
 
 

Dear Section President and Fees Representative: 
 
The PCC was established through the AMA Agreement, in order to deal with all elements of physician 
compensation, plans and programs. The PCC offers a joint approach towards physician compensation, 
connecting matters of physician compensation with overall system objectives which include:  

• Better health for Albertans, by working to create the social and economic conditions for 
good health, to prevent people from becoming ill and stay as healthy as they can be; 

• Better experiences for Albertans, by making sure the care that they receive is available 
to them in a way that is respectful and responsive to their needs and expectations; 

• Better quality of care, by making sure health interventions are evidence-based, cost 
effective and safe to ensure Albertans experience the best care outcomes possible; 

• Better value for investment, so that the health system has the resources needed to 
meet Albertans’ present and future health needs; and 

• Effective stewardship of the health system by setting strategic directions, monitoring 
performance, establishing standards, providing funding, and supporting research. 

Most importantly, this approach represents a strategic partnership between physicians and government 
on how to reach our common interests in providing Albertans with a world-class health system. 

A number of new opportunities to review, improve and align physician compensation exist within 
Alberta today.  Arising from our AMA Agreement and the Provincial Strategic Requirements, identified 
priorities include: 

• New Compensation Models: PCC will determine appropriate rates to be paid to 
physicians in new compensation models. 

• Relative Value Guide: PCC will develop a Relative Value Guide that results in fee 
relativity between sections. 

• Individual Fee Review: PCC will develop a fee review process to identify and address 
necessary changes in existing codes that are found to be over or under-valued. 

• Overhead: PCC will enhance the business cost model by reviewing physician 
expenditures in both hospital and community settings. 

• AARPs: PCC will redevelop AARP clinical draw rates. 

We have received many questions relating to the individual fee review and have attached, as an 
appendix a set of FAQs that we hope will provide clarity to the most common questions asked. 
The reason for this letter is to seek feedback from section presidents, based upon a set of questions 
provided below. 
 
Thank you very much for your input and effort. We look forward to your response. 
 
Sincerely, 
Christopher Sheard 
PCC Chair 
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QUESTIONS FOR SECTION PRESIDENTS: 

 
The PCC is seeking expert opinion to assist in the development of metrics that can be used to 
perform a fee assessment. Despite some tight timelines, this process cannot be complete without 
input from sections as well as consultants. 

A greater involvement with AMA Sections will build our knowledge before final decision-making. To 
this end, we have put together a number of questions and we hope to hear from you. Please do 
your best to respond to the set of questions below by September 18th: 

 

• Please let us know your thoughts on inter-sectional relativity. How would you 
recommend this be dealt with, if at all? 

 

• The PCC has discussed time, complexity, intensity, overhead, and training to be 
important factors to consider when assessing the value of a fee but this work has 
not concluded. How would you recommend the PCC assess the value of a code? 

 

• We would be interested in your thoughts on how PCC should identify low valued 
codes. What methodology would you recommend?  

 

• Assuming some codes are considered over-valued, would you consider it acceptable 
to distribute the money using the same methodology as (yet to be) determined 
through the April 1, 2015 allocation? Note that previous allocations have followed a 
methodology that distributes available funding towards: new fees; overhead; and 
FTEs (referred to as sectional allocation equivalents). 

 

• Please let us know up to 5 codes from your section that you would consider under-
valued. 

 

• Please let us know up to 5 codes from other sections that you would consider under-
valued. 
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APPENDIX A – Frequently Asked Questions, Individual Fee Review 
 
The Physician Compensation Committee has prepared a number of frequently asked questions 
regarding the Individual Fee Review: 
 
1. How does the Fee Review fit within PCC’s overall compensation strategy? 

The Individual Fee Review represents a small piece of a larger overall objective to ensure that 
physician compensation is priced appropriately.  The parties (AMA and Alberta Health) have a 
common interest in improving equity, enhancing our ability to recruit and retain physicians, and in 
aligning incentives to meet health system goals. The fee review will also help entice sections to 
move toward full intra-sectional relativity, an important step toward inter-sectional relativity. 

