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Billing in Medicare Secondary Payer Situations
472.
BILL PREPARATION WHEN MEDICARE IS SECONDARY PAYER


Medicare secondary billing procedures apply in the following situations:


o
Where services are authorized by the VA, Medicare does not make payment for items or services furnished by a non-Federal provider pursuant to such an authorization.  Although certain MSP billing procedures apply, VA is not an MSP provision.  (See §260.3 for an explanation of this provision.);


o
Where services are payable under WC, Medicare does not make payment for any items and services to the extent that payment has been made, or can reasonably be expected to be made, promptly for such items or services under a WC law or plan of the United States or a State.  (See §289 for an explanation of this provision.);


o
Where services are payable under no-fault or liability insurance, Medicare does not make payment for otherwise covered items or services to the extent that payment has been made, or can reasonably be expected to be made, promptly for the items or services under no-fault insurance (including a self-insured plan).  Medicare is secondary to no-fault insurance even if State law or a private contract of insurance stipulates that its benefits are secondary to Medicare benefits or otherwise limits its payments to Medicare beneficiaries.  In the case of liability insurance, if HCFA has information that services for which Medicare benefits have been claimed are for the treatment of an injury or illness that was allegedly caused by a person who is insured under a liability insurance plan, Medicare benefits are paid conditionally and then recovered.  (See §§262 - 262.4 for liability insurance and §§262.8 - 262.15 for no-fault insurance.);


o
Medicare benefits are secondary to benefits payable under an EGHP for individuals entitled to Medicare based solely on ESRD during a Medicare coordination period described in §264;


o
Medicare benefits are secondary to benefits payable under an EGHP for employed individuals age 65 or over and the spouses age 65 or over of employed individuals of any age.  (See §263 for an explanation of this provision.); and


o
Medicare benefits are secondary to benefits provided by LGHPs for disabled "active individuals" under age 65 entitled to Medicare on the basis of a disability.  (See §259 for an explanation of this provision.)


Payment made by any of these primary payers is to be used to satisfy any unmet deductible or coinsurance amounts.  Care that is paid for by a primary payer is not counted against the number of inpatient care days available to the beneficiary.
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Where Medicare is determined to be the primary payer, Medicare is shown on line A of Item 57.  Where Medicare is secondary, Medicare is shown on line B.  Prepare all bills where Medicare is secondary because of primary payer coverage in accordance with the following instructions.  In applying the guidelines, determine the current Medicare interim payment amount without regard to deductible or coinsurance.  (See §473 to determine this amount.)


472.1
Inpatient Hospital Bills (Other Than PPS).--


A.
Full Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection B4) equals or exceeds your charges for those services or the current Medicare interim payment amount (without regard to deductible or coinsurance) or you accept, or are obligated to accept, the primary payer payment as payment in full, and you receive at least this amount, no payment is due from Medicare and no utilization is charged to the beneficiary.  However, a bill is needed for determining the benefit period.  In addition, primary payer payments are used to satisfy unmet deductibles.  Prepare the bill in accordance with §460 with the following modifications:


o
Complete the total and noncovered charges columns as if there had been no other payment;


o
Where blood is involved, complete the blood items;


o
Do not complete the coinsurance amount (no days are charged).  However, complete inpatient deductible and total deductions when applicable;


o
Show total covered and noncovered days in the usual manner.  Count the days paid by the primary payer as covered days; 


o
Enter the amount paid by the primary payer for Medicare covered services in the appropriate primary payer value code (Items 46-49); 


o
If the primary payer is an EGHP for an ESRD beneficiary, enter occurrence code 33 and the first day of the first month of Medicare coordination period in Items 28-32; and 


o
Enter condition code 77 in Items 35-39 when you receive the amount you are obligated to accept from the primary payer as payment in full.


B.
Partial Payment by Primary Payer.--If the payment by the primary payer for Medicare covered services (as determined by the formula in subsection B4) is less than your charges for those services and the current Medicare interim payment amount (without regard to deductible or coinsurance) and you do not accept, and are not obligated to accept, the primary payer payment as payment in full, prepare the bill in accordance with §460 with the following modifications:
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1.
Determining Covered and Noncovered Charges.--Complete the total and noncovered charges columns as if there had been no other payment.


2.
Determining Covered and Noncovered Days.--Show total covered and noncovered days in the usual manner.  Count days paid by the primary payer as covered days.


Your intermediary calculates the days to be charged to the beneficiary as determined in subsection B3, and CO posts the result to the beneficiary's Medicare utilization record.


3.
Determining Utilization and Coinsurance.--Where a primary payer pays an amount for Medicare covered services that is equal to, or less than, the deductible and coinsurance that would apply if Medicare was the primary payer, full utilization is charged.  Therefore, coinsurance is calculated in the usual manner.  (See subsection C, Example 4.)  


Where a primary payer pays an amount for Medicare covered services that is more than the deductible and coinsurance that would apply if Medicare was primary payer, utilization is charged only to the extent that Medicare paid for the services.  Follow the procedures below to determine utilization and coinsurance.


Where the stay involves coinsurance days, your intermediary determines utilization to be charged to the beneficiary when you cannot determine the proper amount.  It completes Items 25 and 61 (coinsurance) accordingly.  No adjustment to Item 23 (covered days) is made based upon this determination.  Complete Item 23 in the usual manner.


Charge utilization as follows:


o
Determine the Medicare secondary payment amount in accordance with subsection B5;


o
Divide this amount by the amount Medicare would have paid as primary payer (i.e., the Medicare interim payment for the stay reduced by any deductible and coinsurance); and


o
Multiply this percentage by the number of covered days in the stay.


A partial day resulting from this calculation is not charged as a full day if it is less than a half day. It is charged as a full day if it is a half day or more.


EXAMPLE I:  Deductible Involved


An individual was hospitalized l5 days for which the total charges were $5,000.  The primary payer paid $2,400 for Medicare covered services.  No part of the Medicare inpatient deductible of $676 had been met.  The current Medicare interim payment amount (without regard to deductible or coinsurance) for the services, absent the primary payer's payment, would have been $3,600.  The Medicare secondary payment amount is $1,200 ($3,600 - $2,400).  Medicare would have paid $2,924 as primary payer ($3,600 - $676).
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Calculate the beneficiary's utilization as follows: $l,200 divided by $2,924 = .410 x l5 days = 6.15 or 6 days when rounded.


EXAMPLE II:  Coinsurance Involved


An individual was hospitalized for 20 days (all of which are lifetime reserve days) for which total charges were $12,000.  The primary payer paid $7,000 for Medicare covered services.  The applicable coinsurance amount was $6,760.  The current Medicare interim payment amount (without regard to deductible or coinsurance) for the services absent the primary payer's payment would have been $10,000.  The Medicare secondary payment amount is $3,000 (the current Medicare interim payment amount of $10,000 minus the primary payer payment of $7,000).  Medicare would have paid $3,240 as primary payer ($10,000 - $6,760).  Calculate the beneficiary's utilization as follows: $3,000 divided by $3,240 = .925 x 20 days = 18.5 or 19 days when rounded.  If the primary payer's payment in this example had been $6,760 or less, full utilization would have been charged.  The beneficiary would have been charged with 20 days utilization.


EXAMPLE III:
Primary Payer Pays for Specified Number of Days


Use this formula even when the primary payer pays for only a specified number of days of a stay because of a payment limitation under the plan on the number of benefit days available.  For example, a provider furnished 20 days of inpatient care.  The primary payer paid all charges for only the first 10 days.  These charges were $4,500.   No part of the Medicare inpatient deductible of $676 had been met.  The current Medicare interim payment (without regard to deductible or coinsurance) which Medicare would have paid for the 20 day stay absent primary payer coverage was $7,000.  The Medicare secondary payment amount is $2,500 ($7,000 - $4,500).   Medicare would have paid $6,324 as primary payer ($7,000 - $676).  Calculate the utilization charged to the beneficiary as follows:  $2,500 divided by $6,324 = .395 X 20 days = 7.90 days or 8 days when rounded.


Charge coinsurance days as follows:


o
If the days resulting from the utilization calculation are fewer than the full days available for the stay, no coinsurance days are billed.


o
If the days resulting from the utilization calculation are greater than the full days available for the stay, coinsurance days are billed for the excess days.


Where you perform this utilization calculation, your intermediary performs the same calculation to verify that Items 25 and 61 (coinsurance) are completed correctly.  It advises you of any discrepancies.


EXAMPLE 1:


A beneficiary has 17 full days available at of admission.  The hospital stay was 20 days. Bill 20 days in covered days as if there were no other payer involved.  After performing the calculation to determine utilization chargeable, it is determined the beneficiary can be charged with 10 days.  Therefore, no coinsurance days are billed.  Absent any other insurer's payment, bill 3 days in Item 25 (coinsurance).
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EXAMPLE 2:


A beneficiary has 30 coinsurance days available at admission.  The hospital stay was 20 days.  Bill 20 days in covered days as if there were no other payer involved.  After performing the calculation to determine utilization chargeable, it is determined the beneficiary can be charged with 10 days. Therefore, only 10 coinsurance days are billed.  Absent any other insurer's payment, bill 20 days in Item 25 (coinsurance).


4.
Determining Amount of Primary Payer Payment That Applies to Medicare Covered Services.--Where you can determine the primary payer's allocation of its payment between covered and noncovered Medicare services, indicate the amount paid by the primary payer toward Medicare covered services in value codes (Items 46-49).  Where you cannot determine the services covered by the primary payment, apply a ratio of Medicare covered charges to total charges for the stay to the primary payment amount to determine the portion attributable to Medicare covered services and enter this amount in value codes (Items 46-49).


EXAMPLE:


Total charges were $5,000.  Medicare covered charges were $4,000.  The primary payer's payment was $3,000.  Since you cannot determine the allocation of the primary payer's payment, determine the allocation as follows:


$4,000
$5,000 X $3,000 = $2,400


Show $2,400 in value codes (Items 46-49).


5.
Determining the Amount of Medicare Secondary Payment.--The Medicare secondary payment is the lowest of:


o
The current Medicare interim payment (without regard to the deductible or coinsurance), as discussed in §473, minus the amount paid by the primary payer for Medicare covered services;


o
The current Medicare interim payment (without regard to the deductible or coinsurance), as discussed in §473, minus any applicable Medicare deductible and/or coinsurance amounts;


o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus the amount paid by the primary payer for Medicare covered services; or


o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus any applicable Medicare deductible and/or coinsurance amounts.


NOTE:
"When the primary payer pays less than actual charges (e.g., under the terms of a preferred provider agreement) and less than the amount you are obligated to accept as payment in full (e.g., because of imposition of a primary payer deductible and/or copayment, but not because of failure to file a proper claim), Medicare uses the amount you are obligated to accept as payment in full in its payment calculation.
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In such cases, report in value code 44 the amount you are obligated to accept as payment in full.  Medicare considers this amount to be your charges.  (See example 3 below.)  Absent a lower amount that you are obligated to accept as payment in full, the amount of your actual charges is used."


