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2200.
PRINCIPLES

2200.1
Principle of Cost Apportionment.--Total allowable costs of a provider are apportioned between program beneficiaries and other patients so that the share borne by the program is based upon actual services received by program beneficiaries.  The methods of apportionment are defined as follows:

A.
Departmental Method.--The ratio of covered beneficiary charges to total patient charges for the services of each ancillary department is applied to the cost of the department.  Added to this amount is the cost of routine services for program beneficiaries, determined on the basis of a separate average cost per diem for all patients for general routine patient care areas.  In hospitals, another factor to be considered is a separate average cost per diem for each intensive care unit, coronary care unit, and other special care inpatient hospital units.

B.
Combination Method.--The cost of routine services for program beneficiaries is determined on the basis of a separate average cost per diem for all patients for general routine patient care areas.  An additional factor to be considered is, to the extent pertinent,  in hospitals, a separate average cost per diem for the aggregate of intensive care, coronary care, and other special care inpatient hospital units.  Added to this amount is the cost of ancillary services used by beneficiaries, determined by apportioning the total cost of ancillary services, excluding delivery and labor room costs, on the basis of the ratio of total covered beneficiary charges for ancillary services to total patient charges for such services, excluding charges for delivery and labor rooms.

C.
Carve-Out Method.--Use the carve-out method to allocate general routine inpatient service costs in small, rural hospitals that elect to be reimbursed as a swing-bed hospital.  Under the carve-out method, total inpatient general routine service costs are reduced by the total routine service costs attributable to SNF-type, ICF-type (prior to October 1, 1990) and nursing facility type (NF) (on or after October 1, 1990) services furnished to all classes of patients, before computing the average cost per diem for general routine hospital care.  Costs other than general inpatient routine service costs are determined using the departmental method of apportionment.  (See §2230ff.)

2200.2
Availability of Apportionment Methods for Cost Reporting Periods Starting After December 31, 1971, But Before July 1, 1979.--Use the applicable apportionment method indicated as follows:

A.
For cost reporting periods starting after December 31, 1971, but before January 1, 1978, any hospital having less than 100 beds, certified and noncertified, on the first day of its cost reporting period and SNFs, regardless of bed size, must use the combination method of apportionment.  Where the combined bed capacity of a hospital-skilled nursing facility complex is less than 100 beds, both components use the combination method.
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B.
For cost reporting periods starting on or after January 1, 1978, but before July 1, 1979, any hospital or hospital-skilled nursing facility complex having less than 100 beds, certified and noncertified, on the first day of its cost reporting period and SNFs, regardless of bed size, have the option of using either the departmental method or combination method of cost apportionment.  If the provider elects to use the departmental method of cost apportionment for any cost reporting period beginning on or after January 1, 1978, the combination method may not be used for any subsequent cost reporting period.

C.
Any hospital or hospital-skilled nursing facility complex having 100 or more beds, certified and noncertified, on the first day of its cost reporting period must use the departmental method of apportionment.

With regard to the 100-bed rule for hospitals and hospital-skilled nursing facility complexes, a bed means an adult or pediatric bed (exclusive of a newborn bed whether in the nursery, in the mother's accommodation, or in a premature nursery) permanently maintained for lodging inpatients in acute, long term, or domiciliary areas of the hospital, as well as in subprovider components, hospital-based skilled nursing facilities, or in any noncertified inpatient area of the facility.  "Permanently maintained" means that the beds must be immediately available for use by patients and housed in patient rooms or wards (i.e., not in corridors or as temporary beds) and does not refer to the licensed beds of the hospital, skilled nursing facility, or complex.  Beds in labor rooms, postanesthesia and postoperative recovery rooms, outpatient areas, emergency rooms, ancillary departments, nurses and other staff residences, and other such areas, which are regularly maintained and utilized for only a portion of the stay of patients, primarily for special procedures or not for inpatient lodging, are not termed a bed for these purposes.

2200.3
Availability of Apportionment Method for Cost Reporting Periods Starting On or After July 1, 1979.--For cost reporting periods starting on or after July 1, 1979, any hospital, hospital-skilled nursing facility complex, or skilled nursing facility (including distinct-part skilled nursing facilities) regardless of bed size, must use the departmental method of apportionment.

2200.4
Availability of Carve-Out Method.--The carve-out method is available to a swing-bed hospital on or after July 20, 1982, and must be used as of the date a hospital receives swing-bed approval from HCFA.  (See §2230.1.)

The carve-out method is also available to small rural hospital-SNF complexes that elect the optional reimbursement method.  The election to use the carve-out method under the optional reimbursement method is available for cost reporting periods beginning on or after July 20, 1982.  (See §2230.9.)
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Definitions
2202.
DEFINITIONS

2202.l
 Inpatient.--An inpatient is a person who has been admitted to a hospital or skilled nursing facility for bed occupancy to receive inpatient hospital or skilled nursing services.  A person is considered an inpatient if he is formally admitted as an inpatient with the expectation that he will remain at least overnight an occupy a bed even though it later develops that he can be discharged, or is transferred to another hospital and does not actually use a hospital bed overnight.  (See Hospital Manual § 210 for exceptions.)

