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On Your Behalf …
Legislative and Practice Affairs Division
Hospitals vs. Surgery Centers

By Phillip Goldberg, Esq., CSA Legal Counsel

The proliferation of free-standing ambu-
latory surgery centers in recent years has
sometimes created tension between

these new facilities and acute care hospitals.
Most of these surgery centers are physician
owned, in whole or in part, and physician
investors are encouraged to steer patients to
their surgery center for qualified procedures
that might otherwise have been performed in the acute care hospital where the
physician is on staff. This is not just a matter of the surgeon’s financial self-
interest. Federal regulations actually encourage procedures at the surgery 
centers by providing fraud and abuse protection to a physician who performs
enough procedures at the surgery center so it is considered an extension of the
physician’s practice. (42 C.F.R. §1001.952(r).) Many surgery centers require
their surgeon investors to perform enough cases to comply with the regulatory
safe harbor as a condition of retaining their investment. Generally, to fit within
the fraud and abuse safe harbor, the surgeon must perform at least one-third
of his or her outpatient procedures at the surgery center. Although compliance
with the safe harbor is not required to comply with the federal fraud and abuse
statute, many surgery centers adopt the safe harbor as mandatory for their
investors, with the result of increasing utilization at the facility.

By necessity, surgeons bring their healthier patients to the surgery center and
leave their sicker patients at the hospital. By choice, the better reimbursing
cases are often performed in the surgery center, and the lower paying cases are
left at the hospital. As patients are leaving the hospital and moving to the 
surgery center, anesthesiologists are following them. It is not uncommon for
some anesthesiologists to practice principally or exclusively at a surgery
center. This exodus of patients and anesthesiologists has created problems for
other anesthesiologists who continue to practice principally or exclusively at
acute care hospitals. In addition to being left with most (or all) of the lowest
reimbursing Medi-Cal patients and many (or most) of the sicker patients, the
pool of anesthesiologists available to provide on call services at the hospital has
dwindled. This situation is unlikely to change to any significant degree in the
immediate future. Medicare, the largest payer in the country, will continue to
encourage surgeons to take patients to the surgery centers whenever possible
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because the cost to the Medicare program is less than it is for the same 
procedure on an inpatient basis or even in the outpatient surgery department
of an acute care hospital.

The anesthesiologist’s decision to practice at a surgery center is usually not a
decision to chase greater financial rewards. Although there are typically fewer
of the lowest reimbursing Medi-Cal patients at surgery centers, there are not
necessarily fewer Medicare patients. Medi-Cal payment is generally lower—
and sometimes substantially lower—than payment from commercial payers
across all medical specialties. By contrast, the differential between Medicare
and commercial payment for most medical specialties and for facility fees 
collected by the surgery center is not nearly as significant as it is in anesthesia.
Accordingly, Medicare patients are not eschewed by most surgery centers in the
same way as Medi-Cal patients. 

Although the average unit payment of an anesthesiologist working exclusively
at a surgery center is usually greater than it is for the hospital-based anesthesi-
ologist, it is not always substantially greater. The financial support provided to
the anesthesiologist by the surgery center is likely to be less than financial 
support provided by the hospital. Surgery centers are more likely to cater to
surgeons’ schedules and are not always as efficient in scheduling, so the 
anesthesiologist at the surgery center may generate fewer units on a full-time
equivalency basis than the hospital-based anesthesiologist. Anesthesia services
at the surgery center often include discharging patients after all surgeons have
left and providing other uncompensated services for the convenience of the
surgeons and the surgery center. The ultimate result is that the full-time 
anesthesiologist at the surgery center does not necessarily have a greater
income than a full-time anesthesiologist at the hospital. However, other aspects
of the surgery center practice may make it more attractive. The most 
significant is that the anesthesiologist at the surgery center is likely to have no
call obligation whatsoever.

As more patients and anesthesiologists are going to the surgery center, the 
hospital’s anesthesia department call requirements have not diminished.
Hospitals are asking, and even insisting, on deeper and wider call arrange-
ments for a variety of reasons. Many hospitals have separate on call anesthesi-
ologists for obstetrics, cardiac, and sometimes pediatrics in addition to the
general operating room coverage. Sometimes the call is two or more deep.
Anesthesiologists at the hospital are required to provide more on call services
on an individual basis and are receiving less patient and third-party payer 
payment for their services, all while caring for a sicker pool of patients. Even
more disturbing to many hospital-based anesthesiologists is the requirement to
run rooms later to accommodate surgeons who have spent most of the day at
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the surgery center and want to operate on their sicker patients at the hospital
at the end of the day.