The Medicare payment amount is calculated by applying the following formulas:


Per Diem Payment.--Payment is the lesser of:


o
Covered days times per diem rate minus the larger of:


--
Total Deductions (the sum of Items 60-61); or


--
Amount paid by the primary payer for Medicare covered services (amount entered in value codes 12, 13, 14, 15, 16, 41, 42, 43, or 47, as appropriate, Items 46-49).



or


o
Your charges, Item 53 (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount, value code 44, Items 46-49) minus the larger of:


--
Total Deductions (the sum of Items 60-61); or


--
Amount paid by the primary payer for Medicare covered services (amount reported in value codes 12, 13, 14, 15, 16, 41, 42, 43, or 47, as appropriate, Items 46-49).


Periodic Interim Payment (PIP).--Payment is the lesser of:


o
Covered days times the gross per diem, as determined in §473, minus the larger of:


--
Total Deductions (the sum of Items 60-61); or


--
Amount paid by the primary payer for Medicare covered services (amount entered in value codes 12, 13, 14, 15, 16, 41, 42, 43, or 47, as appropriate, Items 46-49).



or


o
Your charges, Item 53 (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount), value code 44, Items 46-49, minus the larger of:


--
Total Deductions (the sum of Items 60-61); or


--
Amount paid by the primary payer for Medicare covered services (amount entered in value codes 12, 13, 14, 15, 16, 41, 42, 43, or 47, as appropriate, Items 46-49).
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Percentage of Charge.--Payment is the lesser of:


o
Total charges (sum of covered and noncovered), identified by revenue code 001, less any Medicare noncovered charges times the percentage of charges minus the larger of:


--
Total Deductions (the sum of Items 60-61); or


--
Amount paid by the primary payer for Medicare covered services (amount entered in value codes 12, 13, 14, 15, 16, 41, 42, 43, or 47, as appropriate, Items 46-49).



or


o
Your charges, Item 53 (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount), value code 44, Items 46-49, minus the larger of:


--
Total Deductions (the sum of Items 60-61); or


--
Amount paid by the primary payer for Medicare covered services (amount reported in value codes 12, 13, 14, 15, 16, 41, 42, 43, or 47, as appropriate, Items 46-49).


EXAMPLE 1:


A hospital furnished 7 days of inpatient hospital care in 1993 to a Medicare beneficiary.  The hospital's charges for Medicare covered services totaled $2,800.  The primary payer paid $2,360 for Medicare covered services as determined in subsection B4.  No part of the Medicare inpatient hospital deducible of $676 had been met.  The Medicare interim payment without regard to the deductible is $2,700.  As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to deductible) minus the primary payer's payment: $2,700 - $2,360 = $340;


o
The current Medicare interim payment (without regard to deductible) minus the Medicare inpatient deductible: $2,700 - $676 = $2,024;


o
The hospital's charges minus the primary payer's payment: $2,800 -$2,360 = $440; or


o
The hospital's charges minus the Medicare inpatient deductible: $2,800 - $676 = $2,124.


Medicare pays $340.  The combined payment made by the primary payer and Medicare on behalf of the beneficiary is $2,700.  The beneficiary has no liability for Medicare covered services since the primary payer's payment satisfied the $676 inpatient deductible.
4-653.1
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EXAMPLE 2:


A hospital furnished 1 day of inpatient hospital care in 1993 to a Medicare beneficiary.  The hospital's charges for Medicare covered services totaled $750.  The primary payer paid $450 for Medicare covered services, as determined in subsection B4.  No part of the Medicare inpatient hospital deductible of $676 had been met.  The Medicare interim payment without regard to the deductible is $850.  As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to deductible) minus the primary payer's payment: $850 - $450 = $400;


o
The current Medicare interim payment (without regard to deductible) minus the Medicare inpatient deductible:  $850 - $676 = $174;


o
The hospital's charges minus the primary payer's payment: $750 - $450 = $300; or


o
The hospital's charges minus the Medicare inpatient deductible: $750 -$676 = $74.


Medicare pays $74.  The combined payment made by the primary payer and Medicare on behalf of the beneficiary is $524.  The beneficiary's liability is $226 (the $676 deductible minus the $450 primary payer payment).  This is the amount you can charge the beneficiary.


EXAMPLE 3:


A hospital furnished 5 days of inpatient care in 1993 to a Medicare beneficiary. No part of the Medicare inpatient deductible of $676 had been met.  The provider's charges for Medicare covered services were $4,000 and the Medicare interim payment (without regard to the deductible) was $3,500.  The provider agreed to accept $3,000 as payment in full.  The primary payer paid $2,900 due to a deductible requirement under its plan.  The amount the provider is obligated to accept as payment in full ($3,000) is considered by Medicare to be the provider's charges in this situation.  As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to deductible) minus the primary payer's payment: $3,500 - 2,900 = $600;


o
The current Medicare interim payment (without regard to deductible) minus the Medicare inpatient deductible: $3,500 - $676 = $2,824;


o
The hospital's charges minus the primary payer's payment: $3,000 - $2,900 = $100; or


o
The hospital's charges minus the Medicare inpatient deductible: $3,000 - $676 = $2,324.


Medicare pays $100.  The combined payment made by the primary payer and Medicare on behalf of the beneficiary is $3,000.  The beneficiary has no liability for Medicare covered services since the primary payer's payment satisfied the $676 inpatient deductible.
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EXAMPLE 4:


A hospital furnished 20 days of inpatient hospital care to a Medicare beneficiary, and only coinsurance days were available.  The hospital's charges were $4,000.  The deductible had been met. The primary payer paid $2,400 for Medicare covered services, as determined in subsection B4.  The Medicare interim payment without regard to deductible and coinsurance is $3,600.  As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $3,600 - $2,400 = $1,200;


o
The current Medicare interim payment (without regard to the deductible coinsurance) minus the applicable coinsurance: $3,600 - $3,380 (20 coinsurance days at $169 per day) = $220;


o
The hospital's charges minus the primary payer's payment: $4,000 -$2,400 = $1,600; or


o
The hospital's charges minus the applicable coinsurance: $4,000 -$3,380 = $620.  


Medicare pays $220.  Since the primary payer's payment ($2,400) is less than the coinsurance ($3,380), full utilization is charged and coinsurance is determined in the usual manner.  The beneficiary's liability is $980 (the $3,380 coinsurance minus the primary payer payment of $2,400). This is the amount you can charge the beneficiary.


6.
Special Entries on the Bill.--Show the identifying information in Items 57-75 on the first payer line.  The appropriate primary payer value code with the amount paid is shown in value codes (Items 46-49).  The amount you are obligated to accept as payment in full from the primary payer when the primary payer pays a lesser amount is shown in value code 44 (Items 46-49).  The address of the primary payer is shown in Item 34 or Remarks (Item 94).  If the primary payer is an EGHP for an ESRD beneficiary, enter occurrence code 33 and the first day of the first month of the Medicare coordination period in Items 28-32.  In addition, enter the appropriate occurrence/condition codes.  (See §460, Items 28-30 and 35-39 for an explanation of these codes.)


C.
Part B Inpatient Services.--These provisions apply to ancillary services to individuals who have exhausted their Part A benefits.  Handle billing, as described in §472.2.
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472.2
Outpatient Bills.--


A.
Full Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection B2) equals or exceeds your charges for those services or the current Medicare interim payment amount (without regard to the deductible or coinsurance) or you accept, or are obligated to accept, the primary payer's payment as payment in full and you receive at least this amount, and you know the individual has already met his/her deductible, do not submit a bill.  If an EGHP payment for and ESRD beneficiary equals or exceeds the composite rate, without regard to the deductible or coinsurance, and you know the individual has already met his/her deductible, do not submit a bill.  However, submit a bill to inform your intermediary of charges where the deductible may not yet be met.  Although no payment can be made by Medicare, the expenses can be applied to the beneficiary's deductible.  Complete the bill in the usual manner.  In addition:


o
Determine the charges as usual, including those covered by the primary payer's payment.  Your intermediary treats the charges shown in total charges as noncovered for payment purposes but credits the deductible based on the bill;


o
Enter the amount paid by the primary payer for Medicare covered services in the appropriate primary payer value code (Items 46-49); 


o
If the primary payer is an EGHP for an ESRD beneficiary, enter occurrence code 33 and the first day of the first month of the Medicare coordination period in Items 28-32; and


o
Enter condition code 77 in Items 35-39 when you receive the amount you are obligated to accept from the primary payer as payment in full.


B.
 Partial Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection B2) is less than your charges for those services and the current Medicare interim payment amount (without regard to the deductible or coinsurance) and you do not accept, and are not obligated to accept, the primary payer's payment as payment in full, or the primary payment is less than the composite rate (without regard to deductible or coinsurance), prepare the bill in accordance with §460 with the following modifications:


1.
Determining Covered Charges.--Show in the covered charges column Medicare covered charges, including those covered by the primary payer's payment.


2.
Determining Amount of Primary Payer Payment That Applies to Medicare Covered Services.--Where you can determine the primary payer's allocation of its payment between covered and noncovered Medicare services, indicate the amount paid by the primary payer toward Medicare covered services in value codes (Items 46-49).  Where you cannot determine the services covered by the primary payment, apply a ratio of Medicare covered charges to total charges for the services to the primary payment amount to determine the portion attributable to Medicare covered services. Indicate this amount in value codes (Items 46-49).  You must be able to validate your ratio of covered and noncovered charges if requested.
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EXAMPLE:



Total charges were $110.  Medicare covered charges were $90.  The primary payer's payment was $88.  Since you cannot determine the allocation of the primary payer's payment, determine the allocation as follows:


$ 90
$110 x $88 = $72


Show $72 in value codes (Items 46-49).


3.
Determining the Amount of Medicare Secondary Payment.--The amount of Medicare secondary payment is the lowest of:


o
The current Medicare interim payment (without regard to the deductible or coinsurance), as discussed in §473, minus the amount paid by the primary payer for Medicare covered services;


o
The current Medicare interim payment (without regard to the deductible or coinsurance), as discussed in §473, minus any applicable Medicare deductible and/or coinsurance amounts;


o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus the amount paid by the primary payer for Medicare covered services; or


o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus any applicable Medicare deductible and/or coinsurance amounts.


NOTE:
"When the primary payer pays less than actual charges (e.g., under the terms of a preferred provider agreement) and less than the amount you are obligated to accept as payment in full (e.g., because of imposition of a primary payer deductible and/or co-payment, but not because of failure to file a proper claim), Medicare uses the amount you are obligated to accept as payment in full in its payment calculation.  In such cases, report in value code 44 the amount you are obligated to accept as payment in full.  Medicare considers this amount to be your charges.  (See Example 5 below.)  Absent of a lower amount that you are obligated to accept as payment in full, the amount of your actual charges is used."


EXAMPLE 1:  Primary Payer's Payment Is Less Than Unmet Deductible


Outpatient services were furnished to a Medicare beneficiary for which covered charges were $120. No part of the beneficiary's $100 Part B deductible had been met.  The primary payer paid $97 for Medicare covered services as determined in subsection B2.  The current Medicare interim payment (without regard to the deductible or coinsurance) for these services at 95 percent of charges (the provider's interim rate) is $114.  As secondary payer, Medicare pays the lowest of:
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o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $114 - $97 = $17;


o
The current Medicare interim payment (without regard to deductible or coinsurance) minus the applicable deductible and coinsurance:  $114 - $100 - $4* = $10;


o
The provider's charges minus the primary payer's payment: $120 - $97 = $23; or


o
The provider's charges minus the applicable Medicare deductible and coinsurance: $120 - $100 - $4* = $16.


