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IM 415.
IMPLEMENTATION OF THE OMNIBUS BUDGET RECONCILIATION ACT

(OBRA) OF 1990

OBRA 1990 changes Medicare coverage and payment.  These interim instructions describe the provisions that affect bill processing until more detailed manual revisions are distributed.

A.
Payments for Capital-Related Costs of Inpatient Hospital Services (§4001).--Extends the 15 percent reduction in payments for inpatient capital-related costs through September 30, 1991. Sole community hospitals, cancer hospitals, PPS excluded hospitals and PPS exempt units are excluded from this reduction.  Also, rural primary care hospitals, when designated, will be exempt from this provision.

B.
Rates of Increase in Payment for Inpatient Hospital Services, Changes in Disproportionate Share Payments, and Payments to Rural Hospitals (§4002).--This provision:

o
Changes update factors for discharges on or after January 1, 1991:

--
For hospitals located in large urban and other urban areas, the update is market basket minus 2 percent, i.e., 3.2 percent; and

--
For hospitals located in rural areas, the update is market basket minus 0.7 percent, i.e., 4.5 percent.

o
Changes disproportionate share payments for:

--
Urban hospitals with more than 100 beds; and

--
Hospitals with disproportionate indigent care revenue. 

o
Extends the regional floor.

C.
Inclusion of Hospital Services Provided Within 3 Days of Admission in the DRG (§4003).
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For this provision, diagnostic services are defined by the presence of the following revenue and/or HCPCS codes:

254 -
Drugs incident to other diagnostic services

255 -
Drugs incident to radiology

30X -
Laboratory

31X -
Laboratory pathological

32X -
Radiology diagnostic

341 -
Nuclear medicine, diagnostic

35X -
CT scan

40X -
Other imaging services

46X -
Pulmonary function

53X -
Osteopathic services

61X -
MRI

62X -
Medical/surgical supplies, incident to radiology or other diagnostic services

73X -
EKG/ECG

74X -
EEG

92X -
Other diagnostic services

48X -
Cardiology, with HCPCS codes 93015, 93307, 93308, 93320, 93501, 93503, 93505, 93510, 93526, 93541, 93542, 93543, 93544-93552, 93561 or 93562

Services furnished January 1, 1991, or later where outpatient bills for diagnostic services with through dates or last date of service (occurrence span code 72) fall on the day of admission or any of the 3 days immediately prior to admission to a PPS or a non-PPS hospital will be rejected.  This reject will apply to the bill in process, regardless of whether the outpatient or inpatient bill is posted first.  You must analyze the two bills and report appropriate corrections.

The rule continues through September 30, 1991, that all outpatient services furnished by the admitting hospital on the admission day or the day before admission are inpatient services.  Beginning with services furnished FY 1992 and later, all services related to an admission provided by the admitting hospital within the 3 days before the date of admission will be included in the DRG. Services "related to the admission" will be defined in a separate instruction.

D.
Part A Payment Freeze (§4007).--Payments for PPS hospital services have been frozen for October 21 through December 31, 1990.  

The following items are subject to this freeze:

o
The wage indices used to price inpatient hospital services with discharge dates on or after October 1, 1990, and on or before December 31, 1990, continue at their September 30, 1990, values;
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o
The regional floor is extended for discharges on or after October 1, 1990;

o
The market basket increase reflected in the hospital-specific rates applicable to sole community hospitals and Medicare-dependent small rural hospitals is deemed to be 0 for discharges occurring on or after October 21 through December 31, 1990:

--
For hospitals whose current cost reporting period began in FY 1990, the hospital-specific rate is reduced by 5.5 percent for discharges occurring on or after October 21, 1990 through December 31, 1990, or the start of their FY 1991 cost reporting period, whichever comes first.  For discharges occurring after the start of the FY 1991 cost reporting period, the 5.5 percent reduction is applied to the hospital-specific rate and no FY 1991 market basket increase is applied until discharges occurring on or after January 1, 1991; and

--
For hospitals with cost reporting periods beginning on or after October 1, 1990, and before October 21, 1990, the hospital-specific rate is reduced by 5.2 percent for discharges occurring on or after October 21 through December 31, 1990.

E.
Miscellaneous and Technical Part A Provisions (§4008).--Extends the waiver of liability favorable presumption  provision for SNFs and hospices through December 31, 1995.  Section 4207 extends the favorable presumption for HHAs through the same date.

F.
Overvalued Procedures (§4101).--New prices will be established effective January 1, 1991, for the following overvalued procedure HCPCS codes:

93000

93014

93024

93040

G.
Reduction in the Radiology Services Fee Schedule (§4102).--Rates were adjusted effective January 1, 1991.

H.
Limitation on the Reasonable Charge of the Technical Component of Certain Diagnostic Tests (§4108).--HCFA must identify diagnostic procedures with a high volume of expenditures and impose payment limits based upon the national median charges for all carrier localities.  HCFA will issue processing instructions as needed upon selection of the applicable diagnostic tests.  This impacts outpatient hospital services which are also subject to the payment limitation for other diagnostic services.
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I.
Payments for Hospital Outpatient Services (§4151).--The reduction in capital-related costs have been continued at 15 percent for portions of cost reporting periods occurring during FY 1991, and will be changed to 10 percent for payments attributable to portions of cost reporting periods occurring during FY 1992-FY 1995.  The reasonable cost of the noncapital-related outpatient hospital services has been reduced by 5.8 percent for payments attributable to portions of cost reporting periods occurring during FY 1991-1995.

