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Introduction

Hello everyone! I am Dr. Dimitrios Kostopoulos and the e-book you are reading today is How to
Bypass the Medicare Reductions that are coming up and how to create prosperity in your private
practice.
So, a little bit about me... I have more than 30 years of clinical experience with 25 years of that
time in clinical electrodiagnosis. I am a Physical Therapist and hold a Doctor of Science in Clinical
Electrophysiology (DSc) and a degree in Medicine (MD). I have served for several years at the
specialization Academy of Content Experts for the writing of the electrophysiology exam and I
currently serve as an elected member of the Executive Committee of the Academy of Clinical
Electrophysiology and Wound Management (ACEWM) of the American Physical Therapy
Association (APTA).
I am the co-founder of the Hands-On Companies which is a consortium of companies that span
the areas of physical therapy, diagnostics, and education. I am also the editor of the diagnostic
section of the Journal of Bodywork and Movement Therapies, and as of just recently, the coauthor of the book "Private Practice PT: Beyond 2020".
My emails are Dimi@handsonpt.org and Dimi@ihods.com.
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How Will Medicare Reductions Affect Your Practice?

Medicare Reductions for Your Practice
May Not Be What You Think...
What are we going to look at? First, what are the implications of the Medicare reductions for
your physical therapy practice? In what ways can these Medicare reductions affect the general
reimbursement? How do you calculate the cost of the reductions for your practice? And make
sure that you pay attention to this part... the Medicare reductions for your practice (it may not
be what you think), the cost might be vastly different.
I am going to share with you, specific data. I'm going to give you a unique tool that you can use
from your phone to immediately calculate reductions and most importantly I am going to show
you, how to navigate, mitigate and perhaps even, bypass the 2021 Medicare cuts.
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So, we are going to do a little bit of math here too. I am going to discuss with you the
diversification concept and how it can be applied for a successful Physical Therapy Private
Practice. You can use a proven system to bypass not only the current, but also future
reimbursement reductions in physical therapy. You are going to be able to use a financial
calculator (your phone will suffice) to see the financial benefits using this system.
So, as I told you, I founded Hands-On Diagnostics, which provides solutions for the future of PT.
What are the facts we have? The first fact; Medicare is set to cut rates for physical therapy
treatment provided by a PTA by 15%. But now, hold on a second here... I know some of you may
be thinking right now, "Well, not a big deal. I’m going to change my point of view and my
business practices, and I will be sending all of my medical patients to be treated by the PT and
the rest of the insurances by the PTA". Not so fast....
The same law, if it gets applied and goes in effect exactly the way it has been written, contains
a provision through which you must justify why the specific service must be provided by the
physical therapist and you cannot refer the case to a physical therapy assistant. So, they are
asking you for a justification of why you must do that. Of course, It will not be that great for the
industry in general, for you to say that you will no longer hire any PTAs in your practice. If you
only have PTs, that would be detrimental for the physical therapy industry in general, if we
succumb to a false policy instead of finding ways to work with it or fight it. All right, but the 15%
is does not describe the whole picture.
In addition to that, there will be a 9% reduction in all physical therapy services, that is an
additional 9% reduction in all physical therapy rates starting 2021. All right, and I know that
some of you right now may be thinking, "Okay, you know what? It is just an 9% reduction. Let
me do the math. How much is it going to affect me? And at the end of the day, maybe only 10%
of my patients are Medicare patients, or 20% of my patients are Medicare patients. It's going to
have a small effect in my practice.” Well, do not draw that conclusion just yet.
Let me give you the facts and then you decide whether you will have a smaller reduction, or if it
will affect your practice in a greater way. I want to take you back to before 2017, so we can see
the Medicare concept and where we are heading as an industry treating Medicare patients into
the future. As you remember before January 2017, we used to have only one physical therapy
initial evaluation code and one re-evaluation code. After January 1st of 2017 there were three.
There are three initial evaluation codes for Medicare now. We have a low complexity code
97161, a moderate complexity 97162 and 97163 as a high complexity code.
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Your Practice Has Been Profiled by Medicare...