*The coinsurance is calculated as follows:


$120 charges - $100 deductible = $20 x 20% = $4 coinsurance.


Medicare pays $10.  The beneficiary's liability is $7 ($3 of the deductible and the $4 coinsurance). The beneficiary's $100 deductible is satisfied:  $97 by the primary payer's payment and $3 by the beneficiary. 


EXAMPLE 2:  Primary Payer's Payment Is More Than Unmet Deductible


Same facts as in Example 1 except the primary payer's payment for Medicare covered services is $105.


As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment:  $114 - $105 = $9;


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare deductible and coinsurance:  $114 - $100 - $4* = $10;


o
The provider's charges minus the primary payer's payment: $120 - $105 = $15; or


o
The provider's charges minus the applicable Medicare deductible and coinsurance: $120 - $100 - $4* = $16.


*See Example (1) for coinsurance calculation.


Medicare pays $9.  You may not charge the beneficiary since the deductible and coinsurance were met by the primary payer's payment.
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EXAMPLE 3:  Primary Payer's Payment Equals Unmet Deductible


Same facts as in Example (1) except the primary payer's payment for Medicare covered services is $100.


As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to deductible or coinsurance) minus the primary payer's payment: $114 - $100 = $14;


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare deductible and coinsurance:  $114 - $100 - $4* = $10;


o
The provider's charges minus the primary payer's payment: $120 - $100 = $20; or


o
The provider's charges minus the applicable Medicare deductible and coinsurance: $120 - $100 - $4* = $16.


(*See Example 1 for coinsurance calculation.)


Medicare pays $10.  You may bill the beneficiary $4 for coinsurance.  The $100 deductible is satisfied by the primary payer's payment.  


EXAMPLE 4:  Deductible Met Prior To Primary Payer's Payment


Same facts as in Example (1) except the deductible has been met.


As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $114 - $97 = $17;


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare coinsurance:  $114 - $24* = $90;


o
The provider's charges minus the primary payer's payment: $120 - $97 = $23; or


o
The provider's charges minus the applicable coinsurance: $120 - $24* = $96.


*The coinsurance is calculated as follows:


$120 charges x 20% = $24 coinsurance.


Medicare pays $17.  You may not charge the beneficiary since the coinsurance is satisfied by the primary payer's payment.
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EXAMPLE 5:  Amount Provider Accepted Less Than Charges


Outpatient services were furnished to a Medicare beneficiary for which covered charges were $450, and the current Medicare interim payment amount (without regard to the deductible and coinsurance) was $400.  The provider agreed to accept $350 from the primary payer.  The primary payer paid $300 due to a deductible requirement under its plan.  The amount the provider is obligated to accept as payment in full ($350) is considered by Medicare to be the provider's charges in this situation.  As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $400 - $100 = $100;


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare deductible and coinsurance: $400 -$100 = $300 - $70* = $230;


o
The provider's charges minus the primary payer's payment: $350 - $300 = $50; or


o
The provider's charges minus the applicable deductible and coinsurance: $350 - $100 = $250 - $70* = $80.


*The coinsurance is calculated as follows:


o
$450 charges - $100 deductible = $350 x 20 percent = $70 coinsurance.


Medicare pays $50.  You may not charge the beneficiary since Medicare deductible and coinsurance were satisfied by the primary payer's payment.  


EXAMPLE 6: Composite Rate


An ESRD beneficiary received eight dialysis treatments for which a facility charged $160 per treatment for a total of $1,280.  No part of the beneficiary's $100 Part B deductible had been met.  The primary payer paid $1,024 for Medicare covered services.  The composite rate per dialysis treatment at this facility is $131 or $1,084 for 8 treatments. As secondary payer, Medicare pays the lowest of:


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the primary payer's payment: $1,048 - $1,024 = $24;


o
The current Medicare interim payment (without regard to the deductible or coinsurance) minus the applicable Medicare deductible and coinsurance: $1,048 - $100 - *$189.60 = $758.40;


o
The provider's charges minus the primary payer's payment: $1,280 - $1,024 = $256; or


o
The provider's charges minus the applicable deductible and coinsurance: $1,280 - $100 - *$189.60 = $990.40.


*The coinsurance is calculated as follows:


o
$1,048 composite rate - $100 deductible = $948 x 20% = $189.60 coinsurance.
Rev. 656
4-659

472.2 (Cont.)
BILLING PROCEDURES
11-93

Medicare pays $24.  You may not charge the beneficiary since the beneficiary's Medicare deductible and coinsurance were satisfied by the primary payer's payment.  


EXAMPLE 7: Composite Rate


An individual received 12 peritoneal dialysis treatments over a one month period for which an independent facility charged $150 per treatment.  The facility bills on a monthly basis and its per treatment composite rate is $130 ($1,560 for 12 treatments).  The facility also billed the individual separately for billable parenteral items for which it charged $45.  The Medicare reasonable charge for these services is $36.  The beneficiary's $100 Part B deductible was previously met.  The primary payer paid 80 percent of the facility's charges or $1,476 for Medicare covered services.  As secondary payer, Medicare pays the lowest of:


    o     The composite rate plus the Medicare reasonable charge for the separately billable services (without regard to the deductible or coinsurance) minus the primary payer's payment: $1,560 + $36 = $1,596 - $1,476 = $120;


    o     The composite rate plus the Medicare reasonable charge for the separately billable services (without regard to the deductible or coinsurance) minus the applicable coinsurance: $1,560 + $36 = $1,596 - $319.20* = $1,276.80;


    o     The provider's charges minus the primary payer's payment: $1,800 + $45 = $1,845 - $1,475 = $369; or



  o

The provider's charges minus the applicable coinsurance: $1,800 + $45 = $1,845 -$319.20* = $1,525.80.


*The coinsurance is calculated as follows:


$1,596 composite rate x 20% = $319.20 coinsurance.


Medicare pays $120.  You may not charge the beneficiary since the coinsurance was met by the primary payer's payment.


4.
Special Entries on the Bill.--Show the identifying information in Items 57-75 on the first payer line.  The appropriate primary payer value code with the amount paid is shown in value codes (Items 46-49).  The amount you are obligated to accept as payment in full from the primary payer when the primary payer pays a lesser amount is shown in value code 44 (Items 46-49). The address of the primary payer is shown in Item 34 or Remarks (Item 94).  If the primary payer is an EGHP for an ESRD beneficiary, enter occurrence code 33 and the first day of the first month of the Medicare coordination period in Items 28-32.  In addition, enter the appropriate occurrence/condition codes.  (See §460, Items 28-30 and 35-39 for these codes.)
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472.3
Denials and Conditional Payments in MSP Situations.--The following sections describe appropriate actions to take where a primary payer denies a claim for primary benefits. They also describe situations where conditional payments are payable.


A.
No-Fault Insurer Does Not Make Payment.--If services furnished are related to an accident and the no-fault insurer has been billed but does not make payment, e.g., the services are not covered under automobile medical or no-fault insurance or the individual's insurance coverage expired, bill Medicare as usual.  In addition, show the proper occurrence code as indicated below in Items 28-32. Complete occurrence code 24 to show the date the other payer denied the claim, and enter the reason for denial in Remarks (Item 94).


01 - Auto Accident

02 - No-fault Insurance Involved 


When conditions described in §262.11D are met, your intermediary pays conditional primary benefits.  Complete Items 46-49 (value codes) with value code 14 and zero value to indicate the type of other insurer and that conditional payment is requested.  Identify the other payer on line A of Item 57 and enter on line A of Items 65-68 other identifying information about the insured.  Enter the proper occurrence code, as shown above in Items 28-32, and the address of the insurer in Item 34 or Remarks (Item 94).  Explain why the conditional payment is justified in Remarks (Item 94).


B.
WC Conditional Payments.--Conditional Medicare benefits may be paid when:


o
The beneficiary has filed a claim with the WC carrier, and you determine the carrier does not pay promptly (i.e., within 120 days of receipt of the claim) for any reason except when the W/C carrier claims that its benefits are only secondary to Medicare; or


o
The beneficiary because of physical or mental incapacity failed to meet a claim filing requirement of the WC carrier.


Request conditional payment by entering occurrence code 04 and the associated date in Items 28-32 and condition code 02 in Items 35-39.  Show value code l5 with zero value in Items (46-49) to indicate the type of other insurer and that conditional payment is requested.  Identify the other payer on line A of Item 57, and enter on line A of Items 65-68 other identifying information about the insured.  Enter the address of the WC plan in Item 34 or Remarks (Item 94).  In addition, provide an explanation of why the conditional payment is justified in Remarks (Item 94).

C.
Conditional Liability Claims.--If the services are related to an accident and there is no potential primary payer other than a liability insurer, you may bill Medicare for conditional primary payments.  Complete the bill in accordance with the last paragraph of subsection A.  (See §262 for an explanation of policy and procedures for liability claims.)
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D.
ESRD-EGHP Denies Claim for Primary Benefits.--Primary Medicare benefits may be paid (if the beneficiary is not appealing the ESRD-EGHP denial) when an ESRD-EGHP denies a claim for primary benefits because:


o
For beneficiaries 65 and older, the beneficiary is not in a Medicare coordination period;


o
The beneficiary is not entitled to benefits under the plan; 


o
Benefits under the ESRD-EGHP are exhausted for the services

involved; or


o
The services are not covered by the ESRD-EGHP.


Where an ESRD-EGHP denies payment for any of the reasons listed, enter occurrence code 24 (insurance denied) and the date of denial in Items 28-32 (occurrence codes).  In addition, provide a reason for the denial in Remarks (Item 94).  Your intermediary processes the claim for payment.


If an ESRD-EGHP denies a claim for primary benefits on the grounds that the services are not covered by the plan and your intermediary has reason to believe that the plan does cover the services, Medicare conditional or primary benefits may not be paid.  The claim is denied.  If a plan offers only secondary coverage of services covered by Medicare, conditional primary benefits may not be paid. If the ESRD-EGHP has denied the claim because the plan provides only secondary coverage, Medicare primary benefits may not be paid.  Enter occurrence code 24 (insurance denied) and the date of denial in Items 28-32 (occurrence codes).  In addition, enter the annotation "Plan indicates services are not covered (and reason)" or "Plan offers only secondary coverage of services covered by Medicare," as appropriate, in Remarks (Item 94).  


E.
ESRD-EGHP Conditional Payments.--Except for the situations described below, Medicare may make a conditional primary payment where:


o
You filed a proper claim under the employer plan, and the plan denied the claim in whole or in part; or


o
You failed to file a proper claim because of mental or physical incapacity of the beneficiary.


Medicare does not make conditional primary payments where the claim is denied because:


o
It is alleged that the employer plan is secondary to Medicare;


o
The employer plan limits its payments when the individual is entitled to Medicare; or


o
You failed to file a proper claim for any reason other than the physical or mental incapacity of the beneficiary.


Medicare also does not make conditional primary payments when the employer plan fails to furnish information that is requested by HCFA and that is necessary to determine whether the employer plan is primary to Medicare.