2202.2
 Outpatient.--An outpatient is a person who has not been admitted by the provider as an inpatient and who is not lodged in the provider facility while receiving its services.  Where a provider uses the category "day patient;" i.e., an individual who receives the facility's services during the day and is not expected to be lodged in the facility at midnight, the individual is classified as an outpatient.

2202.3
 Apportionment.--Apportionment means an allocation or distribution of allowable cost between the beneficiaries of the health insurance program and other patients.

2202.4
 Charges.--Charges refer to the regular rates established by the provider for services rendered to both beneficiaries and to other paying patients.  Charges should be related consistently to the cost of the services and uniformly applied to all patients whether inpatient or outpatient.  All patients' charges used in the development of apportionment ratios should be recorded at the gross value; i.e., charges before the application of allowances and discounts deductions.  (See §2206.l for information on accrual of charges and § 2204.l for hospital based physicians charges.)

2202.5
 Cost.--Cost refers to reasonable cost as described in § 2102.1.

2202.6
 Routine Services.--Inpatient routine services in a hospital or skilled nursing facility generally are those services included in by the provider in a daily service charge--sometimes referred to as the "room and board" charge.  Routine services are composed of two board components; (l) general routine services, and (2) special care units (SCU's), including coronary care units (CCU's) and intensive care Units (ICU's).  Included in routine services are the regular room, dietary and nursing services, minor medical and surgical supplies, medical social services, psychiatric social services, and the use of certain equipment and facilities for which a separate charge is not customarily made.
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In recognition of the extraordinary care furnished to intensive care, coronary care, and other special care hospital inpatients, the costs of routine services furnished in these units are separately determined.  If the unit does not meet the definition of a special care unit (see § 2202.7), then the cost of such service cannot be included in a separate cost center, but must be included in the general routine service cost center. (See § 2203.l for further discussion of routine services in an SNF.)

2202.7
 Special Care Units/Intensive Care type Units.--

I.
 Special Care Units for Cost Reporting Periods Beginning Prior to October 1, 1980.

A.
Requirements to Qualify as an SCU.--To be considered a special care inpatient hospital unit, the following requirements must be met:

1.
The unit must be in a hospital.

2.
The unit must be one in which the nursing care required is extraordinary and on a concentrated and continuous basis.  Extraordinary care incorporates extensive lifesaving nursing services of the type generally associated with nursing services provided in burn, coronary care, pulmonary care, trauma, and intensive care units.  For this reason, special life-saving equipment should be routinely available in the unit.

3.
The unit must be physically identifiable as separate from general care areas and the unit's nursing personnel must not be integrated with the general care nursing personnel.

4.
There shall be specific written policies for each of such designated units which include, but are not limited to, burn, coronary care, pulmonary care, trauma, and intensive care units, but exclude postoperative recovery rooms, or maternity labor rooms.  The unit's staff must be specially trained to serve in such areas.  Segregation of patients to specific areas by type of illness or age, such as psychiatric, neuropsychiatric, geriatric, pediatric, mental health, rehabilitation, etc., does not qualify as special care inpatient hospital units for purposes of apportionment unless the above requirements are met.

NOTE:
If a neonatal unit qualifies as an SCU, the days are considered SCU days rather than nursery days (see Part II, Chapter 3, § 304.2, lines 4, 5, 6, paragraph 5).  A regular well-baby nursery may not be considered an SCU.

See § 2217 where a hospital places general care patients temporarily in special care units because all available general care beds are occupied.
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B.
Subintensive Units.--Some hospitals have units which provide more intensive care than that provided in the general care areas yet not sufficiently intensive to permit the unit to meet the requirements to qualify as a special care unit under the definition provided in paragraph A above.  These units are typically designated as subintensive, subacute, progressive, or intermediate care units, etc.  Such subintensive units are not special care units for purposes of Medicare reimbursement.

There may, however, be cases where a unit is not easily identified as a subintensive or special care unit without further study.  In such cases, a review of the written policies of the various units will indicate whether a unit is or is not providing care as defined in paragraph A.  If the intermediary determines that such a unit meets the requirements of paragraph A above, then the unit will qualify as a special care unit.

For example, on indication of whether the unit in question meets the requirements specified in §2202.7 I A 2. is the extent of nursing services provided in the unit.  If the hours of nursing service per patient day are less than the hours of nursing services provided in an established special care unit, such as an ICU or CCU in that hospital or in other area hospitals if the hospital has not established special care unit, then the unit in question would generally not qualify as a special care unit.  Hospitals should maintain such records as are needed to establish the nursing time in such units.

