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3610.
HOSPITAL INPATIENT BILLS - GENERAL

A.
Background.--The Social Security Amendments of 1983 (P.L. 98-21) provided for establishment of a prospective payment system (PPS) for Medicare payment of inpatient hospital services.  (See §3611 for corresponding information for PPS capital payments and computation of capital and operating outliers for FY 1992.)  Under PPS, hospitals are paid a predetermined rate per discharge for inpatient hospital services furnished to Medicare beneficiaries.  Each type of Medicare discharge is classified according to a list of DRGs.  These amounts are, with certain exceptions, payment in full to the hospital for inpatient operating costs.  Beneficiary cost-sharing is limited to statutory deductibles, coinsurance, and payment for noncovered items and services.  Section 4003 of OBRA of 1990 (P.L. 101‑508) expands the definition of inpatient operating costs to include certain preadmission services.  (See §3610.3.)

The statute excludes several types of hospitals and hospital units from PPS.  These include psychiatric, long-term, children's and rehabilitation hospitals, cancer hospitals, as well as psychiatric and rehabilitation units operating as distinct parts of acute care hospitals.  Hospitals located outside the 50 States, the District of Columbia, and Puerto Rico are also excluded.  In addition to these categorical exclusions, the statute provides other special exclusions, such as hospitals that are covered under State reimbursement control systems.  These excluded hospitals and units are paid on the basis of reasonable costs subject to the target rate of increase limits.

PPS standardized payment amounts are developed according to urban/rural descriptions in each of nine census divisions and for the nation.  The resulting 20 average standardized amounts are further divided into labor and nonlabor portions and are collectively referred to as the Federal rate.

For discharges occurring on or after April 1, 1988, separate standardized payment amounts are established for large urban areas, urban areas and rural areas.  Large urban areas are urban areas with populations of more than 1,000,000 as determined by the Secretary of HHS on the basis of the most recent census population data.  In addition, any New England County Metropolitan Area (NECMA) with a population of more than 970,000 is a large urban area.

Regional payment floors for the PPS standardized amounts are established for discharges occurring on or after April 1, 1988, and before September 30, 1993.  The regional payment floor equals the higher of the national standardized amount or the sum of 85 percent of the national standardized and 15 percent of the regional standardized amounts. 
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B.
Situations Requiring Special Handling.--

o
Pay Sole Community Hospitals in accordance with the methods used to establish the prospective rates for the first year of the PPS transition.  The 75 percent hospital-specific rate and the 25 percent Federal rate are applied by the Pricer program in accordance with the current values for the appropriate Federal year.

o
Hospitals have the option to continue to be reimbursed on a reasonable cost basis subject to the target ceiling rate or to be reimbursed under PPS if the following are met:

--
Recognized as of April 20, l983, by the National Cancer Institute as Comprehensive Cancer Centers or Clinical Research Centers;

--
Demonstrating that the entire facility is organized primarily for treatment of, and research on, cancer; and

--
Having a patient population that is at least 50 percent of the hospital's total discharges with a principal diagnosis of neoplastic disease.

This decision is made at the beginning of the hospital's FY and continues until the hospital requests a change.  If the provider selects reasonable cost subject to the target ceiling, it can later request PPS. No further option is allowed.

o
Regional and national referral centers within short-term acute care hospital complexes.  Rural hospitals which meet the criteria have their prospective rate determined on the basis of the urban, rather than the rural, adjusted standardized amounts, as adjusted by the applicable DRG weighting factor and the hospital's area wage index.  (See §3610.15.)

o
Hospitals in Alaska and Hawaii have the nonlabor related portion of the wage index adjusted by their appropriate cost-of-living factor.  These calculations are made by the Pricer program and are included in the Federal specific portion of the rate.

o
Kidney and heart acquisition costs are treated as an adjustment to provider payments. The payments are adjusted in each cost reporting period to compensate for the reasonable expenses of the acquisition and are not included in determining the prospective payment.

o
Christian Science Sanatoria are paid on the basis of a predetermined fixed amount per discharge.  Their reimbursement is based upon their historical operating costs per discharge and is not calculated by Pricer.

o
Transferring hospitals with discharges assigned to DRG 385 (Neonates, Died or Transferred) or DRG 456 (burns, transferred to another acute care facility) have their payments calculated by the Pricer program on the same basis as those receiving the full prospective payment.  They are eligible for both cost and day outliers.