Request conditional primary payment by entering value code 13 with zero value in Items 46-49 to indicate the type of other insurer and that conditional payment is requested and occurrence code 24 (insurance denied) and date of 
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denial in Items 28-32 (occurrence codes).  Enter the identity of the ESRD-EGHP on line A of Item 57, any identifying information about the insured on line A of Items 65-75, and the address of the ESRD-EGHP in Item 34 or Remarks (Item 94).  In addition, enter annotation "Beneficiary has appealed or is protesting ESRD-EGHP denial" or "Time limit for filing the claim with the ESRD-EGHP has expired", as appropriate in Remarks (Item 94).  


F.
EGHP-LGHP Denies Claim for Primary Benefits.--Primary Medicare benefits may be paid (if the beneficiary is not appealing the EGHP/LGHP denial) when an EGHP/LGHP denies a claim for primary benefits because:


o
The beneficiary is age 65 or over and is enrolled in a single employer plan of an employee who does not employ 20 or more employees; 


o
The beneficiary is under age 65 and disabled, the employer does not employ 100 or more employees, and the employer is not a member of a multiple employer LGHP which has at least one employer that employs 100 or more employees;


o
The beneficiary is age 65 or over and is enrolled in a multi-employer plan by virtue of employment with an employer that does not employ 20 or more employees and the plan has elected the small employer exception;


o
The beneficiary is not entitled to benefits under the plan on the basis of rules that apply equally to all employees without regard to age or Medicare entitlement;


o
Benefits under the EGHP or LGHP are exhausted for the services involved; or


o
The services are not covered by the EGHP or LGHP.


Where an EGHP or LGHP denies payment for any of the reasons listed, enter occurrence code 24 (insurance denied) and the date of denial in Items 28-32 (occurrence codes).  In addition, provide a reason for the denial in Remarks (Item 94).  Your intermediary processes the claim for payment.


If an EGHP or LGHP denies a claim for primary benefits because the plan offers only secondary coverage of services covered by Medicare and it does not allege and you do not know that the employer has fewer than 20 employees, or 100 employees in the case of disabled beneficiaries, Medicare benefits may not be paid (primary or conditional).  The claim is denied unless the EGHP/LGHP or you allege that the employee has fewer than 20 or 100 employees, as appropriate. Enter occurrence code 24 (insurance denied) and the date of denial in Items 28-32 (occurrence codes).  In addition, enter the annotation "Plan offers secondary coverage of services covered by Medicare."  Your intermediary develops to determine if payment can be made.  If it is determined that the EGHP or LGHP employs 20 or 100 more employees, your intermediary denies the claim. Otherwise payment is made.  If the EGHP alleges, or you have documentation that the employer has fewer than 20 employees (or 100 employees in the case of disabled beneficiaries), primary Medicare benefits may be paid.  Enter the annotation "Plan offers only secondary coverage of services covered by Medicare/EGHP or LGHP has fewer than 20 or 100 employees" in Remarks (Item 94) to avoid development of the claim by your intermediary.
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G.
EGHP or LGHP Conditional Payments.--Except for the situations described below, Medicare makes conditional primary payment where:


o
You failed to file a proper claim under the plan and the plan denies the claim in whole or in part; or


o
You failed to file a proper claim because of the physical or mental incapacity of the beneficiary.


Medicare does not make conditional primary payments where the claim is denied because:


o
It is alleged that the plan is secondary to Medicare;


o
The plan limits its payments when the individual is entitled to Medicare;


o
The services are covered under the EGHP for younger employees and spouses but not for employees and spouses age 65 or over; or


o
You failed to file a proper claim for any reason other than the physical or mental incapacity of the beneficiary.


Except for disability cases, Medicare also does not make conditional primary payments where the plan fails to furnish information that is requested by HCFA and that is necessary to determine whether the plan is primary to Medicare.


Request conditional primary payment by entering value code 12 or 43 with zero value in Items 46-49 value codes to indicate the type of other insurer and that conditional payment is requested, and enter occurrence code 24 (insurance denied) and date of denial in Items 28-32 (occurrence codes).  Enter the identity of the EGHP or LGHP on line A of Item 57, any identifying information about the insured on line A of Items 65-75, and the address of the EGHP or LGHP is in Item 34 or Remarks (Item 94).  In addition, enter the annotation "Beneficiary has appealed or is protesting EGHP or LGHP denial" in Remarks (Item 94).
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473.
HOW TO DETERMINE CURRENT MEDICARE INTERIM PAYMENT AMOUNT 

To determine the current Medicare interim payment amount, use the following guidelines before adjustment for the other insurance payment:

o
Per diem payment - Multiply the per diem interim rate times the number of covered days. Do not make any reduction for the deductible or coinsurance.

o
Percentage of billed charges - Multiply the current percentage of charges used for your interim rate by the total covered charges.  Do not make any reduction for the deductible or coinsurance.

o
Periodic Interim Payments (PIP) - Determine a gross per diem (without reduction for deductible or coinsurance) based upon your current PIP amount.  (See PRM §§2407ff.)  Multiply this amount by the number of covered days.

Your intermediary can advise you of the applicable per diem or percentage rates and of any changes.

If you are not on PIP, your interim payment on a bill-by-bill basis is eliminated or reduced.  (See §§472ff.)

If you are on PIP, a reduction in your interim payment received through PIP is necessary.  Where Medicare is determined not to have any liability, your PIP is reduced to reflect that no interim payment is due.  Where Medicare is determined to be secondarily liable (See §§472ff.), your PIP amount will be reduced to reflect any excess of the primary payment over the applicable deductible and coinsurance.

Any reduction in your PIP amount may be accomplished by your intermediary offsetting against the next payment or by taking estimated deductions into account in establishing the PIP amount.

NOTE:
No reduction is made to your PIP amount with regard to conditional payments since, in these situations, payment is made, although conditionally, as if Medicare were fully liable for the stay.
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474.
BENEFITS EXHAUSTED SITUATIONS WHEN MEDICARE IS SECONDARY PAYER FOR REASONABLE COST HOSPITALS

If Medicare has secondary liability for an inpatient stay, services that would otherwise not be covered because the beneficiary had exhausted benefits may be covered after the impact of the primary payment on utilization is determined.  Since the primary payment extends the covered portion of the beneficiary's stay, it effects Medicare covered charges in situations where benefits are exhausted.  At the same time, the ratio of Medicare covered charges to total charges is used to determine the portion of the primary payment that is allocated to Medicare covered services.  The primary payment's effect upon Medicare covered services is taken into account before allocating the primary payment.

To determine Medicare covered charges in benefits exhausted situations in other than a PPS hospital, proceed as in the example below.  For PPS hospitals, see §475.

            EXAMPLE

Facts:

Total Charges


$ 5,000

Medicare Covered Charges (without regard

to benefits exhausted)
$ 4,500

Medicare Covered Charges for Days 1-7
$ 3,000

Primary Payment (unallocated)
$ 3,000

Remaining Benefit Days
          3

Covered Medicare Days (without regard to

benefits exhausted)

        10

Current Medicare Per Diem Interim
$    480

Payment Rate

Steps:
 1.
Determine what the current Medicare interim payment would be

if benefits were not exhausted (and no primary payments were involved).

EXAMPLE:  $480 X 10 days = $4,800
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2.
Determine the amount of the primary payment that would apply to Medicare services if benefits were not exhausted.

o
If the primary payer's allocation can be determined, use it.

EXAMPLE:  Not applicable

o
If the primary payer's allocation cannot be determined, apply a ratio of Medicare covered charges (without regard to benefits exhausted) to total charges for the stay to the total primary payment to determine the portion that would be attributable to Medicare.

EXAMPLE:

$4,500 X $3,000 = $2,700


$5,000

3.
Determine the Medicare secondary payment that would be made in the absence of benefits exhausted (without regard to deductible or coinsurance) by subtracting Step 2 from Step 1.

EXAMPLE:

$4,800 - $2,700 = $2,100

4.
Determine the benefit days that would be chargeable absent benefits exhausted by applying a ratio of Step 3 to Step 1 to the number of Medicare covered days without regard to benefits exhausted.

EXAMPLE:

$2,100

$4,800 X 10 = 4.375

5.
Determine the number of days for which benefits are actually available.

EXAMPLE:

3 days

6.
If the number of days in Step 5 is greater than the number of days in Step 4, the primary payment extends Medicare coverage over the entire stay so that the case no longer involves benefits exhaustion. All otherwise covered days and charges are reported as covered for statistical and payment purposes.  The amount in Step 3 is the Medicare secondary payment (without regard to deductible or coinsurance) and the number of days determined in Step 4 are charged to the beneficiary's utilization record.

EXAMPLE:  Not applicable since Step 5 is less than Step 4.

7.
If the number of days in Step 5 is less than the number of days in Step 4, the beneficiary does not have sufficient benefit days available to cover the entire stay.  Proceed as follows in this situation:

o
Charge the days in Step 5 to the beneficiary's utilization record.

EXAMPLE:  3 days
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o
Multiply the number of Medicare covered days without regard to benefits exhausted by the ratio of the number of days in Step 5 to the number of days in Step 4 to determine the days recorded as covered for statistical purposes.

EXAMPLE:
  3   
4.375 X 10 = 6.86 = 7 days

Charges for days 1-7 would be shown as covered on the bill.  Charges for days 8-10 would be reported as noncovered.

o
Redetermine the allocation of the primary payer's payment for covered services based on the revised Medicare covered charges.

EXAMPLE:
$3,000
$5,000 X $3,000 = $1,800

o
Determine Medicare current interim payment for days recorded as covered for statistical purposes.

EXAMPLE:
$480 X 7 days = $3,360

o
Determine Medicare's secondary payment.

EXAMPLE:
$3,360 - $1,800 = $1,560
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475.
BILL PREPARATION FOR HOSPITALS ON PROSPECTIVE PAYMENT WHEN MEDICARE IS SECONDARY PAYER


A.
General.--Instructions for bill preparation of claims in which Medicare is secondary payer are provided in §§472-474.  The following instructions apply to services furnished by hospitals under PPS for all MSP provisions.


1.
Determining the Medicare Payment Rate.--The Medicare payment rate is the amount Medicare would otherwise pay under PPS on an interim basis.  It consists of the total prospective payment amount for the discharge and interim payments for those items that are paid retroactively. It is determined without regard to any deductible or coinsurance.  The amount is computed in the same manner for PIP and non-PIP hospitals and is the sum of:


o
The total prospective payment amount, as determined by Pricer, including payment for the DRG and outlier payments, adjustments for hospitals serving a disproportionate share of low-income patients, indirect medical education, payment for the hemophilia clotting factors for June 19, 1990, to December 19, 1991, and for cost reporting periods beginning on or after October 1, 1991, inpatient capital payment; 


o
Payment for direct graduate education activities, for cost reporting periods beginning on or after July 1, 1985; and


o
A per diem payment for those items that are paid on a reasonable cost basis.  See PRM §2405.2 for cost elements to be included in the payment.  For cost reporting periods beginning on or after July 1, 1985, direct graduate medical education activities are no longer paid on a reasonable cost basis.  Divide estimated payable costs for the current year by estimated Medicare days to compute a per diem rate.  Multiply the per diem rate by the number of days in the stay for which benefits are payable.  Since the basic prospective payment is payable if a beneficiary has at least one covered day in the stay, payable days may exceed covered days if there are nonoutlier days before entitlement or after benefits are exhausted.


