practice level rather than at the individual
provider level. 

By Sharon Andrews, RN, CCS-P
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Coding and Billing Changes for 2010
Two months into the new year, be certain you and your staff are aware of these important changes. 

Coding Checklist
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Dermatology practices that participate in our
financial benchmarking program continue to
recognize the benefits of comparing their
financial results to benchmarks from similar

practices. The Allergan Practice Consulting Group
and BSM Consulting established the first bench-
marking database for dermatology practices and are
in their 10th year of administering the survey.
Since the inception of the program, the two compa-
nies have worked together to gather, collate, ana-
lyze, and publish financial benchmarks for the ben-
efit of dermatology practices.

The financial benchmarking program was
designed to provide certain key measurements to
dermatology practices that would allow each prac-
tice a method of evaluating its practice perform-
ance to other practices within their industry. Each
year, the Allergan Practice Consultants collect spe-
cific data from participating practices. That data is
then reviewed for completeness, entered into a

proprietary database, analyzed, and published by
BSM Consulting. This article provides a summary
of the major data points from this dermatology
survey.

Database Parameters
We have compiled the results from participating
practices through August 31, 2009 in the database,
which includes information from 135 practices for
2006, 108 practices for 2007, and 64 practices for
2008. Table 1 provides a geographic breakdown of
participating practices. Table 2 illustrates the
breakdown of practices by number of physicians.
Since participating offices typically provide data
for the most recent complete year plus two previ-
ous years, the number of practices in the database
for each year will continue to grow as additional
practices submit their information. The database
continues to be updated with full-year 2008 operat-
ing results.

Financial Benchmarking for 
Dermatology Practices
Successful practices use benchmarking to compare their performance to other practices, to assess their
own performance over time, and for long-term planning. 

By Robert Thorne, CPA, and Edward Wynne
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Table 1: Georgraphic Breakdown of Participating Practices

Treatment

East

South

Midwest

West

Totals 

No. of Practices

43

50

14

28

135

2006

Percentage

31.9%

37.0%

10.4%

20.7%

100%

No. of Practices

33

45

8

22

108

Percentage

30.6%

41.6%

7.4%

20.4%

100%

No. of Practices

20

28

3

13

64

Percentage

31.3%

43.7%

4.7%

20.3%

100%

2007 2008



2008 Results
The interpretation of changes to our key bench-
marks from year to year may vary from person to
person as they attempt to analyze and compare
them to their practice’s performance. It is always
important to remember that there may be other
underlying factors, such as economic conditions,
that may be causing certain trends or productivity
results.

Table 3 shows the mean and median results for
the past three years for 14 key benchmarks. It is
interesting to note that average revenues per full-
time equivalent (FTE) physician increased just over
three percent from 2006 to 2007 but increased by
six percent from 2007 to 2008 even as the econo-
my slowed dramatically, more noticeably in the
latter part of the year.

While growth in collected revenues per physi-
cian grew in 2008, revenues per non-physician
provider (physician assistants and nurse practition-
ers) showed strong growth, with average revenues
reaching $529,358—more than an 8.5 percent
increase over 2007.

This growth appears to reflect a shift by prac-
tices to utilize other providers in order to offer
patients lower costs for certain visits and proce-
dures during the economic downturn, a conclusion
that is supported by the eight percent increase in
aesthetician revenues during the same period. A
review of the collections generated by the non-
physician providers and aesthetician providers
makes it clear that, in offices where these employ-
ees are well utilized, the practice owners benefit
financially.

Operating expenses as a percent of collected
revenue remained constant in 2008 as compared to
2007. It is also noted that there was little or no
change to the non-provider payroll ratio, the rent
expense ratio, and the marketing and advertising
expense ratio. While it is tempting to draw the
conclusion, it appears that practices utilizing
benchmarking results as a management tool do an
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Table 2: Survey Practice Mix

Survey Practice Mix

Solo Practice

2-3 MDs/DOs Group

4+ MDs/DOs Group

Totals 

2006

56

55

24

135

2007

40

49

19

108

2008

26

27

11

64

Key Benchmarks 

Net Collected Revenue per FTE Physician – The total physician-
collected revenue divided by total full-time equivalent physi-
cians. A full-time physician is assumed to work 1,664 hours or
more per year.

Net Collected Revenue per FTE Non-Physician Provider – The total
non-physician provider collected revenue divided by total full-
time equivalent non-physician providers. Non-physician
providers include physician assistants and nurse practitioners
(FTE is calculated at 2,080 hours per year).

Net Collected Revenue per Aesthetician – Total aesthetician-col-
lected revenue divided by total full-time equivalent aestheti-
cians (FTE is calculated at 2,080 hours per year).

Net Collection Ratio – Net collected revenue divided by adjusted
charges.

Operating Expense Ratio – Total expenses (cost of goods sold and
operating expenses) divided by the total net collected revenue
as reported on the practice’s financial statements or tax return.
Operating expenses exclude provider compensation, bonuses,
retirement contributions, automobile expenses, as well as depre-
ciation.

Non-Provider Payroll Ratio – Gross non-provider payroll divided
by the total net collected revenue as reported on the practice’s
financial statements or tax return.

Rent Expense Ratio – Total rent expense or occupancy costs divid-
ed by the total net collected revenue as reported on the prac-
tice’s financial statements or tax return.

Continued on p. 21



excellent job managing their expenditures and
maintaining expenses at a reasonable level.

Please see the boxes titled Key Benchmark
Definitions for explanations of how the individual
benchmarks are calculated in Table 3.