Another example is when the patients in the unit in question are generally transferred there from a qualified special care unit after their condition has improved.  This would indicate that the intensity of care required is less than needed to qualify in A.2. above.

C.
Special Care Unit Cost Center.--For purposes of reimbursement, hospitals utilizing the departmental method of cost apportionment must determine the average cost per diem for each special care unit.  For example:

A hospital has two physically separate SCU's, an ICU and CCU, serviced by two nursing stations.  For settlement purposes, the ICU and CCU would be considered as two distinct SCU's, thus requiring two cost centers.

Where a hospital utilizing the departmental method has a physically combined SCU e.g., ICU-CCU, the combined ICU-CCU would be considered on SCU.  For example:

A hospital gives both ICU and CCU care in one area serviced by one nursing station.  For settlement purposes, the combination of the ICU and CCU would be considered as a single SCU, thus requiring a single cost center.

Hospitals utilizing the combination method of cost apportionment must combine all SCU's into one cost center.
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II. Intensive Care Type Units for Cost Reporting Periods Beginning on or After October 1, 1980

A.
Requirements to Qualify as an Intensive Care Type Unit.--To be considered an intensive care type unit, the unit must furnish services to critically ill patients.  A critically ill patient is defined as a person with a serious illness or injury who requires special life-saving techniques and equipment immediately available.  The intensive care type unit furnishes services in life-threatening situations and provides a level of care comparable to that which is furnished in intensive care.  (Examples of intensive care type units, included, but are not limited to, intensive care units, trauma units, coronary care units, pulmonary care units, and burn units.  Excluded as intensive care type units are postoperative recovery room, postanethesia recovery rooms, maternity labor rooms, and subintensive or intermediate care units.)  The unit must also meet the following conditions:

1.
The unit must be in a hospital.

2.
The unit must be physically and identifiably separate from general routine patient care areas, including subintensive or intermediate care units, and ancillary service areas.

Segregation of patients to specific area by type of illness or age, such as psychiatric, neuropsychiatric, geriatric, pediatric, mental costs of care in other general routine areas.

There cannot be a concurrent sharing of nursing staff between an intensive care type unit and units or areas furnishing different levels or types of care.  However, two or more intensive care type units that concurrently share nursing staff can be reimbursed as one combined intensive care type unit if all other criteria in this section are met.

Float nurses (nurses who work in different units on an as-needed basis) can be utilized in the intensive care type unit.  If a float nurse works in two different units during the same 8-hour shift, then the costs must be allocated to the appropriate units depending upon the time spent in those units. The hospital must maintain adequate records to support the allocation.  If such records are not available, then the costs must be allocated to the general routine service cost area.

3.
There must be specific written policies that include criteria for admission to, and discharge from, the unit.

4.
Registered nursing care must be furnished on a continuous 24-hour basis.  At least one registered nurse must be present in the unit at all times.
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5.
A minimum nurse-patient ratio of one nurse to two patients per patient day must be maintained; i.e., 12 hours of nursing care per patient day.  This can be calculated by converting the total number of patient days into patient hours, with this total being divided by the total number of nursing hours.  For example, if the total number of patient days is l,000, the number of patient hours is 24,000.  Dividing this by the total number of nursing hours give the ratio.  Included in the calculation of this nurse-patient ratio are registered nurses, licensed vocational nurses, licensed practical nurses, and nursing assistants who provide patient care.  Not included are general support personnel such as ward clerks, custodians and housekeeping personnel.

6.
The unit must be equipped, or have available for immediate use, life-saving equipment necessary to treat the critically ill patients for which it is designed.   This equipment may include, but is not limited to, respiratory and cardiac monitoring equipment, respirators, cardiac defibrillator, and wall or canister oxygen and compressed air.

NOTE:
If a neonatal unit qualifies as an intensive care type unit, the days are considered intensive care type days rather than nursery days.  (See Part II, Chapter 3, § 304.2, lines 4, 5, 6.)  A regular well baby nursery may not be considered an intensive care type unit.

See § 2217 where a hospital places general care patients temporarily in intensive care type units because all available general care beds are occupied.

B.
Subintensive Care Type Units.--Some hospitals have units which provide a level of care between other general routine and intensive care.  These units are typically designated as subintensive, subacute, progressive, intermediate care units, etc. Subintensive care type units are considered part of the total spectrum of general routine care and are therefore reimbursed by combining the reasonable costs of the care furnished in the unit with the reasonable costs of care in other general routine areas.