2.
Determining Amount of Primary Payer Payment That Applies to Medicare Covered Services.--Where you can determine the primary payer's allocation of its payment between covered and noncovered Medicare services, indicate the amount paid by the primary payer toward Medicare covered services in value codes (Items 46-49).  Where you cannot determine the services covered by the primary payment, apply a ratio of Medicare covered charges to total charges for the stay to the primary payment amount to determine the portion attributable to Medicare covered services.  Enter this amount in value codes (Items 46-49).  Treat all services (other than those for which the beneficiary may be charged, such as a private room that is not medically necessary) furnished on any day for which benefits are payable as covered.


If a benefit exhausted case is also a day outlier, Medicare covered charges cannot be determined until the impact of the primary payment on utilization is determined.  See A4 for determining covered charges in this situation.


3.
Effect of Primary Payment on Part A Utilization and Coinsurance.--If the primary payer's payment is less than the Medicare payment rate, the beneficiary is charged utilization and coinsurance as follows:
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o
If the primary payer pays an amount for Medicare covered services that is equal to or less than the deductible and coinsurance that would apply if Medicare was the primary payer, full utilization is charged.  Therefore, coinsurance is determined in the usual manner.

o
If the primary payer pays an amount for Medicare covered services that is more than the deductible and coinsurance that would apply if Medicare was the primary payer, utilization is charged only to the extent that Medicare paid for the services.  Follow the procedures below for determining utilization chargeable.  Calculate coinsurance on the basis of the adjusted utilization.

Charge utilization as follows:


o
Determine the Medicare secondary payment amount in accordance with §472.1.B;


o
Divide this amount by the amount Medicare would have paid as primary payer (the Medicare payment rate reduced by any deductible and coinsurance); and
o
Multiply this percentage by the number of payable days in the stay.

A partial day resulting from this calculation is not charged as a full day if it is less than half of a day. It is charged as a full day if it is a half of day or more.  Where the number of payable days in the stay exceed the number of days for which benefits are available (e.g., benefits are exhausted during the nonoutlier portion of the stay), the number of utilization days charged may not exceed the actual days available.  If regular benefit days are exhausted during the basic portion of the stay and lifetime days are used for the outlier portion of the stay, separately compute the chargeable days for each portion of the stay.  See Subsection 4 to determine the impact of the primary payment upon utilization days in benefits exhausted situations involving a day outlier case.

EXAMPLE 1:

A beneficiary enters the hospital with two lifetime reserve days (LTR) remaining and elects to use them.  The beneficiary is discharged after 15 days before the outlier threshold is reached.  The Medicare payment rate is $5,000.  The primary payer amount for Medicare covered services is $3,000.  The applicable coinsurance amount is $492 (2 LTR days at $246 a day).  Medicare would have paid $4,508 as primary payer ($5,000 -$492).

Medicare secondary liability = $5,000 - $3,000 = $2,000

Utilization days potentially chargeable = $2,000 X 15 days = 7 days

                $4,508

In this case, only the actual days of coverage in the stay, or two days, is charged for utilization purposes.
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EXAMPLE 2:

A beneficiary enters the hospital with two regular coinsurance days remaining and is discharged after 15 days.  The outlier threshold is 10 days, and the beneficiary elects to use LTR days for the outlier portion of the stay.  The primary payer amount for Medicare covered services (i.e., the entire stay) was $3,000.  The Medicare payment rate is $5,000.  The applicable coinsurance amount is $l,476 (2 coinsurance days at $l23 a day and 5 LTR days at $246 a day).  Medicare would have paid $3,524 as primary payer ($5,000 - $l,476).

Medicare secondary liability = $5,000 - $3,000 = $2,000

Regular benefit days chargeable =

$2,000 X 10 days in basic portion of stay = 6 days

$3,524

The beneficiary is charged 2 coinsurance days, since only 2 days were available.

Lifetime reserve days chargeable =

$2,000 X 5 days in outlier portion of stay = 3 days

$3,524

The beneficiary is charged for 3 lifetime reserve days and coinsurance is determined on this basis.

EXAMPLE 3:

Same facts as Example 2 except that the beneficiary enters the hospital with 7 regular coinsurance days remaining.  Six regular coinsurance days would be chargeable for the basic portion of the stay. For the outlier portion of the stay, one coinsurance day and two lifetime reserve days are chargeable.

NOTE:
For additional utilization examples see §472.1.B.3.  These examples apply to reasonable cost providers and not to PPS hospitals.  Therefore, when utilizing the examples in §472.1.B.3, insert the term "Total prospective payment" in place of the term "current Medicare interim payment amount" wherever it appears.

4.
Benefits Exhausted Situations Involving a Day Outlier.--If Medicare has secondary liability for an inpatient stay, outlier days that would otherwise not be covered because the beneficiary had exhausted benefits may be covered after the impact of the primary payment on utilization is determined.  In these situations, the primary payment effects Medicare covered charges. Since the primary payment is allocated to Medicare based upon a ratio of Medicare covered charges to total charges, take into account the primary payment's effect on Medicare covered charges before allocating the primary payment.
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To determine Medicare covered charges in benefits exhausted situation involving a day outlier, proceed as in the following example:


EXAMPLE
Facts:

Total Charges


$ 5,000

Medicare Covered Charges (without regard

to benefits exhausted)
$ 4,500

Medicare Covered Charges for Day 1-7
$ 3,000

Primary Payment (unallocated)
$ 3,000

Remaining Benefit Days
          3

Covered Medicare Days (without regard to

benefits exhausted)

        10

Medicare Payment Rate (without

regard to benefits exhausted)
$ 4,800

Medicare Payment Rate Days 1-7
$ 4,000

Steps:1.
Determine what the current Medicare payment rate would be if benefits were not exhausted (and no primary payments were involved).

EXAMPLE: $4,800

2.
Determine the amount of the primary payment that would apply to Medicare covered services if benefits were not exhausted.

o
If the primary payer's allocation can be determined, use it.

EXAMPLE: Not applicable

o
If the primary payer's allocation cannot be determined, apply a ratio of Medicare covered charges (without regard to benefits exhausted) to total charges for the stay to the total primary payment to determine the portion that would be attributable to Medicare.

EXAMPLE:  $4,500 X $3,000 = $2,700

              $5,000
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3.
Determine the Medicare secondary payment that would be made in the absence of benefits exhausted (without regard to deductible or coinsurance) by subtracting Step 2 from Step 1.

EXAMPLE: 
$4,800 - $2,700 = $2,100

4.
Determine the benefit days that would be chargeable absent benefits exhausted by applying a ratio of Step 3 to Step 1 to the number of Medicare covered days without regard to benefits exhausted.

EXAMPLE:

$2,100

$4,800  X 10 = 4.375

5.
Determine the number of days for which benefits are available.

EXAMPLE: 
3 days.

6.
If the number of days in Step 5 is greater than the number of days in Step 4, the primary payment extends Medicare coverage over the entire stay so that the case no longer involves benefits exhaustion.  All otherwise covered days and charges are reported as covered for statistical and payment purposes.  The amount in Step 3 is the Medicare secondary payment (without regard to any deductible or coinsurance) and the number of days determined in Step 4 are charged to the beneficiary's utilization record.

EXAMPLE:  
Not applicable since Step 5 is less than Step 4

7.
If the number of days in Step 5 is less than the number of days in Step 4; the beneficiary does not have sufficient benefit days available to cover the entire stay. Proceed as follows:

o
Charge the days in Step 5 to the beneficiary's Medicare utilization record.   

EXAMPLE:  
3 days.

o
Multiply the number of Medicare covered days without regard to benefits exhausted by the ratio of the number of days in Step 5 to the number of days in Step 4.

The number of days and related charges recorded as covered for statistical and payment purposes will be the greater of the number of days computed in this step or the number of days in the nonoutlier portion of the stay.

EXAMPLE:   
3       
         

4.375 X 10 = 6.86 = 7 days
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If the outlier threshold was fewer than 7 days, charges for days 1-7 would be recorded as covered. If the outlier threshold was 7 days or more, charges for (the nonoutlier portion of the stay) would be recorded as covered.  Since the outlier threshold is 5 days in this example, 7 days would be considered covered, and the charges for days 1-7 would be reported as covered for statistical and payment purposes.

o
Redetermine the allocation of the primary payer's payment for covered services based on the revised Medicare covered charges.

EXAMPLE:
$3,000
$5,000  X $3,000 = $1,800

o
Determine the Medicare payment rate for days recorded as covered for statistical purposes.

EXAMPLE:
$4,000

o
Determine Medicare's secondary payment.

EXAMPLE:  $4,000 - 1,800 = $2,200

B.
Full Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection A.2) equals or exceeds your full charges for those services or the Medicare payment rate (without regard to deductible or coinsurance) or you accept, or are obligated to accept, the primary payment as payment in full for the services, and you receive this amount, no payment is due from  Medicare and no utilization is charged to the beneficiary.


Submit a nonpayment bill in accordance with §472.1.A as appropriate.


C.
Partial Payment by Primary Payer.--If the payment by the primary payer for Medicare covered services (as determined by the formula in subsection A.2) is less than your full charges for those services or the Medicare payment rate (without regard to deductible or coinsurance) and you do not accept, and are not obligated to accept, the primary payment as payment in full, prepare the bill in accordance with §§472.1.B.1,1.B.2, 1.B.4 and 1.B.7 as appropriate.  


D.
Determining the Amount of Medicare Payment.--The Medicare secondary payment is the lowest of:


o
The total prospective payment amount, as defined in subsection A1, minus the amount paid by the primary payer for Medicare covered service;


o
The total prospective payment amount, as defined in subsection A1, minus any applicable Medicare deductible and/or coinsurance amounts;


o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus the amount paid by the primary payer for Medicare covered services; or
4-680
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o
Your charges (or the amount you are obligated to accept as payment in full when the primary payer pays a lesser amount) minus any applicable Medicare deductible and/or coinsurance amounts.


In this case, see below for instructions on how to apply the primary payment amount or deductibles and coinsurance.  Determine the applicable Medicare deductible and coinsurance amount under the usual rules.


NOTE:
"When the primary payer pays less than actual charges (e.g., under the terms of a preferred provider agreement) and less than the amount you are obligated to accept as payment in full (e.g., because of imposition of a primary payer deductible and/or co-payment, but not because of failure to file a proper claim), Medicare uses the amount you are obligated to accept as payment in full in its payment calculation.  In such cases, report in value code 44 the amount you are obligated to accept as payment in full.  Medicare considers this amount to be your charges.  (See Example 3 in §472.1.B.5.)  Absent a lower amount that your are obligated to accept as payment in full, the amount of your actual charges is used."


The beneficiary has no liability for Medicare covered services if the primary payment is greater than the applicable Medicare deductible and coinsurance amounts.  Otherwise, limit the beneficiary's liability to the applicable Medicare deductible and coinsurance amounts less the primary payment.


Prepare the bill in accordance with §472.1.B as appropriate.  For hospitals not on PIP the greater of the primary payment or the applicable Medicare deductible and coinsurance amount is subtracted from the lower of the total prospective payment amount or the charges for the beneficiary's stay.  If the applicable Medicare deductible and coinsurance or primary payment amount exceeds the total prospective payment amount, the excess is subtracted from the prospective payments due you for other discharges.  Biweekly payments for the indirect costs of medical education and for those items that are paid on a reasonable cost basis are not adjusted as a result of primary payment amounts.  Biweekly payments is the method by which these amounts are paid on an interim basis for both PPS-PIP, and PPS non-PIP hospitals. (See PRM Part I, §§2405.2 and 2405.3.)  A primary payment amount in excess of the total prospective payment amount for a particular discharge need not be identified to and subtracted from the biweekly payments because your cost report provides for subtraction of total primary payments from the aggregate of all Medicare payments otherwise due you.