You know, you're pretty much getting paid the same amount of money whether you do low,
moderate or high complexity cases, but why did this happen and what has occurred from
January 1st of 2017 until right now that you are reading this eBook? What has happened, is that
your physical therapy practice has been profiled. You have been profiled by the centers for
Medicare services & the Medicare intermediaries in your region for your billing patterns. So, at
this point, Medicare knows that in your practice you see approximately 10% of patients with
high complexity, 40% of patients with a moderate complexity and 50% of patients with low
complexity. So right now, Medicare is paying you the same for any type of complexity with
patient cases. However, is this going to remain the same? Or is something different going to
take place in the near future?

My Prediction for the Future of PT & Medicare...
I want to remind you that these are actual reductions in the fees paid for your services. The 9%
and the 15% take place because the federal government is trying to save money. They are trying
to save money and they are hitting the industries that will save them perhaps more money or
they feel that they can get away with it. Well, here is my prediction. I have done three
predictions so far in the past five years and all three have come true... unfortunately. Here is my
prediction... in the not very distant future (2-3 years), we are going to see bundling for physical
therapy services by Medicare with three flat fee levels. A mild complexity, medium complexity,
and severe complexity level, reimbursing somewhere around S60, $70 and S80 per session,
respectively. Regardless if you keep the patient for half an hour, an hour, or two hours in your
physical therapy practice, you will be paid the same amount.
So, if we were at the point where your practice patterns have been profiled… imagine now when
in the future we could possibly go into a flat rate situation because your high complexity cases
will reimburse more than the low complexity cases. For example, if all of a sudden that practice
decides to shift from 10% of high complexity cases to 80% of high complexity cases or 50% high
complexity cases even, red flags will be raised and you are setting yourself up for a mega-audit.
Therefore, right now you are paid a fee for initial evaluation which is the same regardless of the
complexity of the case. Because this way there is a proper profiling, a proper establishment of
practice patterns and patterns of type of patients coming to your practice. This is what I believe
is coming down the pipeline. You can consider this as part of your strategic planning for your
practice. But now, how can Medicare reductions affect, and will they affect general
reimbursement?
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How Can Medicare Reductions Affect Your Practice?
Let us say you are from Idaho and you have a friend here in New York. If you called your physical
therapy friend in New York from Idaho and you said, "Hey, how much is Blue Cross paying you?”
And let us say, in Idaho you get paid $90 from Blue Cross and in New York they pay Blue Cross
pays $60. Why the discrepancy? Why do different insurance carriers pay different amounts for
the same service in different parts of the country? Why do they value the same procedure more
in Idaho that in New York? Why are their rates so different in different regions?
Well, this is how most insurance companies decide on what rates they would pay in a specific
area. Their reimbursement rates, what they consider as “customary and reasonable” is based
on the regional worker's compensation fee schedule and Medicare fee schedule in your area.
So, if workers' compensation and Medicare fee schedules are low, then your average rate of
reimbursement from insurances in that area is low (and vice versa). For example, take what you
are paid on average by Medicare and what you are paid on average by worker's compensation
in your region. Then see how much you are paid from Blue Cross, from Cigna, from Aetna, from
United, from the various big carriers. You are going to see that your rate is approximately in
between the worker's comp and Medicare insurance rates. So, a reduction in Medicare rates
will produce a further reduction in other insurance carriers in your area and that is not good.
That is why, when calculating the cost of these reductions, it may not be what you think. You
should not only calculate the reduction that will go into effect based on your Medicare
patients, but you must calculate how these reductions will affect other insurance carriers in
your region. At the same time, current
data indicates that reimbursement rates
for physical therapy will keep decreasing
until about the year 2022. And as you
know, more and more physical therapy
private practice owners end up getting
profit margins of 10% or less.
According to data from the Peer2Peer
group of the private practice section of
the
American
Physical
Therapy
Association, average profit margins
across the country range somewhere between 8% to 12%.
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In your practice you calculate your revenue, your expenses, and your profit. You see that at
some point your revenue is lower than your expenses up to the point P (Figure 1), where you break
even. So as your revenue increases & your variable costs may increase (up to a certain point &
hopefully less than what you bring in) … you have a profit margin that in this case is 10%. I am
using that 10% because generally when we say “profit margins” across the country, we mean
margins between 10-12%. So, I am going to use this as an example. Your profit margin might be
different. You have to include in your expenses your own salary, whether as a PT or a Manager,
as long as you are producing something that if you did not produce, you must have somebody
else produce it. In that scenario you must take that into account as part of your costs.