C.
Intensive Care Type Unit Cost Center.--For purposes of reimbursement, hospitals must determine the average cost per diem for each intensive care type unit.  For example:

A hospital has two physically separate intensive care type units, an ICU and CCU, serviced by two nursing stations.  For settlement purposes, the ICU and CCU would be considered as two distinct intensive care type units, thus requiring two cost centers.
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Where a hospital has a physically combined intensive care type unit; e.g., ICU-CCU, the combined ICU-CCU would be considered on intensive care type unit.  For example:

A hospital gives both ICU and CCU care in one area serviced by one nursing station.  For settlement purposes, the combination of the ICU and CCU would be considered as a single intensive care type unit, thus requiring a single cost center.

2202.8
 Ancillary Services.--Ancillary services in a hospital or SNF include laboratory, radiology, drugs, delivery room (including maternity labor room), operating room (including postanesthesia and postoperative recovery rooms), and therapy services (physical, speech, occupational).  Ancillary services may also include other special items and services for which charges are customarily made in addition to a routine service charge.  (See §2203.1 and §2203.2 for further discussion of ancillary services in an SNF.)

2202.9
 Ratio of Beneficiary Charges to Total Charges on a Departmental Basis.--Ration or beneficiary charges to total charges on a department basis, as applied to inpatients, means the ration of covered inpatient charges to beneficiaries of the health insurance program for services of a revenue-producing department or center in the inpatient charges to all inpatients for that center during a cost reporting period.  After each revenue-producing center's ratio is determined, the cost of covered services rendered to beneficiaries of the health insurance program is computed by applying the individual ratio for the center to the cost of the related center for the period.
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2202.10
Ratio of Beneficiary Charges for Ancillary Services to Total Charges for Ancillary Services Under the Combination Method.--

A.
For cost reporting periods starting before January 1, 1972, the ratio of beneficiary charges for ancillary services to total charges for ancillary services, as applied to inpatients, means the ratio of the total inpatient charges for covered ancillary services rendered to beneficiaries of the health insurance program to the total inpatient charges for ancillary services to all patients during a cost reporting period.  This ratio is applied to the total allowable inpatient ancillary costs for the period to determine the amount of reimbursement to a provider for the covered ancillary services rendered to beneficiaries.

B.
For cost reporting periods starting after December 31, 1971, the ratio of beneficiary charges for ancillary services to total charges for ancillary services, as applied to inpatients, means the ratio of the total inpatient charges for covered ancillary services rendered to beneficiaries of the health insurance program to the total inpatient charges, excluding delivery and labor room charges for ancillary services to all patients during a cost reporting period.  This ratio is applied to the total allowable inpatient ancillary costs for the period, excluding delivery and labor room costs, to determine the amount of reimbursement to a provider for the covered ancillary services rendered to beneficiaries.

2202.11
Average Cost Per Diem for Routine Services.--

A.
For cost reporting periods starting before January 1, 1972, average cost per diem for routine services means the amount computed by dividing the total allowable inpatient cost for routine services by the total number of inpatient days of care (including intensive care but excluding newborn days where nursery costs are excluded from routine service costs)rendered by the provider in the cost reporting period.  (Total number of inpatient days includes any charity and courtesy days of care rendered, and may or may not include employee days in accordance with §332.1.)

B.
For cost reporting periods starting after December 31, 1971, average cost per diem for general routine services means the amount computed by dividing the total allowable inpatient cost for routine services (excluding the cost of services provided in intensive care units, coronary care units, and other special care inpatient hospital units as well as nursery costs) by the total number of inpatient days of care (excluding days of care in intensive care units, coronary care units, and other special care inpatient hospital units and newborn days) rendered by the provider in the cost reporting period.  (Total number of inpatient days includes any charity and courtesy days of care rendered, and may or may not include employee days in accordance with §332.1.)

C.
Average cost per diem under swing-bed reimbursement.--Reimbursement of routine services furnished in a swing-bed hospital is based on separate average per diem costs for routine long-term care services and general routine inpatient hospital services (see §2230.4 A.)
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2202.12
Average Cost Per Diem for Hospital Intensive Care Type Units.--Average cost per diem for intensive care units, coronary care units, and other intensive care type inpatient hospital units as defined in §2202.7 means the amount computed by dividing the total allowable costs for routine services in each (see §2200.2A), or the aggregate (see §2200.2B), of these units by the total number of inpatient days of care rendered in each or the aggregate of these units.

2202.13
Year-End Billing.--A year-end billing is a billing which contains the charges not previously billed for all services furnished to a patient through the end of a cost reporting period.  Services furnished in the next reporting period should be billed separately as charges for services provided in different cost reporting periods should not be put on the same bill.

2202.14
Outpatient Services.--Outpatient services include services that are diagnostic in nature as well as those services and supplies which are incident to the services of physicians in the treatment of patients.  For a specific description of provider covered services refer to the Hospital Manual (HCFA Pub. 10), Skilled Nursing Facility Manual (HCFA Pub. 12), Home Health Agency Manual (HCFA Pub. 11), and Outpatient Physical Therapy Provider Manual (HCFA Pub. 9).