o
Nonparticipating hospitals furnishing emergency services are not affected by the legislation.  They continue to be reimbursed upon their existing basis.
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o
VA hospitals are generally excluded from participation.  Where payments are made for Medicare patients, the payments are determined in accordance with 38 U.S.C. 5053(d).

o
Effective April 1, 1988, a Health Maintenance Organization (HMO) or a competitive medical plan (CMP) that receives Medicare payments on a risk basis, may no longer choose to have you make payment directly to the hospital.  Hospitals and SNFs are required to accept as payment in full from HMO/CMPs the amount that would have been paid for the same services furnished to nonenrollees under Medicare reimbursement principles.  (See §3555 for determining payment jurisdiction.)  This does not, however, release you from the requirements of processing HMO paid bills for TEFRA risk HMOs.

o
A hospital that loses its urban area status as a result of the Executive Office of Management and Budget redesignation occurring after April 20, 1983 may qualify for special consideration by having its rural Federal rate phased-in over a 2 year period. The hospital will receive, in addition to its rural Federal rate in the first cost reporting period, two-thirds of the difference between its rural Federal rate and the urban Federal rate that would have been paid had it retained its urban status.  In the second reporting period, one-third of the difference is applied.  The adjustment is applied for two successive cost reporting periods beginning with the cost reporting period in which HCFA recognizes the reclassification.

o
The payment per discharge under the PPS for hospitals in Puerto Rico is the sum of:

--
75 percent of the Puerto Rico discharge weighted urban or rural standardized rate.

--
25 percent of the national discharge weighted standardized rate.

(The special treatment of referral centers and sole community hospitals does not apply to prospective payment hospitals in Puerto Rico.)

o
There are special criteria that facilities must meet in order to obtain approval for payment for heart transplants and special processing procedures for these bills.  (See §3613.)  Facilities that wish to obtain coverage of heart transplants for their Medicare patients must submit an application and documentation showing their initial and ongoing compliance with the criteria. For facilities which are approved, Medicare covers under Part A all medically reasonable and necessary inpatient services.

C.
DRG Classification.--The DRGs are a patient classification system which provides a means of relating type of patients a hospital treats (i.e., its case mix) to the costs incurred by the hospital.  Payment for inpatient hospital services is made on the basis of a rate per discharge that varies according to the DRG to which a beneficiary's stay is assigned.  All inpatient transfer/discharge bills from both PPS and non-PPS facilities, including those from waiver States, long-term care facilities, and excluded units are classified by the Grouper software program (see §3656.2) into one of 475 diagnosis related groups.
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1.
DRG No. 468.--Represents a discharge with possibly valid data but the surgical procedure is unrelated to the principal diagnosis.  This DRG has a weight assigned and is paid.  However, PROs will review all DRG 468 cases.

2.
DRG No. 469.--Represents a discharge with a valid diagnosis in the principal diagnosis field, but one not acceptable as a principal diagnosis.  Examples include diabetes mellitus or an infection of the genitourinary tract during pregnancy, both unspecified as to episode of care. The diagnoses may be valid, but they are not sufficient to determine the principal diagnosis for DRG assignment purposes.  Return the claim to have the provider enter the correct principal diagnosis for proper DRG assignment.  

3.
DRG No. 470.--Represents discharges with invalid data.  Return the claim for correction of data elements affecting proper DRG assignment.

When the bills are processed in conjunction with the MCE (see §3656.1) coding inconsistencies in the information and data are identified.

Where the MCE is run on-line or as a front-end process, inconsistencies are identified before the bills are processed through the Grouper. Corrections before Grouper eliminate inconsistencies that generate DRGs 469 and 470.

D.
Physician Acknowledgement.--The hospital must have on file a signed and dated acknowledgement from the attending physician that he/she has received the notice containing the penalty statement.


The acknowledgement must be completed by the physician at the time, or before, the physician is granted admitting privileges at a hospital, or at the time the physician admits his/her first patient. Existing acknowledgements signed by physicians already on staff remain in effect as long as they have admitting privileges at the hospital.
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3610.1
Charges to Beneficiaries by PPS Hospitals.--A beneficiary's liability for payment is governed by the waiver of liability notification rules in §3440.1 where the admission is found not to be reasonable and necessary and no payment may be made for the stay under waiver of liability. A hospital receiving payment for a covered hospital stay (or one that includes at least one covered day, or one treated as covered under guarantee of payment or waiver of liability) may charge the beneficiary for items and services furnished during the stay only as described in subsections A through H.