In my experience, the problem of the expanding hospital anesthesia department
call burden is addressed in two ways: cooperation and compensation. 

By “compensation,” I mean payments from the hospital to the anesthesiologist
or anesthesia group in recognition of the heavier call burden. Hospitals can
help themselves in dealing with the problem by reducing the depth and
breadth of call. To the extent that there are only two anesthesiologists on call
each night as opposed to four or five, the individual call burden among those
in the call pool is reduced significantly. However, hospitals very often want a
depth and breadth of call to ensure all EMTALA obligations are met or exceeded.
They often want a dedicated obstetrical anesthesiologist on call to be more
accommodating to patients and obstetricians. If the hospital has a cardiac 
program, a cardiac-qualified anesthesiologist also has to be available.

The burden of call and the appropriate compensation for assuming 
that burden is often viewed differently by hospital administration and the 
anesthesiologists who provide the service. Hospital administrators should
understand that anesthesia call is always the most burdensome of any medical
specialty. Anytime the orthopedist, neurosurgeon or general surgeon on call
has to come into the hospital to do a case in the middle of the night, the 
anesthesiologist has to come in as well.

Hospitals often will point to the lowest financial support provided at other
facilities in the area as the appropriate compensation for call. What one 
hospital is paying for call (or any other services) is rarely indicative of the
appropriate compensation at another hospital. Compensation paid by a 
hospital to an anesthesia group depends upon many things, including the
scope of operating room staffing, medical director services, and the depth and
breadth of call. However, the most significant factor in hospital compensation
to anesthesiologists may be the level of payment the group receives from third-
party payers. The hospital that has fewer Medicare and Medi-Cal patients and
more high-paying commercial patients may have to pay substantially less for
anesthesia services than a neighboring facility with a high Medicare and Medi-
Cal census. Ultimately, the combined revenue from the hospital, patients and
payers is compared to the scope and volume of services required on an 
individual and collective basis to determine what contribution from the hospi-
tal will be sufficient to recruit and retain enough anesthesiologists to provide
the required services. The call burden holds a special status in this analysis. If
one anesthesia group trying to recruit a candidate offers the same compensation
and benefits as another group, but the first group requires twice as much call
as the second group, they are not really comparable.
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By “cooperation” I mean addressing the individual call burden at the hospital
by expanding the pool of anesthesiologists taking call. At many hospitals this
is not a problem because few, if any, of the anesthesiologists on staff practice
exclusively at a surgery center. (Why else would they have privileges at the
hospital?) Where the same anesthesia group covers the hospital and the 
surgery center, cooperation among the group members can eliminate the 
disproportionate call burden problem altogether. Where one group of anesthe-
siologists is working at the hospital and a completely separate and independent
group covers the surgery center, cooperation among anesthesiologists is not
always possible. Sometimes an anesthesiologist working principally at the 
surgery center will maintain privileges at the hospital and occasionally provide
elective anesthesia or even call services. If the surgery center anesthesiologist is
asked to take an equal amount of the call burden, the anesthesiologist may
resign his or her medical staff privileges at the hospital altogether. Although
surgery centers may need to have an agreement with the local acute care 
hospital for patients that require an emergency transfer, anesthesiologists 
practicing at the surgery center are not required to maintain privileges at the
hospital. 

Recently, many hospitals have adopted a new strategy in the struggle with 
surgery centers. Hospitals are investing in the freestanding surgery centers with
physicians. In the case of tax-exempt hospitals, physician investors will often
be told the hospital has to obtain a majority ownership in the surgery center.
Although this is a practical as opposed to a legal requirement, it has recently
become more common for tax-exempt hospitals to be majority owners of free-
standing ambulatory surgery centers with referring physicians holding a
minority interest.1 Where the hospital is the majority owner and thus in 
control of the freestanding ambulatory surgery center, it is in a much better
position to put pressure on the anesthesia group practicing at the surgery 
center to share the anesthesia call burden at the hospital. To the extent expand-
ing the anesthesia call pool reduces the cost of anesthesia call coverage to the
hospital, it is in the best interest of the hospital to pursue such a strategy. 
In the absence of hospital control of the surgery center, the anesthesia group 
at the hospital is unlikely to secure cooperation from the surgery center 
anesthesia group. 