2202.15
Visit.--See §2302.18 for definition.

2202.16
Outpatient Occasion of Service.--See §2302.13 for definition.

2202.17
Most Prevalent Semiprivate Charge.--The most prevalent charge for semi-private accommodations is the charge which applies to the greatest number of semiprivate beds.  It is determined from the following information:

1.
type of accommodation;

2.
total rooms of each type of each different room rate;

3.
total beds found in each type of each room rate;

4.
daily charge for the type of room.

The most prevalent charge for semiprivate accommodations is that single rate charge for the largest number of beds determined in 3 above.
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EXAMPLE:

         (1)      
   (2)
         (3)
             (4)

     Type of                           Total Rooms  
   Total Beds   
            Rate

Accommodation                   of This Type              Col. (1) X Col. (2)                 Per Day
2 beds
10
20
$30

2 beds
 8
16
35

3 beds
2
6
20

4 beds
1
 4
15

NOTE:  $30 is the most prevalent semiprivate rate.


Provider Charge Structure
2203.
PROVIDER CHARGE STRUCTURE AS BASIS FOR APPORTIONMENT

To assure that Medicare's share of the provider's costs equitably reflects the costs of services received by Medicare beneficiaries, the intermediary, in determining reasonable cost reimbursement, evaluates the charging practice of the provider to ascertain whether it results in an equitable basis for apportioning costs.  So that its charges may be allowable for use in apportioning costs under the program, each facility should have an established charge structure which is applied uniformly to each patient as services are furnished to the patient and which is reasonably and consistently related to the cost of providing the services.  While the Medicare program cannot dictate to a provider what its charges or charge structure may be, the program may determine whether or not the charges are allowable for use in apportioning costs under the program.  Hospitals which have subproviders and hospital-based SNFs must also maintain uniform charges across all payer categories, as well as like charges for like services across each provider setting, in order to properly apportion costs.  If like charges for like services are not maintained across provider settings, the cost report must not combine charges when calculating cost-to-charge ratios but must report separately, by department, costs and charges for the hospital, subprovider, and skilled nursing facility.  An exception to this requirement is if the provider has the ability to gross-up charges described in §2314.B.

In determining reimbursement for the costs of routine services, providers do not use charges but use patient days for apportionment purposes in a skilled nursing facility (to the extent certified) or in a hospital (with separate computation for each separate care unit).  Costs of routine services are determined based on the consideration that all patients in each separate area are receiving similar services.

The cost of those items and services specifically classified as routine in §2202.6 are always considered routine service costs, and the costs of those specifically classified as ancillary in §2202.8 are always considered ancillary service costs for purposes of Medicare reimbursement.  A separate ancillary charge for a particular item or service other than those listed as ancillary in §2202.8 is not recognized, and the cost of the item or service is not included in an ancillary cost center, where the common or established practice of providers of the same class (hospital or SNF) in the same State is to include the item or service in the routine service charge.  Where there is no 
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common or established classification of an item or service as routine or ancillary among providers of the same class in the same State, a provider's customary charging practice is recognized so long as it is consistently followed for all patients and does not result in an inequitable apportionment of cost to the program.  Ancillary charges for items or services furnished Medicare beneficiaries, including those enumerated in §2202.8, are not recognized by the program if separate charges are not also recorded by the provider for all non-Medicare patients receiving these same items or services directly from the provider.

2203.1
Routine Services in SNFs.--Hospitals and most SNFs differ historically in their charging practices and method of providing services.  It is common in nursing homes and other posthospital care facilities, of which SNFs provide the higher level of care, for certain supplies and services to be furnished or purchased for some patients directly by their families or third parties, while the institution furnishes them to other patients and charges for them.  In addition, customary charges may not be recorded, as they are for Medicare beneficiaries, for patients for whom other third-party payers reimburse the SNF a flat rate.  Such practices may significantly distort allocations in determining departmental costs.  To reduce the potential impact of unusual or inconsistent charging practices, the following types of items and services, in addition to room, dietary, medical social services, and psychiatric social services, are always considered routine in an SNF for purposes of Medicare cost apportionment, even if customarily considered ancillary by an SNF:

o
All general nursing services, including administration of oxygen and related medications (see §2203.2 for inhalation therapy by an inhalation therapist), handfeeding, incontinency care, tray service, enemas, etc.

o
Items which are furnished routinely and relatively uniformly to all patients, e.g., patient gowns, paper tissues, water pitchers, basins, bed pans, deodorants, mouthwashes.

o
Items stocked at nursing stations or on the floor in gross supply and distributed or utilized individually in small quantities, e.g., alcohol, applicators, cotton balls, bandaids, antacid, aspirin (and other nonlegend drugs ordinarily kept on hand), suppositories, tongue depressors.