For hospitals on PIP (See PRM Part I, §2405.1.b), the PIP amount for prospective payments will be reduced to reflect any excess of the primary payment amount over the applicable deductible and coinsurance amount.  Any reduction in PIP payments are accomplished by offsetting against the next payment or by taking estimated reductions into account in establishing the PIP payment level.  All adjustments resulting from primary payer amounts are reflected only in the PIP payment level.  As with non-PIP hospitals, biweekly payments are not adjusted for amounts addressed in subsection A1. 

NOTE:
No reduction is made to the PIP amount with regard to conditional payments since in these situations payment is made, although conditionally, as if Medicare were fully liable for the stay.
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476.
DEDUCTIBLE AND/OR COINSURANCE RATES APPLICABLE ON MSP CLAIMS WHEN AN INPATIENT STAY SPANS TWO CALENDAR YEARS

Where Medicare is secondarily liable because another payer primary to Medicare has made payment on an inpatient claim and the stay spans two calendar years, bill the deductible and/or coinsurance rate applicable to the year in which Medicare utilization is charged.  Medicare utilization (calculated in accordance with §§471.B.3 and 475.A.3) is charged beginning with the first day of the stay.  This rule applies even though the primary payer paid for only a specified number of days of a stay, e.g., the primary payer's plan covers the first 20 days of a 30 day stay.  

Where Medicare utilization involves coinsurance days spanning two calendar years, bill coinsurance for each coinsurance day in accordance with the applicable coinsurance rate for the year in which the day was used.  Use value codes 09 and 11, form locators 46 through 49, to show specific coinsurance amounts.

EXAMPLE 1:

A beneficiary is in a new benefit period and was admitted to the hospital on December 15, 1992, and discharged on January 14, 1993.  An insurer primary to Medicare paid the first 20 days of the stay. Bill $652 deductible (the applicable deductible for the first year in which Medicare utilization is charged).


EXAMPLE 2:


A beneficiary was admitted to the hospital on December 15, 1992, and discharged on January 14, 1993.  Only coinsurance days were available.  An insurer primary to Medicare paid the first 20 days of the stay.  After performing the utilization calculation, you determined the beneficiary can be charged with 10 days utilization (December 15 through December 24).  Bill 10 days coinsurance at the 1992 rate ($163 x 10 = $1,630).  The coinsurance amount is based upon the inpatient hospital deductible for the year in which days are used.


EXAMPLE 3:


A beneficiary was admitted to the hospital on December 25, 1992, and discharged on January 24, 1993.  Only coinsurance days were available.  An insurer primary to Medicare paid the first 20 days of the stay.  After performing the utilization calculation, you determined the beneficiary can be charged with 10 days utilization (December 25, 1992 through January 3, 1993).  Bill 7 days coinsurance at the 1992 rate ($163 x 7 = $1,141) and 3 days coinsurance at the 1993 rate ($169 x 3 = $507).  The coinsurance amount is based upon the inpatient hospital deductible for the year in which days are utilized.  Report the data on the HCFA-1450 as follows:


Value Code 09 Medicare Coinsurance Amount in First Calendar Year
$1,141.00

Value Code 11 Medicare Coinsurance Amount in Second Calendar Year
$   507.00

Form Locator 25 Coinsurance Days
10

Form Locator 61 Coinsurance Amount
$1,648.00
Rev. 656
4-693

11-93
BILLING PROCEDURES
477

477.
MSP OUTPATIENT CLAIMS INVOLVING LABORATORY CHARGES PAID BY FEE SCHEDULE

A.
General.--The following procedure describes how to prorate primary payments for MSP outpatient claims which include charges for clinical diagnostic laboratory services (paid on the basis of 100 percent of a fee schedule) and charges for non-laboratory services (subject to the regular deductible and coinsurance requirement) when a primary payer pays in part for the services without designating how much of its payment is for each type of service.

B.
Prorating Primary Payment.--Prorate the undesignated primary payer's payment for Medicare covered services by applying a ratio of this payment between laboratory and non-laboratory charges on the bill to determine what portion of the primary payer's payment is attributable to the non-laboratory charges.

NOTE:
This ratio is based upon Medicare billed charges, not Medicare's payment under the fee schedule.

C.
Calculation of Deductible and Coinsurance.--Deductible and coinsurance are calculated in the usual manner after applying the primary payer's payment allocated for non-laboratory services (as determined in subsection B).  See examples below for calculation of coinsurance.

EXAMPLE I - DEDUCTIBLE PREVIOUSLY MET

Outpatient services were furnished to a Medicare beneficiary for which you billed $100 for laboratory services and $200 for emergency room services.  The laboratory fee schedule amount for the $100 laboratory services is $70.  The beneficiary's Part B deductible was previously met.  The primary payer paid $150 for Medicare covered services without designating what portion of its payment was for each type of service.  Since the ratio of laboratory charges to non-laboratory charges is $100/$200, divide the primary payer's payment of $150 into two amounts based upon the same ratio:  $100/$200 = $50/$100.  Apply $50 of the primary payer's payment to the $70 lab fee schedule amount and the remaining $100 to the $200 in non-laboratory charges (emergency room services). Calculate the coinsurance in the usual manner based upon the $200 non-laboratory charges.  You may not charge the beneficiary for coinsurance since the primary payment of $100 allocated to non-laboratory charges is greater than the $40 coinsurance on the $200 in non-laboratory charges.
EXAMPLE II - DEDUCTIBLE NOT MET

Outpatient services were furnished to a Medicare beneficiary for which you billed $100 for laboratory services and $200 for emergency room services.  The laboratory fee schedule amount for the $100 laboratory services is $70.  No part of the beneficiary's Part B deductible of $75 had been met previously.  The primary payer paid $150 for Medicare covered services without designating what portion of its payment was for each type of service.  Since the ratio of laboratory charges to non-laboratory charges is $100/$200, divide the primary payer's payment of $150 into two amounts based upon the same ratio:  $100/$200 = $50/$100.  Apply $50 of the primary payer's payment to the $70 laboratory fee schedule amount and the remaining $100 to the $200 in non-laboratory charges (emergency room services).  Calculate the deductible and coinsurance in the usual manner based upon the $200 non-laboratory charges.  In this example, you may not charge the beneficiary for deductible and coinsurance since the primary payment of $100 allocated to non-laboratory charges is equal to the $25 coinsurance and $75 deductible on the $200 in non-laboratory charges.
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Review Protocol for Medicare Secondary Payer

Hospital Review
480
REVIEW PROTOCOL

Medicare is secondary payer for hospital and medical services for:

o
Claims involving Medicare beneficiaries age 65 or older who are insured by GHP coverage based upon their own current employment with an employer that has 20 or more employees, or that of their spouse's of any age, or the beneficiary is covered by a multiple employer, or multi-employer, group health plan by virtue of his or her, or a spouses, current employment status and the GHP covers at least one employer with 20 or more employees (see §263);


o
Claims involving beneficiaries eligible for or entitled to Medicare on the basis of ESRD (during a period of 30 months) except where an aged or disabled beneficiary had GHP or LGHP coverage which was already secondary to Medicare at the time ESRD occurred; 


o
Claims involving automobile or non-automobile liability or no-fault insurance (see §262); 


o
Claims involving government programs; e.g., Workers' Compensation (WC), services authorized and paid for by the Department of Veterans Affairs (DVA), or Black Lung (BL) benefits; and


o
Claims involving Medicare beneficiaries under age 65 who are entitled to Medicare on the basis of disability and are covered by a large group health plan (plans of employers or employee organizations with at least one participating employer that employs 100 or more employees) based upon his or her own current employment status or the current employment status of a family member.


The following sections provide a methodology for your intermediary's review of your MSP policies and practices to ensure that hospital procedures comply with the law.  Specifically, your intermediary will review your admission and bill processing procedures.


480.1
Reviewing Hospital Files.--Provide your intermediary with complete files on all beneficiaries represented in the bills selected for review.  (See §480.4 concerning sample selection.) For purposes of this review, a complete file should contain:


o
A copy of the completed UB-92, also known as the HCFA-1450, or its facsimile;


o
A copy of the admission questionnaire (the beneficiary's signature on the questionnaire is not required). If you use an on-line query process, screen prints reflecting responses to admission questions should be retained in the file (see §480.3B); and,


o
Beneficiary's Explanation of Benefits (EOB) form for all secondary claims.


480.2
Frequency of Reviews and Hospital Selection.--The intermediary will conduct a review of 10 percent of the hospitals for which it has Medicare claims processing responsibility.  Special attention may be given to hospitals which:
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o
Fail to develop MSP claims properly;


o
Fail to submit "no payment" bills; and


o
Do not submit automobile accident cases - even if they have shock trauma units specializing in emergency admissions.


480.3
Methodology For Review of Admission Procedures.--


A.
Entrance Interview.--Your intermediary will conduct an entrance interview with your admissions staff (including inpatient, outpatient, and emergency) to determine whether the hospital has established (1) policies concerning identifying other payers, and (2) a system in which such policies are carried out in practice.  During the interview, the reviewer will request a descriptive walk-through of your admissions process and/or may elect to observe an admission in progress.


B.
Review of Hospital Admission Questionnaire.--The reviewer may exercise discretion in deciding whether to review hard copy questionnaires or on-line responses, or both.  Screen prints are required for the billing procedures component of the review.  (See §480.5.)  The reviewer will determine whether your admissions questionnaire complies with the mandatory questions found at §301.


480.4
Selection of Bill Sample.--The sample period shall be determined by selecting the sample from one month of your bill submissions.  Your intermediary will notify you in advance of the month's claims to be reviewed.  For example, if the review will examine December bills, the intermediary will notify you not later than November 30 to permit you to segregate Medicare patient bills in advance.  Therefore, your intermediary is not required to perform the review during the same month as the month of bills selected.  Provide one month's bills to your intermediary, which selects the bill sample.


The bill universe shall consist of Medicare inpatient, outpatient, and subunit claims for which a primary or secondary Medicare payment was made.  The Intermediary will select the bill sample using the following criteria:


o
At least 2/3 of the sample should consist of inpatient bills, the remaining 1/3 should consist of outpatient bills;


o
The sample must contain a maximum of 60 bills and a minimum of 20 bills;


o
Medicare no-pay bills are to be included in the sample in order to examine the ratio of no-pay bills submitted; and


o
The sample is to include a mixture of bill types from your bill universe.  Accordingly, if you do not submit ESRD bills, for example, then the reviewer is not required to review that particular bill type.
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480.5
Methodology for Review of Hospital Billing Procedures.--


A.
Entrance Interview.--The intermediary shall conduct an entrance interview with your billing staff to determine whether you have established (1) policies concerning billing other payers; and (2) a system in which such policies are carried out in practice.  Provide your reviewer with a descriptive walk-through of the billing process.