Let's say we have 10% margin now, and services are provided by a PT and perhaps a PTA in a
"normal/regular physical therapy practice"... What I consider to be a normal or regular physical
therapy practice in regards to insurance mix is where I take 25% Medicare, 25% HMO, 25%
worker's compensation / No-Fault and Union Insurances and another 25% anything else out of
network, POS or any type of high or a little bit higher reimbursement services. If I take this
"normal practice", I am estimating that the Medicare reduction will create a 5-7% blended
reduction across the board in your entire practice (Figure 2). So, if this is true, then you are looking
at decreasing your profit margin by about 5-7%, leaving you a profit margin of 3 to 5%. Wow!
That's a change of 9% of Medicare and 15% if the services provided by a PTA can snow-ball to
the point that it can create your actual
profit margin to go to a very
dangerous level of 3-5%. It creates a
question of viability for your practice.
Physical therapy practices to be
healthy & viable, must have profit
margins between 25-35%. If your
practice has that healthy margin, then
reductions in Medicare or any other
insurance in this capacity would not
affect you as much.
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Part Two: The Diversification Concept / How to Use
Our Financial Calculator
The Diversification Concept...
All right, let's see, what can we do to bypass and/or mitigate the Medicare reduction problem.
Let's talk about "The Diversification Concept" and its application to PT Private Practice. The
process of a business enlarging or varying its range of products or field of operation is defined
as Diversification.
You know the concept... When you have a 401k, IRA retirement account, investments, etc. you
know that your financial advisor have told you, "Don't put all your eggs in one basket". You are
not going to take everything you own and just put it on an Amazon stock. Of course, the upside
would have been phenomenal if you had done that 5-7 years ago, but what happens if the stock
crash? That is why advisors always recommend diversification. Split your investments in many
different baskets.
Let us see how this principle would apply to physical therapy. There are PT practices who have
been applying this concept…the concept of diversification. Why is it important? Here is what
happens when you diversify...you mitigate your risk.
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You can see below (Figure 3) that if you diversify in other types of services as part of your overall
healthcare operation, you will have a significant risk reduction by expanding in services and
market reach. Of course, there is another portion of risk that will not be reduced because that
is Systemic Risk (or Irreducible Risk) ...
Which in this case; would be the risk
of just being in the healthcare arena.
Well, if you want to diversify out of the
entire healthcare industry risk, then
what do you do? You buy your
building, the real estate, you do other
investments... you mitigate that risk,
right?
So, that is the idea of diversification.
On the one hand, you can diversify
within the healthcare industry by expanding services and market reach and that will reduce your
risk by a significant percentage. Here are how many practices have tried to diversify. They bring
in the practice “Cash Based Services". They have brought in the practice "Laser" which has been
a recent fad or private exercise gym services, concierge services, nutritional products, vitamins,
and other types of wellness products many of them in a “white label” capacity.
You must consider a couple of things here... Let us say that you have a physical therapy practice
with 1 practitioner that brings in earnings of $200,000 a year. If that practice is selling vitamins
or doing a gym program in the office, where they make a profit of $3 or $5 per vitamin bottle or
$10 for every gym service that the patient receives in the office, I could say that at the end of
the year it may be slightly meaningful to make a couple of thousand dollars as profit. However,
for the practice that has many physical therapy providers yielding a million dollars or more a
year, the vitamins and these wellness programs might not really offer a significant diversification
or risk mitigation and definitely they do not become a real game changer in the revenue of the
practice. The second biggest problem with all these services is that you must be a good
salesperson. All these are cash-based services. Insurances do not pay for laser, gym, nutritional
products, wellness, or vitamins. They do not pay for that stuff. So, you must be a particularly
good salesperson. Because, as a private practice owner, you do not want to be the one selling
these things all the time, you must train your staff to become top salespersons. Not many
physical therapists like that idea; they are better clinicians than salespeople and therefore they
did not decide to open their own practice but prefer to work for you. That is one of the biggest
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barriers for this type of endeavor that I have discussed with many private practice owners
around the country.