o
Items which are utilized by individual patients but which are reusable and expected to be available in an institution providing an SNF level of care, e.g., ice bags, bed rails, canes, crutches, walkers, wheelchairs, traction equipment, other durable medical equipment (DME) which does not meet the criteria for ancillary services in SNFs under §2203.2 and the requirements for recognition of ancillary charges under §2203.  The criteria in §2203.2 explicitly state that items and services may be considered ancillary if they are identifiable items and services tailored to an individual patient's specific medical needs, are furnished at the direction of a physician, and are either not reusable or represent a cost for each preparation.  Accordingly, those items of DME which do not meet both the criteria of §2203.2 and the requirements of §2203 for recognition of ancillary charges must be classified as routine.  Examples of DME which may qualify as ancillary items are respirators and air fluidized beds.
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o
Special dietary supplements used for tube feeding or oral feeding, such as elemental high nitrogen diet, even if written as a prescription item by a physician, because these supplements have been classified by the Food and Drug Administration as a food rather than a drug.

EXCEPTION:
To facilitate accurate and equitable cost apportionment within a single hospital-SNF complex where both components have customarily followed a uniform charging practice, the same classification of items and services as routine or ancillary may continue to be used by a participating hospital-based SNF as is used by the related hospital for Medicare reimbursement purposes.

2203.2
Ancillary Services in SNFs.--Items and services (other than the types classified as routine services in §2203.1) may be considered ancillary in an SNF if charges for them meet the requirements of §2203 for recognition of ancillary charges and if they are:

o
Direct identifiable services to individual patients, and

o
Not generally furnished to most patients, and
o
One of the following:

-
Not reusable, e.g., artificial limbs and organs, braces, intravenous fluids or solutions, oxygen (including medications), disposable catheters;

-
Represent a cost for each preparation, e.g., catheters and related equipment, colostomy bags, drainage equipment, trays and tubing; 

-
Complex medical equipment, e.g., ventilators; or

-
Support surfaces.  The support surfaces which are classified as ancillary are those listed under the Durable Medical Equipment Regional Carrier's (DMERC) level 2 and level 3 support surfaces categories.  For example, support surfaces which qualify under DMERC's level 2 support surface criteria are low air loss mattress replacement and overlay systems.  An example of support surfaces which qualify under DMERC's level 3 support surface criteria is air fluidized therapy.


NOTE:
Items listed in the DMERC level 1 support surface criteria do not qualify for this category because they are inexpensive and common enough to be considered routine services in all cases.

The use of an operating room and the provision of inhalation therapy services by an inhalation therapist are reimbursable skilled nursing facility services only when furnished to the SNF by a hospital with which the SNF has a transfer agreement.

2203.3
Rental of Equipment.--Rental of equipment by a provider from an outside vendor does not in itself give rise to an ancillary charge.  Where a provider rents equipment, the reasonable rental charge is includable in allowable costs of the appropriate department and is subject to apportionment in the same way as other costs of the same department.
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2204.
MEDICARE CHARGES

Medicare charges refer to the regular rates for various covered services which are charged to beneficiaries for inpatient or outpatient services.  The Medicare charge for a specific service must be the same as the charge made to non-Medicare patients (including Medicaid, CHAMPUS, private, etc.), must be recorded in the respective income accounts of the facility, and must be related to the cost of the service.  (See §2202.4.)

2204.1
Hospital-Based Physicians.--When a provider uses the ratio of Medicare charges to total charges to apportion allowable costs to the program, the provider may either include or exclude the charges for professional services rendered by hospital-based physicians from both total and Medicare charges in determining the ratio.  Additionally, when the provider is using the combination method, the inclusion or exclusion of such charges must be uniform for all ancillary departments for both inpatient and outpatient services.  (See §2206.1 for information on accrual of charges.)  In all cases, a provider must exclude from allowable costs the payment made to hospital-based physicians as compensation for professional services rendered to patients that are reimbursable under the supplementary medical insurance program (Part B of title XVIII of the Act).  (See 42 CFR 405.483-405.488 and §§2108-2108.10.)

2204.2
Accommodations.--

A.
For cost reporting periods beginning after December 31, 1971, and before October 1, 1982, inpatient routine service costs must be apportioned on an average cost per diem under both the departmental method and the combination method for all providers.  Thus, the program pays the same amount for routine services whether the patient has a private room not medically necessary, a private room medically necessary, a semi-private room (two, three, or four bed accommodations), or ward accommodations when consistent with program purposes.  (See §2204.3.)

1.
If the patient is admitted to a provider having both private and semi-private accommodations, the provider may nevertheless charge the patient a differential for a private room if:

a.
The private room is not medically necessary; and

b.
The patient (or relative or other person acting on his/her behalf) has requested the private room and the provider informs him/her at the time of the request of the amount of the charge.

The private room charge differential may not exceed the difference between the customary charge for the accommodations furnished and the most prevalent semi-private accommodation rate at the time of the patient's admission.  (See §2202.17.)

