
Why ’07
r e i m b u r s e-
ment rates
are down
six percent

Pamela Johnson
Janemarie Mulvey 

Pathologists can expect a six per-
c e n t reduction in their re i m-

bursement rates this year as a re s u l t
of changes in the 2007 Medi-
c a re physician fee schedule
regulations issued in Novem-
ber by the Centers for Medi-
c a re and Medicaid Services.
The cuts would have totaled
11 percent on average had it
not been for lobbying last year
by the College and the medical
community that helped pass
the federal Tax Relief and

Health Care Act of 2006 in the final
hours of the 109th Congress. 

That law, H.R. 6111, stops the
five percent cut for Medicare pay-

ments the CMS proposed in the fi-
nal regulations. The five perc e n t
cut, based on the flawed sustain-
able growth rate formula that Con-

g ress and the CMS use as a
budgetary tool to penalize
physicians when total expen-
d i t u res exceed a certain tar-
get, was seen as necessary in
2007 to meet expenditure tar-
gets. 

Though the legislation
stops the cut, it is only a short-
term fix. If the SGR formula is
not reformed, physicians can

expect an additional 10 percent in
cuts in 2008. The CAP will continue
to work this year with the medical
community to advocate for an over-
haul of the SGR formula. 

The six percent reduction re f l e c t s
a combination of changes to the
work relative values for pathology
and other specialties as part of the
t h i rd five-year re v i e w, the calcula-
tion of physician practice expenses,
and a freeze in the sustainable
g rowth rate adjustment.

5 - year rev i ew 
of physician work va l u e s

Pathology codes. The Omnibus
Budget Reconciliation Act of 1990
re q u i res the CMS to review all re l-
ative values at least every five years
and make needed adjustments. The
CMS initiated the third five-year
refinement of work RVUs in No-
vember 2004 by requesting re c o m-
mendations from the public on
codes that are under- or overval-
ued. In response, the CAP re q u e s t-
ed that the following pathology
services be included in this re f i n e-
ment eff o r t :
■✗ 88309: Surgical pathology,

g ross and microscopic exami-
nation, level VI.

■✗ 88321: Consultation and re p o r t
on re f e r red slides pre p a re d
e l s e w h e re .

■✗ 88323: Consultation and re p o r t
on re f e r red material re q u i r i n g
p reparation of slides.

■✗ 88325: Consultation, compre-
hensive, with review of re c o rd s
and specimens, with report on
re f e r red material.
The CAP then collected and pre-

sented evidence to the A M A / S p e-
cialty Society RVS Update Com-
mittee that these four codes were
undervalued and should be in-
c reased because there had been
changes in cancer protocols and the
content of work. The committee
recommended an increase in the
work RVUs for these four codes
based on CAP-presented informa-
tion and submitted its re c o m m e n-
dation to the CMS. Subsequently,
the CMS announced that it agre e d
with the data brought forward by
the College and the committee’s
recommendation to increase the
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Effect of five-year review and budget 
neutrality adjustments on select codes 

CPT
code

2006
work 
RVU

2007
work
RVU

CAP pro-
posed

increase to
work RVU 

Net increase
after budget

neutrality
adjustment

88309 2.28 2.80 23% 10%
88321 1.30 1.63 25% 13%
88323 1.35 1.83 36% 22%
88325 2.22 2.50 13% 1.3%