Legislative & Practice Affairs (cont’d)

1 I typically advise my surgeon clients investing in surgery centers that they do not want a
hospital investor that will account for absolutely no patient referrals. I am sometimes told
it is better to have the hospital as your partner than your competitor. In some cases, the
hospitals have been able to secure better facility fees for the free-standing ambulatory 
surgery center than might otherwise have been the case without the hospital investor.
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It is obvious that ambulatory surgery centers are not going away any time soon.
It is equally obvious that hospitals equipped to provide services to sicker
patients undergoing more complicated and longer surgical procedures will
continue to exist as well. If the two competing facilities mean hospital-based
anesthesiologists are taking greater anesthesia call burdens, they need to be
compensated for those services in some fashion. If the hospital cannot lessen
that burden by expanding the pool of available anesthesiologists, it needs to be
educated as to the value and cost of the anesthesia call services. I suggest the
best measure of adequate compensation for call is determined by what the
anesthesiologists practicing principally or exclusively at the surgery center will
insist on in order to cover night or weekend calls at the hospital. What these
anesthesiologists demand gives a much clearer picture of adequate compensation
for call coverage.

2006-2007 GASPAC Honor Roll

By William E. Barnaby III, Esq.
CSA Legislative Advocate

The CSA members listed in the GASPAC
Honor Roll deserve profound thanks
for investing in the betterment of their

profession and quality patient care. Their 
contributions have been made at a time when
healthcare is at a critical juncture.

Healthcare is a front-burner issue at both the
state and national level. Governor Schwarzenegger’s wide-ranging health
“reform” proposals have generated spirited discussion here in California.
Similarly, the U.S. Congress is actively examining a host of festering healthcare
concerns.

The future direction of healthcare will be decided through the political
process. To some, that may not be the optimum way of determining 
public policy. But it is futile to think that politics can somehow be
removed from important decision making in a democracy. Nor is it likely
that money will be removed from political campaigns in a country founded
on free speech and free enterprise. 

The Greater Anesthesia Service Political Action Committee plays a vital
role in giving CSA a voice in Sacramento and a “seat at the table” where
important government decisions are made. GASPAC’s visibility 
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emphasizes CSA’s insistence on being an active participant in California
public policy development.

We extend our gratitude to the GASPAC Honor Roll donors below. Their 
donations have enabled campaign contributions to candidates, elected legislators
and state officers who are responsive to physicians and their patients. The 
contributions pay for CSA representatives to attend Capitol area political
events and for GASPAC members to attend local campaign events. Thank you
again for your timely helpfulness.

2006-2007 GASPAC Honor Roll
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Stanley R. Abshier
Audrey L. Adams
David N. Aguilar
Virgil M. Airola
Reginald C. Ajakwe
Augusto C. Alarcon
Susan Allen
Peter W. Allen, Jr.
Christine M. Almon
Glenn W. Alper
Eric R. Amador
Clarita G. Amurao
Stuart T. Anderson
Eduardo E. Anguizola
Christian C. Apfel
Merrill P. Bacon
Michael E. Baggett
Cedric R. Bainton
Steven E. Bansbach
Paul E. Banta
William E. Barnaby
William Barnaby, Jr.
Jonathan F. Barrow
Bruce Baumgarten
Kevin P. Becker
Catherine J. Bell
Michael D. Bell
Lawrence Bercutt
Dean B. Berkus
Steven H. Berlin
Craig D. Berlinberg
Michael W. Bigelow
Steven M. Block
William A. Bode
Lowell A. Boehland