So, what is the problem here with the physical therapy industry? The problem is that besides
the reductions, the 9% or 15% or any type of reduction, that there is a limited universe of CPT
codes that you use in physical therapy. Take for instance one of my companies, Hands-On
Seminars. We teach manual therapy courses and provide certification programs in manual
therapy for healthcare providers. You are more than welcome to come and take our MCMT®
(Mastery Certification in Manual Therapy) program. But whether you get certified from Hands0n Seminars on the MCMT®, or you get certified in Maitland, or McKenzie or Cyriax or any other
method of manual therapy, at the end of the day, the code you are going to bill is 97140.
You cannot bill any other code for performing manual therapy because no other code exists. No
matter what type of exercise you do on a patient, you are going to bill 97110 or some functional
activity billing 97530 or proprioceptive therapy 97112. That is it! There are no other codes. So,
there is a limited universe of physical therapy codes to bill for the things you do, no matter if
those things are different. This is a big problem, but we have a solution to this problem... The
HODS revolutionary approach!

The HODS Revolutionary Approach...
We are creating an expansive future that not only safeguards, but also advances Physical
Therapy Private Practice. All right, here is the current model of physical therapy (Figure 4 below).

You do a PT evaluation, you
create a treatment plan
based on your physical
examination, and then you
apply that plan which
includes
a
treatment
intervention. Then you do a
re-evaluation, you continue physical therapy and at some point, you end the patient care. Okay,
let’s see if that specific model of physical therapy and the creation of a treatment plan based on
an initial evaluation and physical examination is effective enough for both the patient and the
practice.
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When you do an initial evaluation, you perform a variety of special and other tests that help you
decide what is the problem with this patient and determine the patient management. But what
is the sensitivity of these tests? The table below (Figure 5) demonstrates the sensitivity of several
frequently used Physical Examination tests and let's focus for example on Cervical
Radiculopathy.
Pretty much any patient
who comes in with a
radicular type of pain in
the cervical spine, you
perform a Spurling's test.
Now look at the sensitivity
of Spurling's test... 30%.
What does this mean?
Let us say you have 100
people in a room who all have cervical radiculopathy, but you do not know it, and you perform
a Spurling's test to screen them. Only 30 out of a 100 will produce a positive Spurling's test.
Wow! What are we missing there? We can use carpal tunnel syndrome as an example. The
Tinnel’s and Phalen's tests are the two most commonly used tests for carpal tunnel syndrome
and they have sensitivity of 23 to 51%. That degree of sensitivity does not seem that great for
screening tests. It is a challenge that may be compromising some of our outcomes. Just imagine
that you were doing a COVID-19 screening test with a sensitivity of 21% or 30%. How certain
would you feel about having COVID-19 or not if the test were negative? Not that certain, I
assume. Now let me show you
the diagnostics approach that
Hands-On
Diagnostics
is
introducing. We are introducing
a new paradigm in physical
therapy...a paradigm that
includes the performance of a
variety of Diagnostic Testing in a
subset of your patients. (Figure 6)
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Part of the patient experience you provide will include diagnostic testing on appropriate
patients. You perform a PT evaluation, then you perform objective diagnostic testing (EMG,
Nerve Conduction Studies, MSK Ultrasound) as needed, and you create a treatment plan.
Remember that these treatment plans now are not only based on the physical examination data
of your initial eval, but on objective diagnostic testing data. Look at the sensitivities and
specificities of some of the diagnostic tests for Electromyography and Musculoskeletal
Ultrasound. (Figure 7)

For Carpal Tunnel... The Tinnel's and Phalen's tests give you a sensitivity of 23-51%. Look at what
happens with the sensitivity of EMG testing… 86%. Also, notice the specificity for EMG and Nerve
Conduction testing for Carpal Tunnel Syndrome. It goes upward to 98%. Sensitivity of MSK
ultrasound is almost 78% for Carpal Tunnel Syndrome and the list goes on. The sensitivity of
EMG for cervical radiculopathy is 71% and look at rotator cuff problems. Neer’s and HawkinsKennedy tests have a good sensitivity of 79% for rotator cuff tear but look at the sensitivity of
musculoskeletal ultrasound... 92%! That makes a significant difference.