Appropriate changes will be made in hospital interim rates to result in a 5.8 percent reduction in payment for services other than capital, laboratory, prosthetic/orthotic fee schedules, and the fee schedule portions of the ambulatory surgery, radiology, and other diagnostic payment schedules.  Fee schedule payments are not reduced by this provision.  (These reductions are in addition to the 2 percent reduction for services in November and December referenced in subsection M.)

Rural primary care hospitals, when designated, are exempt from this reduction in capital.  Sole community hospitals are excluded.  There are no other exclusions.

For services furnished after December 31, 1990, the cost portion of the radiology blend is reduced to 42 percent for services and the charge portion is increased to 58 percent. Similarly, both the cost and ASC portions of the ambulatory surgery blended payment amount have been changed to 42 percent cost and 58 percent of the ASC payment rate for portions of cost reporting periods beginning after December 31, 1990.  The existing ASC blended payment amounts for eye and eye and ear specialty hospitals have been extended through December 31, 1994.  The blends are administered through the cost settlement process.

The intraocular lenses' payment rate is frozen at the $200 rate for 2 years for payments to ASCs and for the ASC portion of the blended payment amount.

J.
DME (§4152).--

o
TENS furnished on or after January 1, 1991, will be subject to an additional 15 percent reduction.

o
HHAs and other suppliers of DME are prohibited from distributing to physicians or beneficiaries fully or partially completed medical necessity documentation forms or other evidence of medical necessity requiring a physician's signature effective January 1, 1991.  Violators will be subject to civil monetary penalties.
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K.
Rates for Clinical Diagnostic Laboratory Tests (§4154).--The limitation amount has been reduced to 88 percent of the median, effective January 1, 1991, and a 2 percent annual increase has been mandated for calendar years 1991, 1992, and 1993.

L.
Injectable Drugs for Osteoporosis (§4156).--OBRA 1990 provides limited coverage of injectible drugs for osteoporosis.  HCFA will issue a list of the drugs to be covered. Coverage will be effective for the period January 1, 1991, through December 31, 1995.

M.
Reduction in Part B Payments (§4158).--All Part B payments for November and December 1990 are reduced by 2 percent.

N.
Community Health Centers and RHCs (§4161).--Coverage has been provided for preventive primary health services furnished in some situations by federally qualified health centers (FQHCs).  Also, the Part B deductible is waived for FQHC services, and the coinsurance may be waived.  These provisions are effective October 1, 1991.  The independent RHC payment limit is increased to $50.36 as of January 1, 1991, based on the 2 percent increase in the MEI for 1990.

O.
Coverage of Screening Mammography (§4163).--Part B coverage is provided for screening mammographies furnished on or after January 1, 1991, by facilities certified to perform screening mammographies.  Women over age 64 will be entitled to a mammography payment once every 2 years with varied frequencies for younger women and those at high risk for breast cancer.

Payment is a final payment and will be limited to the least of $34.65 (technical portion of the $55 limit) or the actual charge or the radiology fee schedule amount.  The overall limit will be updated yearly by the percentage increase in the MEI.  The Part B deductible and coinsurance apply.  The provider may collect deductible and coinsurance based upon charges.  However, the payment amount is determined by subtracting the deductible from the lower of the charge, the fee schedule amount, or $34.65, and multiplying the remainder by 80 percent.

Submit a separate bill for mammography payments for inpatient Part B and outpatient screening mammographies.  Use type of bill code 14X, with revenue code 403 and HCPCS 76092 for inpatient Part B and outpatient screening mammographies.  You may obtain and bill for screening mammographies under arrangement from facilities certified to perform them.  Use your HCFA provider number to submit your bills, rather than the identification number issued to certified mammography facilities.
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P.
ESRD Provisions (§4201).--The composite rate is increased by $1 for services provided on or after January 1, 1991.  The payment rate for erythropoietin (EPO) has been changed to $11 per 1000 units (rounded to the nearest 100 units) effective for EPO furnished during 1991.  This rate applies to payments for EPO furnished by independent and provider-based renal dialysis facilities. Hospital outpatient departments continue to be paid on a reasonable cost basis.

Dialysis facilities will use value code 68 effective January 1, 1991, to report the number of units of EPO supplied during the billing period.  One thousand units would be shown as 1000.00 as this is a monetary field.  Value code 68 will be used to determine the payment amount, rather than using the number of dosages in the units field.  The units field shows the number of administrations and will not change.

Self-administration of EPO by patients determined competent to administer the drug without medical supervision has been approved effective July 1, 1991.  Related bills for Method I beneficiaries will be processed by the intermediary.  Related bills for Method II beneficiaries will be processed by the carrier.

Q.
MSP (§4203).--Extends the secondary payer provisions for disabled beneficiaries through September 30, 1995.

The MSP coordination period for ESRD beneficiaries is extended from 12 months to 18 months. This means that Medicare is generally secondary for the first 18 months an individual is entitled to Medicare Part A solely on the basis of ESRD.  This change is effective for any coordination period that began on or after February 1, 1990. Coordination periods that began on or after February 1, 1990 will be extended from 6 to 9 months depending upon when an individual became entitled to Medicare.  Detailed instructions will be issued.

R.
Miscellaneous and Technical Provisions for Parts A and B (§4207).--HCFA may not issue any final regulation, instruction or other policy change primarily intended to slow down or speed up claims processing or to delay payment of claims.  The current bill processing and payment cycle will continue until further notice.  Also, the waiver of liability favorable presumption provision for HHAs has been extended through December 31, 1995.

S.
Part B Deductible (§4302).--The deductible is increased to $100 per year effective January 1, 1991.
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