A.
Deductible and Coinsurance.--The hospital may charge for your applicable deductible and coinsurance amounts.  The deductible is satisfied only by charges for covered services.  Deduct the deductible and coinsurance amounts from your payment.  Where the deductible exceeds the payment amount, apply the excess to a subsequent payment to the provider.

B.
Blood Deductible.--The Part A blood deductible provision applies and reporting of the number of pints is applicable to both PPS and non-PPS hospitals.

C.
Inpatient Hospital Care No Longer Required.--The hospital may charge for services which are not reasonable and necessary or which constitute custodial care, furnished on or after the third day following the date of the notification discussed after the second bullet when the following requirements are met:

o
The hospital (acting directly or through its URC) determined that the beneficiary no longer required inpatient hospital care.  (For this purpose, a beneficiary is considered to require inpatient hospital care if he needed a SNF level of care but an SNF-level bed was unavailable.)

o
The attending physician agreed with the hospital's determination in writing, i.e., by issuing a written discharge order.  If the hospital believed that the beneficiary did not require inpatient hospital care but is unable to obtain the physician's agreement, it requested an immediate review by the PRO.  Concurrence by the PRO to the hospital's determination serves in lieu of the physician's agreement.

o
Prior to charging for the noncovered period the hospital (acting directly or through the URC) notified the beneficiary (or person acting on his behalf) in writing that:

--
In its opinion and with the concurrence of the attending physician (or of the PRO), the beneficiary no longer requires inpatient hospital care; or

--
Customary charges will be made for continued hospital care beginning with the third day following the date of the notice.

o
The beneficiary may request that the PRO make a formal determination on the validity of the hospital's finding if the beneficiary remains in the hospital after he/she becomes liable for charges.  If the beneficiary wants an immediate review by the PRO, he/she must request it within 3 days of receiving the hospital's notice;
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o
The determination of the PRO may be appealed if it is unfavorable to the beneficiary in any way; and

o
To the extent that a finding is made that the beneficiary required continued hospital care beyond the point indicated by the hospital, the charges for the continued care will be invalidated and any money paid by the beneficiary, or on his behalf, refunded.

The manner in which the hospital gives the notice to the beneficiary is in §3440.

If a hospital furnishing covered inpatient hospital services is able to determine in advance that the beneficiary will not require inpatient hospital care as of a certain date, it may give the notice in advance of that date, but ordinarily no earlier than 3 days before that date.  If a hospital determines, however, that a beneficiary needs (or by the third day thereafter, will need) only a SNF-level of care but a SNF bed is not or will not be available, it may notify the beneficiary (or his representative) that he will be subject to charges beginning with the third day after the date of the notice that the SNF bed becomes available.

The beneficiary has the same right to appeal the PRO's determination that he no longer required inpatient hospital care as of a certain date as applies to PRO determinations regarding medical necessity.  The hospital also has the right to appeal a PRO's determination which is unfavorable to the beneficiary.

When the hospital appeals in such cases the following entries are required on the bill:

o
Occurrence code 3l (and date) to indicate the date the hospital notified the patient in accordance with the first bullet above;

o
Occurrence span code 76 (and dates) to indicate the period of noncovered care for which it is charging the beneficiary; 

o
Occurrence span code 77 (and dates) to indicate the period of noncovered care for which the provider is liable, when it is aware of this prior to billing; and

o
Value code 3l (and amount) to indicate the amount of charges it may bill the beneficiary for days for which inpatient care was no longer required.  They are included as noncovered charges on the bill.

D.
Change in the Beneficiary's Condition.--If the beneficiary remains in the hospital after receiving notice as described in subsection C, and the hospital, the physician who concurred in the hospital's determination, or the PRO, subsequently determines that the beneficiary again requires inpatient hospital care, the hospital may not charge the beneficiary or other person for services furnished after he again required inpatient hospital care until the conditions in subsection C. are again met.  If a patient who needs only a SNF level of care remains in the hospital after the SNF bed becomes available, and the bed ceases to be available, the hospital may continue to charge the beneficiary.  It need not provide the beneficiary with a subsequent notice when the patient chose not to be discharged to the SNF bed.