Bryan D. Bohman
William R. Bohman
Mark D. Bomann
Thomas P. Booy
Michael Borges
John B. Bornstein
Stanley D. Brauer
David Brewster
Romualdas V. Brizgys
Harry I. Brown
D. Robert Buechel
James V. Buese
Robert A. Bullock
Joseph Callahan
Jason A. Campagna
Edgar D. Canada
Christopher Cantilena
Carol I. Capener
James W. Carlin
Paul D. Carlton
Celia L. Carpenter
Timothy H. Carpenter
Leonita A. Carungcong
Philip T. Caruso
Debra B. Cellar
Howard I. Chait
Ian Chait
Keith J. Chamberlin
Michael W. Champeau
Calvin Chang
Chai Jie Chang
Katherine A. Chang
Taposh Chatterjee
Anthony K. Chen
Alphonsus L. Cheung

Wonjae E. Choi
Franklin T. Chow
Harrison S. Chow
Todd W. Christensen
Jon W. Churnin
Richard W. Clark
Jonathan T. Clarke
Jeffrey P. Clayton
Henry Cola
Paul B. Coleman
Daniel M. Cosca
Marvin D. Covrig
Harry J. Cozen
Thomas H. Cromwell
James L. Crook, Jr.
Brian L. Cross
Brandt R. Culver
Frederick J. Curlin IV
Gary L. Cutter
David P. D’Ablaing
Patricia A. Dailey
Martha Y. Daly
Kathryn M. Davis
Maria A. De Castro
Vincent De Marco
John E. De Rouen
Mark A. De Santi
Patricia L. Decker
Michele C. Dee
Jeanette Derdemezi
Robert P. DeVoe
Ralph S. Diminyatz
Jeffrey M. Do
Russell Dorado
Thomas R. Doria
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Donald B. Dose
Christine A. Doyle*
John C. Drummond
Ross A. Dykstra
Samir Dzankic
John C. Eckels
Steven A. Ecoff
George F. El-Khoury
Richard C. Engel
Paul Englund
David L. Estep
William J. Evans
Aubrey G. Eyer
Mark R. Fahey
Robert T. Falltrick
Francis E. Ferguson
Manuel A. Fernandez
Fazeela Ferouz
Neal E. Feuerman
James A. Flanigan
Richard P. Fogdall
Diane Foley
Wayne A. Foran
Brandt A. Foreman
Jon B. Franks
Robert A. Frantz
Ronald D. Friedman
Eric B. Furman
Kenneth T. Furukawa
Jeffrey D. Galland
Donald J. Galligan
Karen Gan
Gregory S. Garbin
J. Kent Garman
Robert M. Gasway
Jeffrey M. Gaynor
Steven J. Gerschultz
Brandon T. Ginieczki
Gary M. Glaze, DO
Christopher H. Glazener
John C. Glina
Paul Goehner
Steven D. Goldfien
Henry J. Gonzalez
Stephen R. Gordon
Randall L. Goskowicz
Michael A. Greenberg
Philip A. Greider

Maura O. Guerrero
Gary T. Guglielmino
Edward F. Gunz
Gerald R. Haas
Terry Hack
Steven M. Haddy
W. Robert Hagerman
Klane L. Hales
Blair A. Halliday
Richard K. Hamamura
Catherine L. Hamilton
Mark E. Harlacher
Brian P. Harney
Richard E. Harris
Fredrick E. Harrison
Johnny R. Harrison
Richard D. Hauch
John M. Haworth
William L. Hazard
Deborah A. Heaps
Thomas D. Heiman
Nichole R. Herbert
Michael G. Hernandez
George P. Herr
Linda B. Hertzberg
Robert E. Hertzka
Allan S. Hirschbein
Brian W. Hite
Paul F. Hoar
Richard B. Hoberman
Kathryn C. Holeyfield
Bruce R. Holmblad
David R. Holtzclaw
Richard W. Horrigan
Andrew P. Horsley
Victor J. Hough
Leland R. House, Jr.
James D. Howard
Edward Hsu
John Hsu
Alexander S. Huang
Eric L. Huczko
Samuel C. Hughes
Stephanie A. Hughes
Michael R. Hulton
Kha K. Huynh
James M. Hynson
Susan Sung O. Hyun