When you combine these things, you can really identify the patient’s real problem, the root of
the patient's problem, and provide more effective solutions for them.
We recently completed a multi-center research study. with over 465 patients in various
practices and states. We had a group that was treated without receiving diagnostic testing, and
another group that received EMG and ultrasound. We found that just about 62% of the patients
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who received an EMG or MSK ultrasound tests had a change in their patient management
because of the data obtained by these tests. We had to change their treatment plan and the
overall patient management, because of the results we obtained from the EMG and ultrasound
tests. At the same time, 90% of the patients agreed that they were better able to understand
their problem and they were able to manage it better because of the answers they got through
diagnostic testing performed in the physical therapy clinic.

Rawat, M., Kostopoulos, D., Rizopoulos, K., Dodson, W., Blair, K., Henderson, J. & Upreti, C. (2020). IMPACT OF ELECTRODIAGNOSTIC
(EMG/NCS) TESTS ON CLINICAL DECISION-MAKING AND PATIENT PERCEIVED BENEFIT IN THE OUTPATIENT PHYSICAL THERAPY
PRACTICE. Journal of Bodywork and Movement Therapies.

This study confirmed another study that was published at an earlier time in the Muscle and
Nerve Journal. The article titled, "The Usefulness of Electro Diagnostic Studies in the Diagnosis
and Management of Neuromuscular Disorders". Again, that study found that electrodiagnostic
studies were critical in the patient management for 60% of the patients.
So, what type of tests are we talking about here? We're talking about Electromyography, Nerve
Conduction Studies (EMG/NCS) that examine the integrity of the neuromuscular system from
the spinal cord all the way to the fingertips or toes. We are also talking about Musculoskeletal
Ultrasound (MSKUS) and Neuro Ultrasound (Neuro-MSK) that take images of joints, muscles,
ligaments, and nerves and look inside the body without the use of radiation. We are talking
about Evoked Potential Studies (EPs) that examine the integrity of the nervous system from the
spinal cord to the brain cortex and VNG testing (videonystamography) for patients with
Vestibular dysfunction.
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Use Our Financial Calculator to See the Benefit of Our System...
All right now let me show you a little bit about reimbursement. We can start doing the math
that we were talking about and I can show you how to mitigate your Medicare reimbursement
reductions because of the Medicare cuts. So based on the PPS APTA, the national average of
reimbursement for one hour of physical therapy, one session of physical therapy is $97
nationwide. Some of you may be above or below this number. The national average for one
hour of an electromyography and neuro MSK session is $700 nationwide. You are talking about
a nationwide difference that is seven times more for the same time spent with a patient. So, let
me show you this.
According to data from PT business alliance, physical therapy reimbursements are projected to
further decrease until the year 2022. Because of that more and more Physical Therapy Private
Practice owners settle for profit margins of 10% or less and they work over 60 hours a week
while bringing home less and less money. With physical therapy reimbursements virtually at an
all-time low, a solution is needed now, more than ever. Luckily, Hands-0n Diagnostics has
created that solution. Incorporating diagnostic testing into your physical therapy practice, you
will improve your patient outcomes and increase your reimbursements by billing new CPT
codes. Based then on this information, you can calculate for your own practice, your own
patients, how much additional revenue you can generate if you incorporate diagnostic testing
in your practice. I am going to use an example and then you can do your own example. You can
use any calculator you can find. Your Phone’s calculator will be perfect.
On the left side (Figure 8), I have the total
number of new patients. Let's say you
have 100 new patients per month. 25
new patients a week. Some of you may
have more, some of you may have less. I
am taking that as a round number. In
many practices, when it comes to
looking at shoulders, elbows, knees,
hips, ankles, and wrists under
ultrasound... Many times, there is 90% of
your patients that will need that test.
However, let’s be very conservative and
say 50% of the patients will have a musculoskeletal ultrasound or a neuro ultrasound and 30%
of the patients will get an EMG test.
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When looking between the two tests, between EMG and a neuro ultrasound, you are going to
end up getting $25,000 additional revenue in your practice per month. That will translate to
$300,000 annually. So, let's do the math…You can use the www.MedicareCutsCalculator.com
to make your own calculations for your own practice.
