
In 2008, the Office of Inspector
General (OIG) for the department
of Health and Human Services
intends to focus on Place of Service
errors for services submitted by
physicians. According to the OIG
work plan, “We will review physi-
cian coding of place of service on
claims for services performed in
ambulatory surgical centers (ASC)
and hospital outpatient depart-
ments. Federal regulations…
provide for different levels of
payments to physicians depending
on where the services are
performed. Medicare pays a physi-
cian a higher amount when a
service is performed in a non-
facility setting, such as a physi-
cian’s office, than it does when the
service is performed in a hospital
outpatient department or, with
certain exceptions, in an ASC. We
will determine whether physicians
properly coded the places of
service on claims for services
provided in ASCs and hospital
outpatient departments.”

The practice expense RVU
The place of service can greatly
affect your reimbursement,

depending on the type of service
provided and the location, because
Medicare reimburses physicians
based on Relative Value Units
(RVUs). An RVU has three compo-
nents: work, practice expense, and
malpractice. The place of service is
part of the practice expense
component, and procedures that
can be performed in either a
facility or nonfacility setting have
different practice expense RVUs,
depending on the place of service.

When you provide a service in a
facility such as a hospital, the total
RVU is lower because you do not
incur the full practice expense
associated with providing that
service. The most common facility
locations in orthopaedics are the
emergency department, an inpa-
tient setting, an operating room, or
an ASC.

When you provide services in a
facility setting, you submit a CMS
1500 claim form for those services,
and the hospital or ASC submits a
UB-92 or CMS 1500 claim form
for the “facility fee.” Medicare
reimburses you at the lower facility
RVU rate and reimburses the
facility (the hospital or ASC) for

the space, staffing, and technical
services it provided.

The most common nonfacility
location is the physician’s office
when the practice is not organiza-
tion-based. In the nonfacility
setting, the physician practice
incurs the full expense of providing
the service and is therefore reim-
bursed at a higher total RVU.
When you perform a service in a
nonfacility setting (such as your
office) and submit the same CMS
1500 claim form for the services
provided, Medicare reimburses
you based on the nonfacility RVU.

What difference does it
make?
The difference in RVUs can be
significant. For example, a level 3
outpatient consultation (Common
Procedure Terminology [CPT] code
99243) has two different RVU
values based on whether the
service is performed in a facility or
nonfacility location (Table 1).

Note the differences in the prac-
tice expense component for the
facility and nonfacility settings and
the impact on the total RVU. The
practice expense component
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FACILITY, NONFACILITY DESIGNATIONS
MAKE A DIFFERENCE

99243 2008 Transitional RVUs without work adjustor

Work Practice Expense Practice Expense Malpractice Total RVU Facility Total RVU 
(Facility) (Non-facility) Non-Facility

1.88 0.65 1.42 0.13 2.66 3.43

Note the difference between the facility and nonfacility components of the practice expense factor.

Table 1  Breakdown of RVUs for Level 3 office consultation

27447 2008 Transitional RVUs without work adjustor

Work Practice Expense Practice Expense Malpractice Total RVU Facility Total RVU 
(Facility) (Non-facility) Non-Facility

23.04 13.59 13.59 3.80 40.43 40.43

Because Medicare will only reimburse this procedure in a facility setting, there is no difference between the facility and
nonfacility practice expense factor.

Table 2  Breakdown of RVUs without work adjustor
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