Kenneth Imanaka
Shale F. Imeson
David H. Irwin
George G. Izmirian
Stephen H. Jackson
Steven S. Jacobs
Frederick C. Jacobson
Cecilia M. Japlit-Largoza
Robert M. Jarka
James R. Jaworski
William Jenkins
Kenneth A. Johnson
Paul W. Johnson
Clyde W. Jones
Peter C. Jong
Christos A. Kalatzis
Patricia A. Kapur
Alireza Katouzian
Jeffry A. Katz
Ronald L. Katz
John L. Keating
Robert J. Kensic
Mark E. Kenter
Robert T. Keszler
Mohammed W. Khalife
Arshad Khan
Chan Q. Kieu
Sung-Hwan Kim
Vivian T. Kim
Kenneth Y. Kimura
Arthur C. Klein
Irv Klein
Wayne M. Kleinman
Michael S. Klemm
Sandra W. Kluwe
Andrew A. Knight
Jonathan M. Kohl
Brian N. Kopeikin
Alexander Koretz
Ali Korkorian
Thelma Z. Korpman
Sally V. Krueger
Jeffrey P. Kuhn
Pramod Kulkarni
Michael J. Laflin
Clinton J. LaGrange, Jr.
Ellis C. Lai
Michael Lam

*Donation totaled $500 or more
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George H. Lampe
Laurence A. Lang
Artemio T. Largoza
C. Philip Larson, Jr.
Michael F. Lavallee
Allen E. Lavee
Nathaniel C. Law
Edwin R. Lee
George I. Lee
Hee Y. Lee
Joseph W. Lee
Kee Y. Lee
Steven E. Lee
Gary A. Leopold
Wai K. Leung
Norman Levin
Brian M. Levine
David M. Lewis
Qiao-Ling Li
Samuel Li
Michael J. Lillie
Christopher C. Lin
Marianne C. Link
Michael Lipson
Mark S. Little
Dennis Liu
David J. Lloyd
Ann S. Lofsky
James F. Lourim
Stanton W. Lum
Philip D. Lumb
John A. Lundberg
Monique F. Mabey
Nelly K. Mac
Sean C. Mackey
Anthony H. Maister
Ann Marie Mallat
Susan R. Maloney
Douglas K. Mandel
Steven Lee Mandel
Steven J. Mandelberg
Gerard Manecke
Guillermo T. Mantuano
Steven R. Marcum
Steven L. Marlowe
Amanda Marmolejo
Rosemarie Marshall

Johnson

Robert D. Martin
Jonathan D. Maskin
Linda J. Mason
William G. Maxwell
Peter L. McDermott
John S. McDonald
Margaret H. McEvoy
Michael D. McGehee
Erin K. McHale
Scott W. McInnis
Fred J. McKibben*
John G. McNutt
Byron R. Mendenhall
A. Duane Menefee
Lonnie W. Merrick
Harry M. Miller
Kevin M. Miller
Ronald D. Miller
Julian M. Mirman
Iqbal Mirza
LeRoy Misuraca
Avery C. Mittman
Alan R. Mizutani
Daniel Y. Mochizuki
C. C. Moldenhauer
Joseph D. Mollner
Jack L. Moore
James M. Moore
Patrick A. Moore
Randall D. Morton
Mark G. Mulder
Darcene M. Munir
Michael J. Murphy
Teri R. Namba
J. Renee Navarro
Marco S. Navetta
Daniel H. Nelson
Jesse L. Neubarth
Philippa Newfield
Dennis E. Newton
Michael H. Nguyen
Ethan A. Nicholls
Peter S. Nicolazzo
Heidi G. Nicoll
Christine C. Nieman
Joseph T. Nitti
Melvin S. Nunn
Michael Nussbaum