B.
Comparing Completed Admissions Questionnaire with Bills.--Provide the reviewer with completed inpatient and ER admission questionnaires (or screen prints for hospitals using on-line admission query systems) for each Medicare beneficiary included in the bill sample.  (See §480.4 concerning selection of the sample.)  You must retain the completed questionnaire on file for 10 years in accordance with DOJ’s record retention requirements.  It is not necessary that the completed questionnaire be signed by the beneficiary.


For review purposes, on-line users be prepared to produce, upon the reviewer's request, screen prints which reflect the responses that are obtained from the beneficiary.  On-line users are required to retain positive and negative responses to the questionnaire for 10 years, in accordance with DOJ’s record retention requirements, after the date of service.  Therefore, do not purge on-line data before then.


Your intermediary determines whether the information solicited through the admission questionnaire, or on-line admission query procedures, matches the bill.


C.
Review of the HCFA 1450 Form.--Provide the reviewer with the HCFA-1450 for each case involving other payers.  The reviewer determines whether the amount billed to Medicare is accurate and records this data on Exhibit 2.  Your intermediary reviews the HCFA-1450 to determine whether the proper MSP value, occurrence, and condition codes are reflected on the bill, given the information you solicited during the admission process.  (See §460 for detailed definitions of these codes.  MSP billing procedures are found at §§472-477.)


480.6
Review of Hospitals With On-line Admissions.--Although hospitals that solicit admissions data through an on-line process are not required to retain hard copies of admissions questionnaires, you must utilize a specific set of admission questions which seek the appropriate MSP information. If you are an on-line hospital, you must demonstrate that responses to admission questions have been asked, are retained, and match the information shown on the bill.  Your intermediary should notify you in advance of any screen prints that are needed for the review.


480.7
Intermediary Assessment of Hospital Review.--Your intermediary is to prepare an assessment form (Exhibit 1) for each hospital reviewed.  The form should include records selection criteria, the intermediary's findings, and suggested recommendations, if appropriate, as well as a list of the bills reviewed (Appendix A-1).  The assessment also includes any discrepancies between your MSP policies and practices, as well as any innovations that you have devised to determine third party payer resources.  It is your intermediary's responsibility to send a copy of the assessment to the regional office.
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You will be sent a copy of the assessment form, which will indicate whether any follow-up action is needed.  If follow-up action is necessary, your intermediary will follow-up every 30 days until you have taken the appropriate corrective action and will report any continued problems after three months to the RO MSP Coordinator.

480.8
Exhibits.--


Exhibit 1

Assessment Form for MSP Hospital Review


Exhibit 2

Survey of Bills Reviewed
4-708
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EXHIBIT 1





Contractor Name and No.: _________________________





ASSESSMENT OF MEDICARE SECONDARY PAYER HOSPITAL REVIEW


1.
Name of hospital reviewed: _____________________________


2.
Number of cases reviewed:  _______


3.
Period of review (month/year): __________________


4.
Selection criteria used to determine why hospital was selected for review §480.2 Hospital Manual.






5.
Describe findings in accordance with review protocol standards found at §480.









6.
Recommendations








cc:

HCFA Regional Office, MSP Coordinator

Hospital Reviewed



Attachment:  Survey of bills reviewed
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EXHIBIT 2




SURVEY OF BILLS REVIEWED


Follow-up










Action

Name of








Needed

Beneficiary
HICN

Bill Type



(Action

 Date)
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484.
CREDIT BALANCE REPORTING REQUIREMENTS--GENERAL


The Paperwork Burden Reduction Act of 1980 was enacted to inform you about why the Government collects information and how it uses this information.  In accordance with §§1815(a) and 1833(e) of the Social Security Act (the Act), the Secretary is authorized to request information from participating providers that is necessary to properly administer the Medicare program.  In addition, §1866(a)(1)(C) of the Act requires participating providers to furnish information about payments made to them and to refund any monies incorrectly paid.  In accordance with these provisions, complete a Medicare Credit Balance Report (HCFA-838) to help ensure that monies owed to Medicare are repaid in a timely manner.


The HCFA-838 is specifically used to monitor identification and recovery of "credit balances" due to Medicare.  A credit balance is an improper or excess payment made to a provider as a result of patient billing or claims processing errors.  Examples of Medicare credit balances include instances where a provider is: 


o
Paid twice for the same service either by Medicare or by Medicare and another insurer; 


o
Paid for services planned but not performed or for non-covered services; 


o
Overpaid because of errors made in calculating beneficiary deductible and/or coinsurance amounts; or 


o
A hospital which bills and is paid for outpatient services included in a beneficiary's inpatient claim.  Credit balances would not include proper payments made by Medicare in excess of a provider's charges such as DRG payments made to hospitals under the Medicare prospective payment system.


For purposes of completing the HCFA-838, a Medicare credit balance is an amount determined to be refundable to Medicare.  Generally, when a provider receives an improper or excess payment for a claim, it is reflected in their accounting records (patient accounts receivable) as a "credit".  However, Medicare credit balances include monies due the program regardless of its classification in a provider's accounting records.  For example, if a provider maintains credit balance accounts for a stipulated period, e.g., 90 days, and then transfers the accounts or writes them off to a holding account, this does not relieve the provider of its liability to the program.  In these instances, the provider must identify and repay all monies due the Medicare program.


To help determine whether a refund is due to Medicare, another insurer, the patient, or beneficiary, refer to §§300 and 301 that pertain to eligibility and Medicare Secondary Payer (MSP) admissions procedures.


484.1
Submitting the HCFA-838.--Submit a completed HCFA-838 to your intermediary (FI) within 30 days after the close of each calendar quarter.  Include in the report all Medicare credit balances shown in your accounting records (including transfer, holding or other general accounts used to accumulate credit balance funds) as of the last day of the reporting quarter.


Report all Medicare credit balances shown in your records regardless of when they occurred.  You are responsible for reporting and repaying all improper or excess payments you have received from the time you began participating in the Medicare program.
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484.2
Completing the HCFA-838.--The HCFA-838 consists of a certification page and a detail page. An officer or the Administrator of your facility must sign and date the certification page.  Even if no Medicare credit balances are shown in your records for the reporting quarter, you must still have the officer or Administrator sign the form and submit it to attest to this fact.


The detail page requires specific information on each credit balance on a claim-by-claim basis.  The detail page provides space to address 17 claims, but you may add additional lines or reproduce the form as many times as necessary to accommodate all of the credit balances that you report.  Submit the detail page(s) on computer diskette, which is available from your FI. Submit the certification page in hard copy.


Segregate Part A credit balances from Part B credit balances by reporting them on separate detail pages.


NOTE:
Part B pertains only to services you provide which are billed to your FI.  It does not pertain to physician and supplier services billed to carriers. 


Complete the HCFA-838 providing the information required in the heading area of the detail page(s) as follows:


o
The full name of the facility;


o
The facility's provider number. If there are multiple provider numbers for dedicated units within the facility (e.g., psychiatric, physical medicine and rehabilitation), complete a separate Medicare Credit Balance Report for each provider number;


o
The month, day and year of the reporting quarter, e.g., 12/31/93;


o
An "A" if the report page(s) reflects Medicare Part A credit balances, or a "B" if it reflects Part B credit balances;  


o
The number of the current detail page and the total number of pages forwarded, excluding the certification page (e.g., Page 1 of 3); and


o
The name and telephone number of the individual who may be contacted regarding any questions that may arise with respect to the credit balance data.


Complete the data fields for each Medicare credit balance by providing the following information (when a credit balance is the result of a duplicate Medicare primary payment, report the data pertaining to the most recently paid claim):


Column 1

-
The last name and first initial of the Medicare beneficiary, (e.g., Doe, J.).


Column 2

-
The Medicare Health Insurance Claim Number (HICN) of the Medicare beneficiary.


Column 3

-
The 1-digit Internal Control Number (ICN) assigned by Medicare when the claim is processed.


Column 4

-
The 3-digit number explaining the type of bill, e.g., 111 -inpatient, 131 - outpatient, 831 - same day surgery.  (See the Uniform Billing instructions, §§460-462.) 

4-724.2
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Columns 5/6
-
The month, day and year the beneficiary was admitted and discharged, if an inpatient claim, or "From" and "Through" dates (date service(s) were rendered) if an outpatient service.  Numerically indicate the admission (From) and discharge (Through) date (e.g., 1/1/93).


Column 7 
-
The month, day and year (e.g., 1/1/93) the claim was paid.  If a credit balance is caused by a duplicate Medicare payment, ensure that the paid date and ICN number correspond to the most recent payment.


Column 8 
-
An "O" if the claim is for an open Medicare cost reporting period, or a "C" if the claim pertains to a closed cost reporting period.  (An open cost report is one where an NPR has not yet been issued.  Do not consider a cost report open if it was reopened for a specific issue such as graduate medical education or malpractice insurance.)


Column 9 
-
The amount of the Medicare credit balance that was determined from your patient/accounting records.


Column 10
-
The amount of the Medicare credit balance identified in column 9 being repaid with the submission of the report. (As discussed below, repay Medicare credit balances at the time you submit the HCFA-838 to your intermediary.)


Column 11
-
A "C" when you submit a check with the HCFA-838 to repay the credit balance amount shown in column 9, or an "A" if you submit an adjustment request.


Column 12
-
The amount of the credit balance that remains outstanding (column 9 minus column 10).  Show a zero if you make full payment.


Column 13
-
The reason for the Medicare credit balance by entering a "1" if it is the result of duplicate Medicare payments, a "2" for a primary payment by another insurer, or a "3" for "other reasons".


Column 14
-
The Value Code to which the primary payment relates, using the appropriate two digit code as follows:  (This column is completed only if the credit balance was caused by a payment when Medicare was not the primary payer.  If more than one code applies, enter code applicable to the payer with the largest liability.  For code description, see §460.)


12 
-
 Working Aged

13 
-
 End Stage Renal Disease

14 
-
 Auto No Fault/Liability

15 
-
 Workers' Compensation

16
-
 Other Government Program

41
-
 Black Lung

42
-
 Department of Veterans Affairs (VA)

43
-
 Disability
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4-724.3

484.3
BILLING PROCEDURES
04-94

Column 15
-
The name and address of the primary insurer identified in column 14.


NOTE:
Once a credit balance is reported on the HCFA-838, it is not to be reported on a subsequent period report.  

484.3
Payment of Amounts Owed Medicare.--Pay all amounts owed Medicare as shown in column 9 of the credit balance report at the time you submit the HCFA-838.  (See §484.7.)  Make payment by check or by submission of adjustment requests.  Submit adjustment requests in hard copy or electronic format.


If you use a check to pay credit balances, submit adjustment requests for the individual credit balances that pertain to open cost reporting periods.  Your FI will assure that monies are not collected twice.


If the amount owed Medicare is so large that immediate repayment would cause financial hardship, contact your FI regarding an extended repayment schedule.


Interest is assessed on Medicare credit balances not timely repaid applying 42 CFR 405.376.  In part this means:


o  Interest accrues on outstanding  amounts beginning from the due date of a timely-filed Medicare credit balance report if the report is not accompanied by payment in full.


o  Interest is charged on the entire amount shown on a Medicare credit balance report beginning from the day after the report was due if the report is not timely-filed.


o  Interest is charged on outstanding amounts beginning from  the date a credit balance occurred, in those instances where a credit balance(s) was omitted from a Medicare credit balance report or was not accurately reported.


o  Interest will not be charged on Medicare credit balances resulting from MSP  provisions until they are past due in accordance with the 60-day repayment provision of 42 CFR 489.20.  Once due, interest is assessed on outstanding Medicare credit balances resulting from MSP provisions in the same manner as any other outstanding Medicare credit balance, as discussed above.


