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On February 23, 2018, Anthem Insurance Companies, 
Inc, announced the reversal of its proposed pol-
icy to reduce reimbursement for evaluation and 

management (E/M)  services billed using modifier -25.1  
This win for physicians was the result of a broad-based, 
multipronged advocacy campaign, and the American 
Academy of Dermatology Association (AADA) was critical 
to this victory.

Dermatology Took the Lead in Opposing Policy 
That Would Reduce Reimbursement
Dermatology was the first to trumpet the dangers of 
modifier -25 reduction policies and explain why other 
specialty societies should care. The AADA took the lead in 
assembling a coalition of physician groups to oppose the 
proposed policy by sharing language for opposition letters 
and meeting talking points with many societies outside 
of dermatology as well as producing the first draft for the 
American Medical Association (AMA) House of Delegates’ 
resolution that spurred action against Anthem’s proposed 
policy.2 Members of the AADA attended numerous con-
ference calls and in-person meetings with health insur-
ance officials to urge them to reverse the policy and 
helped coordinate opposition from state and national 
specialty societies. The influence and advocacy of the 
AMA was critical in reversing the proposed policy, but 

dermatology started the opposition and organized the 
players to bring the fight against Anthem.

AADA Continues to Fight
Despite the victory against Anthem, challenges to fair 
reimbursement of modifier -25 claims are ongoing.  
Two insurers recently announced implementation of 
new modifier -25 reduction policies.3,4 Moreover, 4 other 
insurers  have existing modifier -25 reduction policies 
in place.5-8 The AADA has engaged, and will continue 
engaging, each of these insurers with the message that 
the ability to perform procedures and distinct E/M ser-
vices on the same day is integral to efficient, patient-
centered care of dermatologic diseases. The AADA argues 
that insurers’ rationale (overlapping indirect practice 
expenses) for payment reduction is improper and that 
appropriately documented modifier -25 claims should be 
reimbursed at 100% of allowable charges.

In addition to the existing insurer policies affecting 
modifier -25, Anthem has announced that it plans to 
conduct audits of modifier -25 claims with recoupments 
of inappropriate charges.1 Some Medicare Administrative 
Contractors also have cited modifier -25 as an area of 
concern and issued guidelines for reporting modifier -25, 
which frequently precede audits.9 The AADA is concerned 
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PRACTICE POINTS
•	  Insurers are increasingly targeting modifier -25  

for audits and payment reductions.
•	  Physicians should understand modifier -25  

documentation requirements and self-audit to  
ensure compliance. 
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that if Anthem follows through with its aggressive audits to 
recoup money, which can result in substantial take-backs, 
and finds a high error rate in modifier -25 claims, it also may 
consider revisiting its reduction policy. Moreover, it is likely 
that other insurers will use failed modifier -25 audits as an 
excuse to continue, expand, or adopt modifier -25 reduc-
tion policies. It is clear that blanket reduction in payment  
is much easier and less expensive for insurers than audit-
ing medical records and not paying those who abuse  
modifier -25. As long as insurers are under financial pres-
sure, modifier -25 will be a tempting target for reducing 
health care costs.

How to Use Modifier -25 Correctly
In addition to opposing inappropriate reimbursement 
of modifier -25, the AADA is committed to educating 
its members and insurers on the correct use and docu-
mentation of modifier -25. In December 2017, Mollie  
A. MacCormack, MD (Nashua, New Hampshire), and I 
led an educational webinar on modifier -25 for more than 
1100 attendees.10 We discussed the performance stan-
dards and documentation requirements of modifier -25.  
It was clear that dermatologists were interested not only 
in the correct coding of modifier -25 claims but also 
avoiding the consequences of audits. 

My peers frequently ask, “What can we [dermatolo-
gists] do to prepare for potential modifier -25 audits?” My 
advice is always, “Physician audit thyself.” I recommend 
self-auditing to make sure you and your practice are in 
compliance with modifier -25 documentation require-
ments. In a March 2017 Cutis column on modifier -25, 
I discussed what constitutes separate and distinct E/M 
services and what is included in a procedure’s global sur-
gical package.11 A self-audit is as simple as pulling 10 to  
20 medical records in which a same-day procedure and 
E/M service were billed. Cross out any information in the 
note included in the procedure’s global surgical package 
including history associated with establishing the diagno-
sis, physical examination of the procedure area(s), and dis-
cussion of treatment options. If complete documentation 
for an E/M is still present after removing the procedure 
and associated evaluation, you have passed the self-audit. 
If not, consider changing your coding to better reflect the 
documentation in your records. In my experience, insur-
ance auditors are not physicians and often are not even 
medical professionals. Clear documentation and clear 
existence of a separate, distinct, and medically necessary 
E/M service is needed to succeed in a modifier -25 audit. 

Final Thoughts
Dermatologists should rejoice that Anthem decided to 
rescind its modifier -25 policy. If this policy had gone 
into effect, the modifier -25 reduction would likely have 
spread to most other insurers as industry standard. This 
victory certainly shows what can be accomplished when 

organized medicine works together. Your state dermatol-
ogy and medical societies, national societies, and the 
AMA collaborated on a critical existential threat to cost-
effective and efficient patient care and won. These orga-
nizations deserve your membership and support as well 
as your thanks; however, our celebration must be short-
lived, as there still are other insurers with modifier -25 
reductions in place, and audits have been promised. We 
must continue to focus on proper use and documentation 
of modifier -25. This effort will not only help dermatolo-
gists decrease the risk of large recoupments from audits 
but also help the AADA continue to oppose inappropri-
ate payment policies. 
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