Aidan P. O’Brien
Vincent R. Okamoto
Helen T. O’Keeffe
Alan F. Olson
Richard R. ONeil
Blanka A. Orloff
Raymond M. Osecheck
Michael Ostrovsky
Paul J. Pabst, Jr.
Gerald D. Pacelli, Jr.
Gurnam S. Pannu
Jeffrey D. Parks
David E. Parsons
Rebecca J. Patchin
Elena Patterson
Kenneth Y. Pauker*
Robert S. Peck
John J. Peckham
John F. Petraglia
Mark D. Piehler
J. Stephen Pinson
Gail P. Pirie
Grete H. Porteous
Gregory J. Porter
Johnathan L. Pregler
Marvin H. Primack
Ann Marie T. Prochera
Saroja V. Rajashekara
Michele E. Raney
David Raybould
Eugene R. Reames
Danielle M. Reicher
Roland D. Reinhart
Debra Reinking
Bruce J. Reitman
Leslie Rendell-Baker
Jalil Riazi
Orlando Ricci
Mark J. Richman
Mark L. Rigler
Sandi C. Rigsby
Miguel A. Rivera
Beverly B. Roberson
H. Douglas Roberts
Brian C. Robertson
Marco Robin
Susanne C. Roessler
George G. Romero
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Jose D. Romero
Ricardo B. Ronquillo
Kenneth H. Root
Stephen H. Rovno
Joseph S. Ruccione
David J. Ruderman
Christopher G. Rumery
Alar Saaremets
Kenneth R. Sacks
Nicholas G. Sakellariou
Carlton B. Sampson
Robert H. Sanborn
Surinder Sandhu
Carmen C. Santos
Ned T. Sasaki
Richard R. Schellinger
Stanley J. Scheurman, Jr.
Richard M. Schlobohm
John C. Schmidt
Michael S. Schneider
Ira J. Schwalb
Robert A. Schweissinger
Warren Schweitzer
Nitin K. Shah
John B. Shapira
David A. Shapiro
Roland C. Sharp
Thomas E. Shaughnessy
Regina Shaw
James J. Shea
Owen F. Shea
Benjamin Shwachman
Karen S. Sibert
Thomas Sinclair, Jr.
Parvinder Singh
Vanila M. Singh
Mark A. Singleton*
Stephen J. Skahen
Kimberly L. Skidmore
Brian E. Smith
Christopher P. Smith
Kristin N. Smith
Leighton J. Smith
Steven V. Snyder
Douglas Solomon
Karl M. Sorensen
Steven J. Soule

Howard D. Spang
Thomas C. Specht
John R. Spence
Selvarajah Sriharan
Carla M. St. Laurent
Richard M. Stearns
Charles P. Steinmann
Rebecca A. Stene
William R. Stevens
Gary R. Stier
Philip C. Stillman
Ernest G. Strauss
Earl Strum
Richard Strunin
Jeffrey S. Stuart
Richard M. Sugar
Robert G. Sugar
Young Suk
R. Lawrence Sullivan, Jr.
Frank T. Suranyi
Kent A. Swanson
Francis M. Sweeny
Peter E. Sybert
Frank A. Takacs
David Y. Tang
Alexander G. Targ
Rajender S. Thakran
Paul E. Thomas
Sydney I. Thomson
Narendra Trivedi
Thuan D. Tu
Gerald E. Tull
Jai Uttam
Barbara M. Van de Wiele
Glenn S. Vanstrum
Neerad Varshney
Christopher J. Vasil
Alva T. Verde
Edward W. Verde
Jerrold A. Vest
Lisa Vidato
David J. Vierra
H. Hugh Vincent
Steven G. Vitcov
Matthew Vo
Oleg Vosicher
Mark E. Vukalcic

Gerald H. Wade
Brian L. Wagner
Samuel H. Wald
Wayne T. Walker
Michael J. Wallace
Michael A. Walter
Henry C. Walther
Brian W. Wamsley
Ellen Y. Wang
Fair H. Wang
Steven Wang
Daniel Wapner
Clarence F. Ward
Eric A. Wardrip
Randall W. Waring
Thomas D. Webb
Paul M. Weidoff
Paul D. Weir
Marc L. Weller
Douglas A. Wemmer
Stephen Y. Wen
Cornelis G. Wesseling
David P. Whalen
Steven A. Wheeler
Jeffrey D. White
Matthew F. White
Anthony E. Wicks
Mogens U. Wiese
Harry C. Wiese, Jr.
Freddie A. Williams, Jr.
Michael S. Winston
Marc D. Wolfsohn
Lillian S. Wong
Ridgley F. Wong
David G. Woodward
Cho-Ying D. Wu
Robert B. Wudrick
Eileen T. Wynne
Tony L. Yaksh
Larry Yip
Paul B. Yost
Tom C. Yu
Anni Yue
Mark I. Zakowski
Eric J. Zeeb
Dale W. Zeh
Birikti Zeratzion

*Donation totaled $500 or more