If for example, a practice does 100 new patients a month, and let's say that each patient receives
10 physical therapy visits (10-12 visits is the national average). So that would produce 1,000
visits per month. If I multiply that by $97 which is the national average per PT visit that's $97,000
per month. If I multiply that by 12 months you get $1,164,000 annual revenue from physical
therapy by doing therapy with 100 new patients. Also, imagine the time spent per patient and
all the other expenses associated with providing the PT services… this leaves you a profit margin
of about 10%. So out of the $1,164,000 you are going to get as a profit margin for physical
therapy $116,000. This is what the Math says.
For much, much less effort you are going to generate $300,000 annual revenue by doing the
diagnostics to a portion of your patients and the diagnostics will have an actual profit margin
greater than 50%. How you can use this
tool to mitigate the Medicare reduction? If
you have a national average of one hour of
PT at $97, an 9% reduction is equivalent to
$8.73. (Figure 9) One patient who receives
an EMG and a neuro MSK will produce for
you $700 on the average. If I divide the
$700 that patient produces with
diagnostics by $8.73 which is the eighth
percent reduction. That gives you 80 visits. In other words, one diagnostic session by one patient
will help you mitigate 80 Medicare visits, because of the tremendous difference in
reimbursement. If in one month you have 500 Medicare patient visits, all you need to do is six
diagnostic sessions in your practice to mitigate the entire reduction for Medicare that you
realized in that month. Any patients after those initial six that you do diagnostics on, is additional
money in your pocket. You have a vehicle... Diagnostic Testing, and you do not need to sell it to
anyone because insurance companies reimburse for it directly. They pay you as a physical
therapist for these tests and you are tapping into a totally new universe of codes that you can
bill and get paid for. At the same time, you have a tremendous clinical benefit for your patients
because you can find for accurately the root of the problem. You can use the
www.MedicareCutsCalculator.com to make your own calculations for your own practice.
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Conclusion
HODS now has 195 facilities across 26 States around the country, and our number of tests and
revenue as an organization are expanding. Our franchisees are bringing in millions of dollars in
their practices. We are the only organization that has a residency in Clinical Electrophysiology
and a Fellowship in musculoskeletal ultrasound. Our board certification success is 90% - 100%.
Many of our members serve in leadership positions in the APTAs Academy for Clinical
Electrophysiology and Wound Management (ACEWM). I happened to be the secretary of
ACEWM. We are trying to increase awareness around the country among our professionals
because we found by survey that 97% of physical therapists around the country have no idea
that PTs can do the diagnostic testing and get paid for it. Recently, we published a book, "Private
Practice PT Beyond 2020". I would love to get you a free copy of this book.
Visit PTBeyond2020.com (or Amazon) to get your FREE copy. Prefer to listen?
Visit PTBeyond2020.com/listen-free for the audio version.
We also created a website, www.FindBestPT.com, where patients can go and identify a HODS
approved diagnostic center anywhere in the US Thu, allowing them to seek help by one of the
physical therapists around the country who treat patients with diagnostics .
The future of physical therapy is diagnostics and essentially there are two choices here: Remain
stagnant or doing what you have been doing for years without change and you will be really
vulnerable to major changes in the industry and your own viability of survival will be significantly
challenged. But there is another road.
There is a path of expansion. There is a path of really conquering the physical therapy industry
in your area, surpassing your competition, and really becoming the leader of physical therapy
practice in your area and in your state. As a matter of fact here are some real numbers from real
practices and real therapists across the country and how they have increased their
reimbursements and revenue with incorporating the HODS model to PT.
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HODS has been expanding fast and sooner or later we will be in your area. We would love for
you to be the person who joins us and helps to bring diagnostics in your area by becoming the
EXCLUSIVE HODS PARTNER in your region. On our website (www.HandsOnDiagnostics.com),
you can also find testimonials and interviews by other physical therapists that are extremely
helpful. We believe so strongly that the future of PT is in diagnostics. I want to thank you all so
much for reading this eBook. Remember we are here to help you with any questions that you
may have. I hope very soon you will join the journey and the movement of diagnostics in physical
therapy. Thank you and take care.
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