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3683.
HOW TO DETERMINE CURRENT MEDICARE INTERIM PAYMENT AMOUNT 


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


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


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


o
Periodic Interim Payments (PIP) - Determine a gross per diem or per visit rate (without reduction for deductibles or coinsurance) based on the provider's current PIP amount (See PRM, §2407).  Multiply this amount by the number of covered days (visits).


Use the above per diem (per visit) or percentage of billed charges rate in calculating Medicare liability for prior year claims processed in the current year.


Providers also use these guidelines.  Therefore, inform them of the applicable per diem (per visit) or percentage rates and of any changes.


For providers not on PIP, their interim payment on a bill-by-bill basis is eliminated or reduced.  (See §3682.1.)  


For providers on PIP, a reduction in interim payment received through PIP is necessary.  Where Medicare is determined not to have any liability, reduce the PIP amount to reflect that no interim payment is due.  Where Medicare is determined to be secondarily liable (see §3682.1), reduce the PIP amount to reflect any excess of the primary payment over the applicable deductible and coinsurance.


Determine any reduction in the PIP amount by offset against the next payment or by taking estimated deductions into account in establishing the PIP amount.


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.

6-502
Rev. 1609

11-93
BILL REVIEW
3684

3684.
BENEFITS EXHAUSTED SITUATIONS WHEN MEDICARE IS SECONDARY

PAYER FOR REASONABLE COST PROVIDERS

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 affects Medicare covered charges in situations where benefits are exhausted.  At the same time, the ratio of Medicare covered charges to total charges determines the portion of the primary payment that is allocated to Medicare covered services.  Consider the primary payment's effect upon Medicare covered services 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 §3685.

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

Current Medicare Per Diem Interim

Payment Rate




$  480

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

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
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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 X 10 = 4.375

             $4,800

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.  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 the 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 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 to determine the days recorded as covered for statistical purposes.

EXAMPLE:  3    X 10 = 6.86 = 7 days

          4.375

Charges for days 1-7 are shown as covered on the bill.  Charges for days 8-10 are reported as noncovered.
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o
Redetermine the allocation of the primary payer's payment for covered services based upon the revised Medicare covered charges.

EXAMPLE: $3,000 X $3,000 = $1,800

 $5,000

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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3685.
BILLING PROCEDURES FOR HOSPITALS ON PROSPECTIVE PAYMENT WHEN MEDICARE IS SECONDARY PAYER


A.
General.--Instructions for processing claims in which Medicare is secondary payer are provided in §§3682-3684.  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 any 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 medical education activities (42 CFR 413.86) 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 non-outlier days before entitlement or after benefits are exhausted.


2.
Determining Amount of Primary Payer Payment That Applies to Medicare Covered Services.--The hospital indicates the primary payer's allocation of its payment between covered and noncovered Medicare services by entering the amount paid by the primary payer toward Medicare covered services in value codes (Items 46-49).  Where the hospital cannot determine the services covered by the primary payment, it applies 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 enters 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 subsection A4 for determining covered charges in this situation.
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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 with utilization and coinsurance as follows:


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, charge full utilization.  Therefore, calculate coinsurance in the usual manner; or 


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, charge utilization only to the extent that Medicare paid for the services.  Follow the procedures below to determine utilization and coinsurance.  


Calculate utilization as follows:


o
Determine the Medicare secondary payment amount in accordance with §IM3497.5;


o
Divide this amount by the amount Medicare would have paid as primary payer (the Medicare payment rate reduced by deductible and coinsurance); and


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


Do not charge a partial day resulting from this calculation as a full day if it is less than half of a day.  Charge as a full day if it is a half 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 A4 to determine the impact of the primary payment on 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, charge only the actual days of coverage in the stay, or two days, 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

Charge the beneficiary 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

Charge the beneficiary 3 lifetime reserve days and determine coinsurance 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, charge one coinsurance day and two lifetime reserve days.

NOTE:
For additional utilization examples see §3682.1.B.3.  These examples apply to reasonable cost providers and not PPS hospitals.  Therefore, when utilizing the examples substitute the term "total prospective payment amount" for 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 affects Medicare covered charges.  Since the primary payment is allocated to Medicare based on 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.

To determine Medicare covered charges in benefits exhausted situations involving a day outlier, proceed as in the following example:
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FACTS:
                                                      EXAMPLES
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

Outlier Threshold
      5

Medicare Payment Rate (without

 regard to benefits exhausted)
 $4,800

Medicare Payment Rate for Days 1-7
 $4,000

STEPS:
1.
Determine what the 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 3000 = $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 exhaustion.

EXAMPLE: $2,100 X 10 = 4.375 days

     
     $4,800
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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.  The case no longer involves benefits exhaustion.  Report all otherwise covered days and charges 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 Medicare 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      X 10 = 6.86 = 7 days

        4.375

If the outlier threshold was fewer than 7 days, record charges for days 1-7 as covered.  If the outlier threshold was 7 days or more, record charges for the nonoutlier portion of the stay as covered.  Since the outlier threshold is 5 days in this example, 7 days are considered covered and the charges for days 1-7 reported as covered for statistical and payment purposes.

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

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

         $5,000

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
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B.
Full Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection A2) equals or exceeds the hospital's full charges for those services or the Medicare payment rate (without regard to deductible or coinsurance) or the hospital accepts, or is obligated to accept, the primary payment as payment in full for the services, and it receives this amount, no payment is due from Medicare and no utilization is charged to the beneficiary.


The hospital submits a no-payment bill.  Process the bill in accordance with §3682.1.A as appropriate.


