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2830.30
Radiology Services and Other Diagnostic Procedures.--Payment for hospital outpatient radiology services furnished on or after October 1, 1988 and for other diagnostic procedures furnished by hospitals on an outpatient basis on or after October 1, 1989, is based, in part, on what the program pays for the same services and procedures as if they were furnished in a physician's office in the same locality.

2830.31
Payment for Hospital Outpatient Radiology Services.--For purposes of this provision, radiology services include diagnostic and therapeutic radiology, nuclear medicine, CAT scan procedures, MRI (magnetic resonance imaging), ultrasound and other imaging services.  (See §IM 423.1 G of the Hospital Manual for a detailed list of the radiology services that are subject to this payment method.)  Also considered to be part of the radiology procedure and subject to the payment method are any items or services that are furnished in conjunction with the radiological procedure being performed, such as contrast agents or media, anesthesiology and other supplies.  

Effective for services furnished on or after October 1, 1988, the aggregate amount of payment for hospital outpatient radiology services furnished during a cost reporting period is based on a comparison between two amounts.  The payment is the lesser of:

1.
The amount that is paid to the hospital for the services under §1833(a)(2)(B) of the Act (i.e., the lower of the hospital's reasonable costs or customary charges for the services, reduced by deductibles and coinsurance); or

2.
An amount based on a blend of

o
The amount that is paid to the hospital for the services under §1833(a)(2)(B) of the Act (referred to as the hospital-specific amount); and

o
An amount equal to 80 percent of the amount determined by subtracting deductibles from 62 percent of the amount that is paid to participating physicians for the same services as if they were furnished in a physician's office in the same locality. (NOTE:  The calculation uses 62 percent of the prevailing charge in order to recognize the facility or technical component and exclude the physician component.  The calculation also applies an 80 percent factor in order to exclude beneficiary coinsurance.)

Effective for services furnished on or after April 1, 1989, radiologists are paid for services furnished in their offices based on a fee schedule amount instead of prevailing charges.  Therefore, for hospital outpatient radiology services furnished on or after April 1, 1989, the blend is based on the radiology fee schedule amounts instead of prevailing charges.  

For radiology services furnished on or after October 1, 1988 and before October 1, 1989, the blended amount is calculated as 65 percent of the hospital-specific amount plus 35 percent of the prevailing charge or fee schedule amount.  For radiology services furnished on or after October 1, 1989, the blended amount is calculated as 50 percent of the hospital-specific amount plus 50 percent of the fee schedule amount.  
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2830.32
Illustration of Payment Method for Hospital Outpatient Radiology Services.--

Assumptions (For radiology services furnished from 10/1/88 through 12/31/88):

Hospital's customary charges for outpatient radiology services
$ 55,000

Hospital's reasonable costs for outpatient radiology services
   50,000

Deductibles


     7,000

Coinsurance(($55,000 charges - $7,000 deductibles) x 20%)
     9,600

Prevailing charges for radiology services
   72,000

Calculation of Aggregate Payment for Outpatient Radiology Services for Cost Reporting Period Ending 12/31/88:

Payment is the lesser of:

(1)
Lower of hospital's cost or charges
$ 50,000

(Net of coinsurance and deductibles)
 -16,600
$ 33,400
OR

(2)
Blended amount:

65% x hospital specific amount

(65% x $33,400)
$ 21,710

35% x 80% x ((62% x prevailing charges) - deductibles)

35% x 80% x ((62% x $72,000) - $7,000)
 +10,539
$ 32,249
In this example, the blended amount of $32,249 is less than the amount determined as the lower of the hospital's reasonable costs or customary charges, reduced by deductibles and coinsurance of $33,400.  Therefore, Medicare payment is $32,249.

2830.33
Payment for Other Diagnostic Procedures.--Although the other diagnostic procedures subject to the new payment method have not yet been identified, they include diagnostic procedures other than diagnostic laboratory tests and diagnostic radiology procedures.

Effective for other diagnostic procedures furnished by hospitals on an outpatient basis on or after October 1, 1989, the aggregate payment is based on a comparison between two amounts.  The aggregate payment is the lesser of:

1.
The amount that is paid to the hospital for the procedures under §1833(a)(2)(B) of the Act (i.e., the lower of the hospital's reasonable costs or customary charges for the services, reduced by deductibles and coinsurance); or
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2.
An amount based on a blend of

o
The amount that is paid to the hospital for the services under §1833(a)(2)(B) of the Act (referred to as the hospital-specific amount); and

o
An amount equal to 80 percent of the amount determined by subtracting deductibles from 42 percent of the prevailing charge amount established for participating physicians for the same services as if they were furnished in a physician's office in the same locality (referred to as the prevailing charge amount).  (NOTE:  The calculation of the prevailing charge amount uses 42 percent of the prevailing charge in order to recognize the facility or technical component and exclude the physician component.  The calculation also applies an 80 percent factor in order to exclude beneficiary coinsurance.)

For other diagnostic procedures furnished on or after October 1, 1989 and before October 1, 1990, the blended amount is calculated as 65 percent of the hospital-specific amount plus 35 percent of the prevailing charge amount.  For other diagnostic procedures furnished on or after October 1, 1990, the blended amount is calculated as 50 percent of the hospital-specific amount plus 50 percent of the prevailing charge amount.

2830.34
Illustration of Payment Method for Other Diagnostic Procedures Furnished by Hospitals on an Outpatient Basis.--

Assumptions (For other diagnostic procedures furnished from 10/1/89 through 12/31/89):

Hospital's customary charges for outpatient other diagnostic

procedures

 $ 19,000

Hospital's reasonable costs for outpatient other diagnostic

procedures

  
 25,000

Deductibles


   
 3,000

Coinsurance (($19,000 charges - $3,000 deductibles) x 20%)
   
 3,200

Prevailing charges for other diagnostic procedures
    50,000

Calculation of Aggregate Payment for Outpatient "Other Diagnostic" Procedures for Cost Reporting Period Ending 12/31/89:

Payment is the lesser of:

(1)
Lower of hospital's cost or charges
$ 19,000

(Net of coinsurance and deductibles)
  - 6,200
$ 12,800
OR

(2)
Blended amount:

65% x hospital specific amount

(65% x $12,800)
$  8,320

35% x 80% x ((42% prevailing charges) - deductibles)

35% x 80% x ((42% x $50,000) - $3,000)
 + 5,040
$ 13,360
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In this example, the amount of $12,800 determined as the lower of the hospital's reasonable cost or customary charges, reduced by deductibles and coinsurance, is less than the blended amount of $13,360.  Therefore, Medicare payment is $12,800.
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