Conclusion
Benchmarking is designed to enable a practice to
compare and measure results against better-per-

forming practices and can be very useful in the
ongoing management of a business. We have found
that the more successful practices are diligent in
gathering and measuring results and comparing
their data to that from prior periods. In addition,
these practices incorporate bechmarking into their
budget forecasts and their business planning
processes.

It is important to note that the 2008 database
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Table 3. BSM/Allergan Financial Benchmarking Survey Results

Mean

$1,124,568

$487,629

$155,682

102.6%

53.2%

18.3%

4.9%

1.4%

5.03

4,568

$257

$215,205

28

63%

16%

7%

6%

8%

Median

$1,034,971

$469,813

$131,855

101.0%

51.4%

18.6%

4.6%

0.9%

4.65

4,250

$215

$197,289

25

66%

13%

6%

3%

5%

Mean

$1,159,558

$487,075

$150,950

101.9%

54.3%

18.3%

5.1%

1.6%

5.17

4,529

$267

$220,115

26

60%

17%

7%

5%

11%

Median

$1,034,910

$450,501

$112,077

100.4%

52.5%

18.2%

4.8%

1.0%

4.69

4,391

$223

$201,635

24

63%

15%

6%

3%

6%

Mean

$1,229,110

$529,358

$163,545

102.8%

53.8%

18.3%

5.7%

1.3%

5.27

4,593

$265

$217,623

23

63%

15%

6%

6%

10%

Median

$1,115,394

$501,189

$125,307

100.8%

51.8%

17.8%

5.2%

1.0%

4.84

4,370

$242

$207,106

23

65%

13%

6%

3%

5%

Performance Indicator

Collected Revenue per FTE Physician (1)

Collected Revenue per FTE Non-Physician Provider (1)

Collected Revenue per FTE Aethetician (1)

Net Collection Ratio (2)

Operating Expense Ratio (3)

Non-Provider Payroll Ratio

Rent Expense Ratio

Marketing and Advertising Ratio

No.of FTE Support Staff per FTE Provider

Patient Encounters per FTE provider

Net Collections per Encounter

Collected Revenue per FTE Support Staff

Days Sales Outsatnding

A/R Aging Analysis

0-30 Days

31-60 Days

61-90 Days

91-120 Days

Over 120 Days

(1) The results include actual net collected revenue of the providers working in the practice. The cost of goods sold is included in revenue.

(2) The net collection ratio includes receipts for services and/or goods that may not be included in the practice management system. This may be one factor attributing to the
net collections ratio being greater than 100%.

(3) The operating expense ratio excludes physician compensation, bonuses, retirement contributions, auto expense, depreciation, and all other expense determined to be
non-operating costs.

2006 2007 2008



results are based on 64 practices that have partici-
pated in our survey to date. Results may change as
we continue to add practice information to the
database; therefore, comparison of practice results
will vary over time. The results shown are to be
used in the context of this article and should not be
relied on as a comparison of a practice’s overall
performance. ■

Key Benchmarks 
Continued from p. 19

Marketing and Advertising Ratio – Total marketing and advertis-
ing costs divided by the total net collected revenue as reported
on the practice’s financial statements or tax return.

FTE Support Staff per FTE Provider – Total FTE support staff
divided by the sum of physicians and non-physician providers.

Patient Encounters per FTE Provider – Total patient encounters
divided by the sum of physicians and non-physician providers.

Net Collections per Encounter – Net collected revenue divided
by total new and established patient visits.

Net Collected Revenue per FTE Support Staff – The practice’s
total 
collected revenue divided by the sum of full-time equivalent
support staff employees. A support staff employee includes
office staff, licensed aestheticians, and non-physician
providers working in a support capacity, i.e. those not produc-
ing revenues independently. A full-time support staff employ-
ee is assumed to work 2,080 hours per annum.

Days Sales Outstanding – Adjusted accounts receivable divided
by (net collected revenue divided by the number of calendar
days in the period).

A/R Aging Analysis – Accounts receivable separated into aging 
categories of 0 to 30 days, 31 to 60 days, 61 to 90 days, 91 to
120 days, and over 120 days, corresponding to the time since
service was provided.

For more information on the group practice
reporting, go to www.cms.hhs.gov/eprescribing,
select “Medicare incentives” then E-Prescribing
Initiative Program.” 

Physician Fee Schedule. As of this writing, there
has been a temporary congressional action on the
physician fee schedule. The conversion factor has
been increased from 36.0666 to 36.0856, which will
provide a very slight increase in reimbursements until
March 1. (The conversion factor is the number by
which the Relative Value Units for each code are mul-
tiplied to produce the physician fee schedule.) With
no further Congressional intervention, there will be a
reduction in the conversion factor resulting in a
Medicare physician fee schedule reduction of 21.2
percent. The true remedy to this annual problem is a
change to the current law that requires the application
of the Sustainable Growth Rate (SGR) to Medicare
physician payment. Physicians should contact sena-
tors and representatives to encourage action. ■

Coding Checklist

More on the SGR 
According to the Congressional Budget Office:
Most of Medicare’s payment rates are simply adjusted each year
for inflation—but not those for  physicians’ services. Those rates
are governed by a  complex formula—the Sustainable Growth Rate 

(SGR) mechanism—that, unless overridden by legislation, will
reduce fees by about four percent or five percent annually for at
least the next several years.

The formula used by CMS to calculate the SGR is based on CMS’s
estimate of the change in each of four factors. 

• The estimated percentage change in fees for physicians’ services. 
• The estimated percentage change in the average number of
Medicare fee-for-service beneficiaries. 
• The estimated 10-year average annual percentage change in
real gross domestic product (GDP) per capita. 
• The estimated percentage change in expenditures due to
changes in law or regulations. 

—PD Staff
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