C.
Partial Payment by Primary Payer.--If payment by the primary payer for Medicare covered services (as determined by the formula in subsection A2) is less than the hospital's full charges for those services and the Medicare payment rate (without regard to deductible or coinsurance), and the hospital does not accept, and is not obligated to accept, the primary payment as payment in full, process the bill in accordance with §§3682.1.B.1, B.2, B.4 and 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 services;


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


o
The provider's charges (or the amount the provider is 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
The provider's charges (or the amount the provider is 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 the provider is 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 the provider is obligated to accept as payment in full in its payment calculation.  In such cases, the provider reports in value code 44 the amount it is obligated to accept as payment in full.  Medicare considers this amount to be the provider's charges.  (See Example 3 in §3682.1.B.6.)  Absent a lower amount that the provider is obligated to accept as payment in full, the amount of the provider's actual charges is used.

Rev. 1609 
6-511

3685 (Cont.)
BILL REVIEW
11-93

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


Process the bill in accordance with §3682.1.B, as appropriate.  For hospitals not on PIP, subtract the greater of the primary payment or the applicable Medicare deductible and coinsurance amount 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 the primary payment amount exceeds the total prospective payment amount, subtract the excess from prospective payments due the hospital for other discharges.  Do not adjust biweekly payments for direct graduate medical education activities and for items that are paid on a reasonable cost basis as a result of primary payment amounts. Biweekly payment 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 the hospitals cost report provides for subtraction of total primary payments from the aggregate of all Medicare payments otherwise due.

For hospitals on PIP (see PRM, Part I, §2405.l.b), reduce the PIP amount for prospective payments to reflect any excess of the primary payment amount over the applicable deductible and coinsurance amount.  Any reduction in PIP payments is 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 payment amounts are reflected only in the PIP payment level.  As with non-PIP hospitals, do not adjust biweekly payments for amounts discussed in §3685 A.l.  

NOTE:
Do not make any reduction to the PIP amount with regard to conditional payments. In these situations payment is made, although conditionally, as if Medicare were fully liable.
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3686.
DEVELOPMENT OF CLAIMS WHERE THERE MAY BE OTHER PAYER INVOLVEMENT

Where Medicare is indicated as primary payer on the HCFA-1450, assume, in the absence of evidence to the contrary, that the provider has correctly determined that there is no other primary coverage and process the claim accordingly.  There are instances in which further development is necessary, as discussed in §3686.2.

3686.1
Further Development Is Not Necessary.--Medicare providers are required by law to obtain other payer information and to certify that such development has occurred.  Submission of the following types of information by a hospital is to be accepted without further inquiry. 


o
Claim containing a MSP value code and payment amount;


o
Condition codes 05, 09, 10, 11, 26, 28, and 29 are shown on bill;


o
Occurrence codes 05, 06, 12, 20, 23, 24, 25, 18, 19, and dates are shown on the bill;


o
Use of remarks field for further clarification;


o
Claim denied because active MSP record, but claim not filed as MSP;


o
MSP claim filed and information on claim matches MSP CWF record; and


o
MSP record shows “not active,” and claim was filed with Medicare as primary payer.

When such information is submitted, do not attempt further development.  The bill automatically updates CWF in the preceding situations.  Your hospital reviews must ensure that bill submissions are proper and comply with the law’s requirements.  (See §3693.)

3686.2
Further Development Is Required.--Develop the claim only when the following billing situation occurs:


o
Condition code 08 is shown on the bill;


o
Claim with primary insurer identification, no primary payer amounts, and nothing indicated in remarks field;





o
Beneficiary has a black lung CWF record, and bill is submitted with a black lung CWF record, and bill is submitted with a black lung diagnosis, but without the primary amount shown or without an EOB, or without remarks, which denies the black lung claim;


o
MSP claim filed with very low primary payment (investigate for possible keying error with provider to ensure accurate payment amount);


o
Trauma diagnosis, no MSP record, and claim does not show occurrence code 05 and date nor remarks;
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         o      Retirement dates same as dates of service (i.e., improper use of occurrence codes 18 and 19);


o
Occurrence codes 01-04 used, but not MSP claim.  No occurrence code 24 or remarks and

no value code and zero dollar showing request for conditional payment; and

3688.
DEDUCTIBLE AND/OR COINSURANCE RATES APPLICABLE ON MEDICARE SECONDARY 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, the provider bills the deductible and/or coinsurance rate applicable to the year in which Medicare utilization is charged.  Medicare utilization (calculated in accordance with §§3682.1.B.3 and 3685.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, the provider bills coinsurance for each coinsurance day in accordance with the applicable coinsurance rate for the year in which the day was used.  The provider uses value codes 09 and ll, form locators 46 through 49, to show specific coinsurance amounts.  See CWF documentation for reporting coinsurance days on the CWF RECORD.

EXAMPLE l:

A beneficiary is in a new benefit period and was admitted to the hospital on December l5, l992, and discharged on January l4, l993.  An insurer primary to Medicare paid the first 20 days of the stay. The provider bills $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 l5, l992, and discharged on January l4, 1993.  Only coinsurance days were available.  An insurer primary to Medicare paid the first 20 days of the stay.  After performing the utilization calculation, the provider determined the beneficiary can be charged with l0 days utilization (December l5 thru December 24).  The provider bills l0 days coinsurance at the 1992 rate ($163 x l0 = $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, l992, 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, the provider determined the beneficiary can be charged with l0 days utilization (December 25, l992 thru January 3, l993).  The provider bills 7 days coinsurance at the l992 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 used.  The data is reported on the HCFA-1450 as follows:
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Value Code 09, Medicare Coinsurance Amount in First Calendar Year   $1,141.00


Value Code ll, Medicare Coinsurance Amount in Second Calendar Year   $507.00


Form Locator 25, Coinsurance Days                                          10


Form Locator 6l, Coinsurance Amount                                 $1,648.00
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