2.
If the patient is admitted to a provider which has only private accommodations, medical necessity is deemed to exist for the accommodations furnished.  Beneficiaries may not be subject to an extra charge for a private room in an all-private room provider.  Beneficiaries do not have alternative accommodations in such a provider and, therefore, are not requesting service for which an extra charge may be made.
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B.
For cost reporting periods beginning on or after October 1, 1982, the apportionment methodology for inpatient general routine service costs (see §2207)  is revised to include in Medicare costs the difference in cost between semiprivate and private accommodations only when private rooms are furnished to Medicare beneficiaries for medically necessary reasons.   As provided in subsection A, you may still collect a private room charge differential from Medicare beneficiaries when private rooms are requested and are not medically necessary.  (See also §A210.1 of the Hospital Manual or §A230.2 of the SNF Manual for your responsibilities regarding private rooms.)

Under the swing bed provision, Medicare payment for inpatient general routine hospital services is determined after excluding amounts and days attributable to the routine long term care services provided under the swing bed approval.  Since payment rates are specified for the long term days of care, the apportionment methodology described above does not apply to these days of care.  However, you may charge a beneficiary a differential for such days which are furnished in a private room as requested by the beneficiary and which are not medically necessary.

2204.3
 Accommodation Differential.--When ward accommodations are furnished at the patient's request or for a reason determined to be consistent with the purpose of the health insurance program, payment is made for the reasonable cost of the accommodations furnished.

Where a ward accommodation is furnished by a provider not at the patient's request nor for a reason that the intermediary can approve as consistent with the purposes of the health insurance program, payment is made for the reasonable cost of semiprivate accommodations less an accommodation differential (the difference between the hospital's customary charge for semiprivate accommodations at the most prevalent rate at the time of the patient's admission (see §2202.17) and its customary charge for the ward accommodation actually furnished).  (See §210.1F2 of the Hospital Manual or §230.2F2 of the SNF Manual.) 

In either situation, the customary charge for the ward accommodation actually furnished is the charge included on the billing form.

It is consistent with the program's purpose to furnish bed and board in less expensive accommodations when semiprivate accommodations are not available. However, the patient must be moved to semiprivate accommodations when they become available.  Payment to hospitals which have only ward accommodations is made on the basis of the reasonable cost of the accommodations furnished.
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2205.
MEDICARE PATIENT DAYS

Only full patient days may be used apportion inpatient routine care service costs (separately for general care and for intensive care) to the Medicare program.  A day begins at midnight and ends 24 hours later.  The midnight-to-midnight method must be used even if you use a different definition of a patient day for your statistical or other purposes.


An inpatient at midnight is included in the census of your inpatient routine (general or intensive) care area regardless of the patient's location at midnight (whether in a routine bed, in an ancillary area, etc.), including a patient who has not yet occupied a routine care bed since admission.  (See exception in §2205.2 regarding maternity patients.)  When a patient occupies a bed in more than one routine care area in one day, the inpatient day is counted only in the routine care area in which the patient was located at midnight.  In a case where the patient is located in an ancillary area at midnight, an inpatient day is counted in the routine care area in which the patient was located before going to the ancillary area.  If the patient was not located in a routine care area since admission, an inpatient day is counted in the routine care area to which the patient was assigned.  See §2805 regarding apportionment statistics for providers subject to the prospective payment system.


2205.1 Days of Admission and Discharge.--The day of admission is the day when a person is admitted to a provider for bed occupancy for purposes of receiving inpatient services and counts as a day of inpatient routine care.  Except when the day of admission and discharge (or death) are the same, the day of discharge is not counted as a day of inpatient routine care.  (However, charges for ancillary services on the day of discharge are included in charges for covered services.)  If admission and discharge occur on the same day, the day is considered a day of admission and counts as a day of inpatient routine care. If a patient admitted and discharged on the same day was located only in an ancillary area during the stay, an inpatient day is counted in the routine care area to which the patient was assigned (subject to §2205.2 regarding maternity patients).  When a patient is admitted and then transferred from one participating provider to another participating provider before midnight of the same day, a day (except for utilization purposes) is counted at both providers.  A day of Medicare utilization is charged only for the admission to the second provider.