 
2. What criteria will be used to evaluate fee codes? 

The PCC has agreed to use the following five criteria when evaluating fee codes for review (see 
appendix B for more detail on the criteria): 
• Documentation in peer-reviewed literature or other reliable data that there have been 

changes in physician work codes that have undergone substantial changes (up or down) in 
practice expenses 

• Evidence that technology has changed physician work 
• Data analysis on time and effort (intensity or complexity) measures 
• Codes that have led to utilization extremes within a section 

 
3. How were the 22 Codes selected for this year’s review? 

A Working Group was established by the PCC with a mandate to identify codes that met one or 
more of the criteria identified by the PCC.  The group (chaired by the PCC chair) constructed a set of 
three filters focused on the fifth criterion (utilization extremes).  The following filters identify codes 
that have a high likelihood of creating high billing outliers within a section: 

• Filter Screen #1: Codes Associated with a Section’s “High Claim Outlier Days” - This screen 
identifies billing codes that had a significantly different share of total claims on “high 
claims outlier days”.  Definitions and assumptions used for this analysis are as follows:  
− Claims data were first adjusted for provider role 
− After-hours time premiums (03.01AA) and time surcharges were removed from the claims 

data to focus on the services rather than time when the services were performed.  
− A high-claim outlier day was defined as a day where a physician had claims greater than 

either three times (or $10,000 over) the average daily claims for the section. Overall, 2.1% of 
days were identified as high billing outliers.  

− High claim outlier days were analyzed to identify fee codes whose share of total FFS 
expenditures varied by more than 2 percent between high claim days and all days. 

− All days with less than $1,000 in claims (net of time premiums/surcharges) were excluded as 
these are not considered to be full-time days.  
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• Filter Screen #2: Top billing codes claimed by the Highest Billing Physicians in Each Section - 
This screen identified two codes within each Section that represented the highest FFS earnings 
for high billing physicians. Although not conclusive, physicians with high claims may be billing 
relatively overvalued HSCs. Assumptions used for this analysis are were follows:  
− Claims data were first adjusted for provider role 
− A high billing physician was defined as a physician who billed more than twice the average 

annual claims for pure FFS physicians in his/her Section 
− In order to capture an appropriate annual billing amount for a full-time physician, all 

physicians with annual claims ≤ $150,000 were excluded in the calculation of the average 
annual claim. 

− HSC for physicians with ≤ $700,000 in annual claims were not included even if these 
physicians claim more than twice their Section average.  

 
• Filter Screen #3: Top Five Billing Codes on a Section’s “High Claim Outlier Days” - This screen 

identifies the five billing codes with the highest FFS expenditures on a section’s “High-Claim 
Days”. Assumptions used for this analysis were as follows:  
− Claims data were first adjusted for provider role 
− After-hours time premiums (03.01AA) and time surcharges were removed from the claims 

data to focus on the services rather than time when the services were performed.  
− For this screen, a “high claim outlier day” was defined as a day where a physician’s FFS 

claims are at least double the Section’s daily average 
− All days with less than $500 in FFS claims were excluded from the analysis as these were 

considered non-typical.  
− All visit codes and codes with less than $100,000 in annual FFS billings were excluded.  

 
4. What are the next steps in the review? 

The application of the filter screens and identification of 22 codes was only the first step in the 
individual fee review process.  The PCC has set up a series of interviews with affected sections to 
discuss how the fees are valued relative to other codes within their sections, which may include 
consideration of overhead, time, intensity, complexity and market factors.   Next steps include the 
following 

• Expert Opinion and Knowledge Building – The PCC will use expert consulting resources to assist 
in the development of metrics that can be used to perform fee assessments.  

• PCC Process – The PCC expects to complete its interviews with relevant Sections by November 
14.  A preliminary decision on fees will be made and the section will be invited to provide any 
feedback. A final decision will be made only after all information is considered. 