484.4
Records Supporting HCFA-838 Data.--Develop and maintain documentation that shows that each patient record with a credit balance (transfer, holding account) was reviewed to determine credit balances attributable to Medicare and the amount owed, for preparation of the HCFA-838.  At a minimum, your procedures should:


o
Identify whether or not the patient is an eligible Medicare beneficiary;


o
Identify other liable insurers and the primary payer; and


o 
Adhere to applicable Medicare payment rules.
4-724.4
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NOTE:
A suspension of Medicare payments may be imposed and your eligibility to participate in the Medicare program may be affected for failing to submit the HCFA-838 or for not maintaining documentation that adequately supports the credit balance data reported to HCFA.  Your FI will review your documentation during audits/reviews performed for cost report settlement purposes.


484.5
Provider-Based Home Health Agencies (HHAs).--Provider-based HHAs are to submit their HCFA-838 to their Regional Home Health Intermediary even though it may be different from the FI servicing the parent facility.


484.6
Exception for Low Utilization Providers.--Providers with extremely low Medicare utilization do not have to submit a HCFA-838.  A low utilization provider is defined as a facility that files a low utilization Medicare cost report as specified in PRM-1, §2414.B, or files less than 25 Medicare claims per year.


484.7
Compliance with MSP Regulations.--MSP regulations at 42 CFR 489.20 require you to pay Medicare within 60 days from the date you receive payment from another payer (primary to Medicare) for the same service.  Submission of a HCFA-838 and adherence to HCFA's instructions do not interfere with this rule.  You must repay credit balances resulting from MSP payments within the 60-day period.


Report credit balances resulting from MSP payments on the HCFA-838 if they have not been repaid by the last day of the reporting quarter.  If you identify and repay an MSP credit balance within a reporting quarter, in accordance with the 60-day requirement, do not include it in the HCFA-838, i.e., once payment is made, a credit balance would no longer be reflected in your records.


If an MSP credit balance occurs late in a reporting quarter, and the HCFA-838 is due prior to expiration of the 60-day requirement, include it in the credit balance report.  However, payment of the credit balance does not have to be made at the time you submit the HCFA-838, but within the 60 days allowed.
Rev. 663
4-724.5

04-94
BILLING PROCEDURES
484.7 (Cont.)

                                                         EXHIBIT I




Medicare Credit Balance Report Certification

The Medicare Credit Balance Report is required under the authority of §§1815(a), 1833(e), 1886(a)(1)(C) and related provisions of the Social Security Act. Failure to submit this report may result in a suspension of payments under the Medicare program and may affect your eligibility to participate in the Medicare program.


ANYONE WHO MISREPRESENTS, FALSIFIES, CONCEALS, OR OMITS ANY ESSENTIAL INFORMATION MAY BE SUBJECT TO FINE, IMPRISONMENT, OR CIVIL MONEY PENALTIES UNDER APPLICABLE FEDERAL LAWS.







CERTIFICATION BY OFFICER OR ADMINISTRATOR OF PROVIDER(S)

I HEREBY CERTIFY that I have read the above statements and that I have examined the accompanying credit balance report prepared by                                              (Provider Name(s) and Number(s)) for the calendar quarter ended                         and that it is a true, correct, and complete statement prepared from the books and records of the provider in accordance with applicable Federal laws, regulations, and instructions.




(Signed)

                                                                             








Officer or Administrator of Provider(s)

                                                     

Title


                                                     

Date




Public reporting burden for this collection of information is estimated to average 6 hours per response.  This includes time for reviewing instructions, searching existing data sources, gathering and maintaining data needed, and completing and reviewing the collection of information.  Send comments regarding this burden estimate or any other aspect of this collection of information, including suggestions for reducing the burden to:


 
Health Care Financing Administration, 

P.O. Box 26684

Baltimore, Maryland 21207


and to:


Office of Information and Regulatory Affairs 

Office of Management and Budget

Washington, D.C. 20503.


Paperwork Reduction Project (0938-0600)
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Overpayments
485.
OVERPAYMENTS FOR HOSPITAL SERVICES

When an incorrect Medicare payment is made to you, you are responsible for that payment unless the intermediary determines that you were without fault.  In general, if you were without fault and therefore not liable for the overpayment, the beneficiary becomes liable whether or not the beneficiary was at fault.  There are, however, exceptions.  In the case of overpayments for medically unnecessary services or custodial care, if the beneficiary as well as you were without fault, the intermediary may relieve both of liability.  (See §§291ff.)  Under certain circumstances, Medicare or the Social Security Administration may waive recovery from a beneficiary who is responsible for an overpayment.  (See §487.)

NOTE:
A payment on an individual claim will not be reopened more than 48 months after the date it was approved, except in cases involving fraud or similar fault.  (See §288.)

486.
WHEN A HOSPITAL IS NOT LIABLE 

You are considered without fault, and therefore not liable for refunding an overpayment, if you exercised reasonable care in billing for an accepting the payment.  You are considered to have exercised reasonable care if:

o
You complied with all pertinent regulations and instructional materials;

o
You made full disclosure of all medical facts, and
o
On the basis of the information available to you (including but not limited to the Medicare instructions and regulations), you had a reasonable basis for assuming that the payment was correct, or, if you had reason to question the payment, you promptly brought such question to the intermediary's attention.

Normally, it is clear from the circumstances of the overpayment whether or not you were without fault.  Where this is not clear, the intermediary investigates the matter.  (See §488 for special rule where the overpayment is discovered more than 3 calendar years after the year in which it was made.)

486.1
Situations In Which You Are Liable.--In accordance with the rules in §486, the following are situations in which you are liable for an overpayment.

o
You furnished erroneous information or failed to disclose facts that you knew or should have known were relevant to payment of the benefit.--
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EXAMPLE:
A beneficiary is referred by an employer to Park Hospital for a fracture received from a fall at work.  Park billed Medicare but did not indicate on the billing form that the injury was work-related, although it had recorded this information on its records.  If Medicare benefits are paid for the stay and the injury was also covered by WC, Park Hospital would be considered at fault in causing the overpayment because it failed to disclose to the intermediary that the injury was work-related.

o
The overpayment resulted because of misapplication of the deductible or coinsurance requirement or payment after exhaustion of benefits and you could have known the beneficiary's utilization status from your records.  This condition will be considered met where you received a correct utilization query reply or where, within the 60-day period preceding the admission that gave rise to the overpayment, the beneficiary had been a patient in the same institution and you could have known from your records that the query reply was incorrect.  (You are expected to ask the beneficiary, or person acting on his behalf, at the time of admission if he received inpatient services in a hospital or SNF within the past 60 days, and note that fact on the notice of admission.)

EXAMPLE:
John Doe entered University Hospital on January 10, l987.  After using all of his benefit days in the hospital, including lifetime reserve days, he returned home.  Forty-five days later he was admitted to University and stayed an additional 30 days.  The intermediary, on the basis of an incorrect SSA response to a query, informed the hospital that the beneficiary had 60 full days, 30 coinsurance days and no reserve days available.  University Hospital neglected to check its prior records and billed the intermediary for 30 full days of inpatient hospital care.  The intermediary made payment. Subsequently, the overpayment was discovered.  Since the hospital should have known from its own records that John Doe had exhausted his benefit days, recovery is sought from the hospital.

If the initial stay had been in a different hospital, or if more than 60 days had elapsed between the end of the first stay and the start of the second stay, but the benefit period had remained unbroken because John Doe had been in an SNF or a different hospital, University Hospital would have been considered "without fault."  In this situation, the hospital would not have been able to ascertain from its own records that benefit days had been exhausted.  Recovery would be sought from the beneficiary.

o
The overpayment was due to a mathematical or clerical error, e.g., an error in calculation by you or intermediary, or overlapping or duplicate bills.  A mathematical error does not include the failure to properly assess the deductible or coinsurance.

o
Documentation was not submitted to substantiate that the services billed to the program were performed.-- (See §§l06ff. for fraud and abuse policies.)
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o
The beneficiary was not entitled to Part A or Part B benefits and you  had reason to believe that the beneficiary was not entitled to such benefits; e.g., the SSO notified you that the individual was not entitled to HI.

Medicare paid for noncovered services and you should have known they were noncovered, e.g., medically unnecessary services, custodial care, skilled physical therapy services furnished by a nonqualified physical therapist, or services rendered pursuant to an authorization from the VA or PHS.  (See §260.3Dl.)  In general, the intermediary will consider that you should have known a policy or rule, if:

—
The policy or rule is in the Hospital Manual,

—
The intermediary had provided general notice to the medical community concerning the policy or rule,

—
The intermediary had given written notice of the policy or rule to you.

In the case of medically unnecessary services or custodial care, the criteria in §§291ff. is applied in determining whether you should have known that the services were not covered.

o
The Overpayment Resulted From Services Rendered in a Portion of the Institution Certified as a SNF.
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487.
BENEFICIARY LIABILITY

A beneficiary is liable for:

o
Overpayments made to a hospital which was without fault.  An exception is overpayments for medically unnecessary services or custodial care when the beneficiary as well as you were without fault.  In such cases, both you and the beneficiary are relieved of liability.  (See §§291.ff.), and

o
Payments made to you under the "guarantee of payment" provision.  (See §§286ff.)

NOTE:
Even though a beneficiary is liable for an overpayment, recovery may be waived by Medicare or SSA if the beneficiary was without fault with respect to the overpayment, and recovery would cause the beneficiary economic hardship or would defeat the purpose of the Medicare Program, or would be unfair for some other reason.
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488.
LIABILITY FOR OVERPAYMENTS DISCOVERED SUBSEQUENT TO THIRD CALENDAR YEAR AFTER THE YEAR OF PAYMENT

Special rules apply when an overpayment is discovered, i.e., it is determined that a payment was incorrect subsequent to the third calendar year after the year in which the claim was approved.  An overpaid hospital is deemed without fault in the absence of evidence to the contrary, if from the records then available, there is no indication that the hospital was a fault.  There is no recovery from the hospital in such cases.

However, if information indicating the hospital was at fault comes to the intermediary's attention within 48 months after the date of the initial determination, the determination may be revised. (See §288 for the 4-year time limit on reopening.)  After 4 years, the determination may be reopened only in cases involving fraud or similar fault.

A.
How to Determine the Third Calendar Year After The Year of Payment.-Only the year the claim was approved and the year the payment was found to be incorrect enter into the determination of the 3-calendar year period.  The day and the month are irrelevant.  With respect to claims approved in 1985, the third calendar year is 1988.  For claims approved in 1986, the third calendar year is 1989, etc.
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489.
OFFESETTING PART B HOSPITAL BENEFITS AGAINST PART A

OVERPAYMENTS

Where a Part A overpayment has been made to a hospital on behalf of a beneficiary, the intermediary will ascertain whether the hospital would be entitled to any payment for the services as Part B ancillary services.  (See §§418ff.)  If it appears that Part B benefits are payable, the intermediary arranges for billings under Part B.  Any such benefits serve to reduce the Part A overpayment.
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