2205.2 Counting Patient Days for Maternity Patients.--A maternity patient in the labor/delivery room ancillary area at midnight is included in the census of the inpatient routine (general or intensive) care area only if the patient has occupied an inpatient routine bed at some time since admission.  No days of inpatient routine care are counted for a maternity inpatient who is discharged (or dies) without ever occupying an inpatient routine bed.  However, once a maternity patient has occupied an inpatient routine bed, at each subsequent census the patient is included in the census of the inpatient routine care area to which assigned even if the patient is located in an ancillary area (labor/delivery room or another ancillary area) at midnight.  In some cases, a maternity patient may occupy an inpatient bed only on the day of discharge, where the day of discharge differs from the day of admission.  For purposes of apportioning the cost of inpatient routine care, this single day of routine care is counted as the day of admission (to routine care) and discharge and, therefore, is counted as one day of inpatient routine care.
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2205.3
 Late Discharge.--When a patient continues to occupy his accommodations in a hospital or SNF beyond the check out time for personal reasons (e.g., the patient is not bedridden, and is awaiting transportation to his home), the hospital or SNF may charge the beneficiary for the continued stay.  A stay beyond the normal checkout time which is for the comfort or convenience of the patient is not covered under the program.  The institution's agreement to participate in the program does not preclude it from charging the patient as a non-covered service.  It is expected that providers will not impose late charges unless the beneficiary has been given reasonable advance notice (for example, 24 hours) of his impending discharge.

Where the patient's medical condition is the cause of the stay past the checkout time (e.g., the patient needs further services, is bedridden and awaiting transportation to his home or to a skilled nursing facility, or dies in the institution), the stay beyond the discharge hour is covered under the program and the hospital may not charge the patient.  (See § 2206.2.)

Fractional or full days due to late discharges must not be included in total patient days or total Medicare days.  Medicare will thus reimburse its share of allowable late discharge costs incurred for medical reasons as part of routine costs on the basis of its share of total patient days.

The Medicare days of care are the cumulative total of "covered days" shown on Item 28 of Form HCFA-1453, Inpatient Hospital and Skilled Nursing Facility Admission and Billing.

2205.4
 Leave of Absence Days.--The day on which the patient began a leave of absence is treated as a day of discharge and is not counted as an inpatient day unless he returns to the hospital by midnight of the same day.  The day the patient returns to the hospital from a leave of absence is treated as a day of admission and is counted as an inpatient day if he is present at midnight of that day.  Providers are not required to go through the actual administrative process of discharging a patient when he begins a leave of absence nor are they required to complete new admission forms when he returns.  The number of leave days should be noted on the billing form.

The provider may not charge the beneficiary for leave days.  In cases where the provider charges non-Medicare patients for leave days but is precluded from charging Medicare patients, then in apportioning cost to the Medicare program, the provider should eliminate the non-Medicare charges and days from total charges and days so that the result will be the same as if the non-Medicare patients were not charged for these days.

As the program regards the cost of holding a room during a leave of absence as synonymous with standby costs, no exclusion is required for costs representing leave of absence days.

2205.5
 Patient Days for Purposes of Swing-Bed Reimbursement.--(See §2230.2.)
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2206.
TOTAL CHARGES

2206.1 Accrual.--A provider's total charges used in the ratio of beneficiary charges to total charges should include all charges for services rendered during the entire cost reporting period.  Where a provider does not record its total actual charges on this basis, an accrual must be established to provide for any unrecorded charges.  This would also include delayed billing charges, i.e., those charges recorded in a subsequent cost reporting period but applicable to services rendered in the current cost reporting period.  A provider should be consistent in the method which is used to establish accrued charges at the end of each cost reporting period.  See §2805 regarding apportionment statistics for providers subject to the prospective payment system (PPS).
Where the costs of nonallowable services (e.g., costs of television and radio services for the entertainment of the patients where the equipment is located in patient accommodations) are excluded from allowable costs on the Medicare statement of reimbursable costs, the charges for such nonallowable services for all patients should also be excluded from total charges.  Where a provider chooses to include the charges for professional services rendered by hospital-based physicians in Medicare and total charges, these charges must also be accrued.  (See § 2204.l.)

2206.2
 Late Discharges.--Where a provider imposes a charge for a late discharge, it should include such charges in its total charges for all patients.  This is required in order to effect the proper apportionment of costs in the Medicare cost reimbursement formula based on the ratio of Medicare charges to total charges. (For cost reporting periods beginning before January 1, 1972.) (See 2205.3 for an explanation of late discharges for Medicare beneficiaries.)

2206.3
 Accommodation Differential - Difference between Semiprivate and Ward.--See § 2204.3, Accommodation Differential.


Cost Apportionment
2207.
METHODS OF COST APPORTIONMENT FOR PART A INPATIENT SERVICES

2207.1
 Objective.--The law provides that the costs of services to individuals covered by the health insurance program will not be borne by individuals not so covered, and, conversely, that costs of services to individuals who are not under the program will not be borne by the program.

The two methods of apportionment (departmental and combination) available for use in determining the cost of services rendered to beneficiaries of the program have as their goal the allocation of the total allowable costs between the beneficiaries and other patients in as equitable a manner as possible.  Under these methods, if it is found that beneficiaries receive more than the average amount of services, the providers would receive reimbursement greater than the average cost for all patients.  Conversely, if the beneficiaries receive less than the average amount of services, the providers would be reimbursed accordingly for the services rendered.
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