• Communication - The PCC will continue to seek new ways to ensure all parties are kept 
informed on this process.  

• Hearing from all Sections –The PCC will take measures to ensure all sections have the 
opportunity to provide input into the process. 
 

4 | P a g e  
 



 
 

PCC Individual Fee Review 
 
5. What happens to the savings from fee reductions?  

It has not yet been determined whether any fees will be reduced as a result of the individual fee 
review. It is worth noting however, that assuming one or more fees are reduced, one of the 
objectives of the fee review is to reduce high fees and redistribute savings either to under-valued 
codes or to other uses within the physician budget.   The Agreement requires that any adjustments 
in prices, rates, fees and subsidies arising from a reallocation are to be expenditure-neutral.  

The PCC is currently seeking sections’ opinions regarding an appropriate method of redistribution. 

 
6. How is income relativity distinguished from the individual fee review? 

The end result of the individual fee review will not be income relativity; however, a 
redistribution (assuming there are high codes that will be adjusted downward) is likely to be 
on an inter-sectional basis, thus resulting in some income redistribution between Sections. 

 
7. What are the limitations of this methodology?  

Known limitations were listed in our latest communique. However, some limitations merit additional 
explanation:  
• 2012-13 data were used to identify codes.  

• Allocation 2014 was the first time that sections could freely adjust fees to functional relativity. 
Previous allocations imposed a 0% price increase floor and a 10% price increase ceiling.  

• Many Sections adjusted fees to relative values in 2014 and fees for some of the identified HSC 
were reduced significantly.  

• The PCC will need to consider fee changes that occurred in Allocation 2014 as it moves forward 
in the fee review process. 

• Codes may be identified that are appropriately priced. 

• For a variety of reasons, visit codes and alternate payment plans were excluded from the 
analysis performed and are recommended for future review. 

 
8. When will this year’s review be concluded? 

Timeframes are short, which may make it difficult to implement this year’s individual fee review by 
April 2015.  The PCC is balancing timeliness of implementation with the need to “get this right” from 
the perspective of fee valuation and section/physician engagement.  
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APPENDIX B – Criteria for Individual Fee Review 

In order to assess which codes are going to be reviewed, the PCC has adopted the following five criteria: 
 
1. Documentation in the peer-reviewed literature or other reliable data that there have been 

changes in physician work 
• May include codes with the fastest growth (or decline) in terms of utilization (e.g., 

greater than 10% per year over 3 years). 
• May included codes where the patient demographic has changed (e.g., to be more – or less 

– complex). 
• May include codes identified for changes to physician work through consultation with 

sections or through the consultation groups: the Provincial EMR Strategy Consultation 
Agreement; the Primary Medical Care / Primary Care Networks Consultation Agreement; 
and the System Wide Efficiencies and Savings Consultation Agreement. 

 

2. Codes that have undergone substantial changes (up or down) in practice expenses 
• May include for example codes that contain bundled payments (including overhead) 

where the typical model of practice (>50%) is in a facility. 
• May include codes that are intended for procedures where technology requirements 

have changed. 
• May include examples where a procedure has been moved out of AHS facilities into 

community. 
 

3. Evidence technology has changed physician work 
• May include codes where technology has changed and as a result, the time to perform the 

service has changed. 
• May include codes that have been recently established for new technologies or services. 
• Important to consider relative impact on the code where time is reduced but overhead is 

increased. 
 

4. Data analysis on time and effort (intensity or complexity) measures 
• May include all codes with historic time allotments (>8 hours). 
• May include codes that have seen recent changes in time, intensity or complexity. 

 

5. Utilization Extremes 
• May include situations where individual codes have multiple layers of billing potential. 
• May include situations where individual codes are seldom, if ever used or could easily be 

provided within an equivalent existing code. 
• May include codes (e.g., orphan codes) that are often used. 
• May include codes that may be used for the same or similar service but are valued 

differently across multiple sections, e.g., hospital visits 
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