	Medicare Coverage for Physician Assistants 


The first Medicare coverage of physician services provided by physician assistants was authorized by the Rural Health Clinic Services Act in 1977.  In the following two decades, Congress incrementally expanded Medicare Part B payment for services provided by PAs authorizing coverage in hospitals, nursing facilities, rural Health Professional Shortage Areas and for first assisting at surgery.  In 1997, however, the Balanced Budget Act extended coverage to all practice settings at one uniform rate. 
As of January 1, 1998, Medicare pays the PAs’ employers for medical services provided by PAs in all settings at 85 percent of the physician’s fee schedule.  This includes hospitals (inpatient, outpatient, and emergency departments), nursing facilities, home, offices and clinics, and first assisting at surgery.  Assignment is mandatory and state law determines supervision and scope of practice.  In the past, Medicare gave hospitals two options for covering services by hospital-employed PAs. Services provided by PAs could be billed under Medicare Part B as a professional service, or the PA's salary could be included in the hospital's cost reports and covered under Medicare Part A. 
Because of Medicare's shift to prospective payments, the option of including the PA's salary in the hospital's cost reports is no longer an appropriate method of coverage. It appears that many Medicare carriers are not fully aware of this policy change and may still allow Part A coverage.
As of October 25, 2002, CMS issued new rules giving PAs and their physicians increased latitude in hospital and office billing for E/M services. The new requirement (Medicare Transmittal 1776) will allow PAs and physicians who work for the same employer/entity to share visits made to patients the same day with the combined work of both billed under the physician at 100 percent of the fee schedule. That is, if the PA provides the majority of the service for the patient and the physician provides any face-to-face portion of the E/M encounter, the entire service may be billed under the physician. This new rule does not extend to procedures. The practitioner who does the majority of the procedure is the one under whom the procedure should be billed. If the physician does not provide some face-to-face portion of the E/M encounter, then the service is appropriately billed at the full fee schedule amount under the PA’s PIN with reimbursement paid at the 85 percent rate.
Outpatient services provided in offices and clinics may still be billed under Medicare’s “incident-to” provisions, if Medicare’s restrictive billing guidelines are met.  This allows payment at 100 percent of the fee schedule if:  (1) the physician is physically on site when the PA provides care;  (2) the physician treats all new Medicare patients (PAs may provide the subsequent care);  and (3) established Medicare patients with new medical problems are personally treated by the physician (PAs may provide the subsequent care). 
According to the Balanced Budget Act, PAs (using the 85 percent benefit) may be either W-2, leased employees or independent contractors.  The employer would still bill Medicare for the services provided by the PA.  All PAs who treat Medicare patients must have a provider identification number (PIN). 
Effective April 1, 2002, the Centers for Medicare and Medicaid Services issued new Medicare Carriers Manual instructions that expand employment and practice ownership opportunities for PAs. The new policy removes a restriction on PA ownership by allowing a PA to have up to a 99 percent ownership interest in an approved corporate entity (e.g., a professional medical corporation) that bills the Medicare program. Previously, CMS prevented payment to corporate entities in which a PA had any ownership interest. Medicare requires that at least one percent of the corporation be owned by someone other than the PA (e.g., the PAs spouse). There is no requirement for any degree of physician ownership of the corporation. The new policy also removes a provision that prohibited Ambulatory Surgical Centers from employing PAs.AAPA 
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