Rev. 1394
6-91

3610.1(Cont.)
BILL REVIEW
08-88

E.
Admission Denied.--If the entire hospital admission is determined to be not reasonable or necessary:

o
If the beneficiary was notified in writing prior to, or upon admission, the hospital may charge for the entire period of hospitalization.

o
If the beneficiary was notified in writing on the day following the admission or subsequently, the hospital may charge the beneficiary for the hospitalization beginning with the day following the day the written notice was given.  In this circumstance, the provider is liable for the period between admission and the day after the beneficiary was notified.

o
The notice to the beneficiary must state:

--
The basis of the determination that inpatient hospital care is not necessary or reasonable (e.g., coverage exclusions);

--
That customary charges will be made for hospital care beginning with the day following the day on which the notice is given to either the beneficiary or to a representative on his behalf;

--
The beneficiary may request that the PRO make a formal determination on the validity of the hospital's finding if the beneficiary remains in the hospital.  If the beneficiary wishes immediate PRO review, it must be requested within 3 days of receiving the hospital's notice; 

--
The determination of the PRO may be appealed by the beneficiary if it is unfavorable to the beneficiary in any way.  The hospital also has the right to appeal a PRO's decision; and

--
If a finding is made that the beneficiary required the hospitalization, the charges for the hospital stay will be invalidated, and money paid by the beneficiary or on his behalf will be refunded.

In such cases the following entries are required on the bill:

o
Occurrence code 3l (and date) to indicate the date the hospital notified the beneficiary.

o
Occurrence span code 76 (and dates) to indicate the period of noncovered care for which the hospital is charging the beneficiary.

o
Occurrence span code 77 (and dates) to indicate any period of noncovered care for which the provider is liable (e.g., the period between issuing the notice and the time it may charge the beneficiary) when the provider is aware of this prior to billing.

o
Value code 3l (and amount) to indicate the amount of charges the hospital may bill the beneficiary for hospitalization which was not necessary or reasonable.  They are included as noncovered charges on the bill.
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F.
Procedures, Studies and Courses of Treatment That Are Not Reasonable or Necessary.--If diagnostic procedures, studies, therapeutic studies and courses of treatment are excluded from coverage as not reasonable and necessary (even though the beneficiary requires inpatient hospital care) the hospital may charge the beneficiary or other person for the services or care under the following circumstances:

o
If the beneficiary was notified in writing prior to receipt of the care or services that  the hospital may charge for the excluded care or services; and

o
The notice to the beneficiary must state:

--
The basis of the determination that inpatient hospital care is not necessary or reasonable (i.e., coverage exclusions);

--
The determination is the hospital's opinion.  (If the hospital obtained concurrance from you or the PRO this may be stated);

--
Customary charges will be made if he receives the services;

--
The beneficiary may request you, or the PRO when medical necessity is involved, make a formal determination on the validity of the hospital's finding if the beneficiary receives the items or services.  If the beneficiary wants immediate PRO review, he/she must request it within 3 days of receiving the hospital's notice;

--
Your determination, or the PRO's where a medical necessity determination is involved, may be appealed by the beneficiary if unfavorable to the beneficiary in any way.  The hospital also has the right to appeal your or the PRO's decision; and

--
The charges for the services will be invalidated and refunded if they are found to be covered.

The hospital may consult with you (on coverage exclusions) or the PRO (on medical necessity determinations) prior to issuing the notice to the beneficiary.

The following bill entries apply to these circumstances:

o
Occurrence code 32 (and date) to indicate the date the hospital provided the notice to the beneficiary.

o
Value code 3l (and amount) to indicate the amount of such charges to be billed to the beneficiary.  They are included as noncovered charges on the bill.
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G.
Nonentitlement Days and Days after Benefits Exhausted.--If a hospital stay exceeds the day outlier threshold, the hospital may charge for some, or all, of the days on which the patient is not entitled to Medicare Part A, or after the Part A benefits are exhausted (i.e., the hospital may charge its customary charges for services furnished on those days).  The hospital may charge the beneficiary the lesser of:

o
The number of days on which the patient was not entitled to benefits or after benefits were exhausted; or

o
The number of outlier days.

If the number of outlier days exceeds the number of days on which the patient was not entitled to benefits or after benefits were exhausted, the hospital may charge the beneficiary for all days on which the patient was not entitled to benefits or after benefits were exhausted.  If the number of days on which the beneficiary was not entitled to benefits, or after benefits were exhausted, exceeds the number of outlier days, the hospital determines the days for which it may charge by starting with the last day of the stay (i.e., the day before the day of discharge) and identifying and counting off in reverse order, days on which the patient was not entitled to benefits or after the benefits were exhausted, until that number equals the number of outlier days.  The days counted off are the days for which the hospital may charge.

H.
Services Excluded from Coverage for Reasons Other than Absence of Medical Necessity, Provision of Custodial Care, Nonentitlement to Part A, or Exhaustion of Benefits.--In addition to receiving the basic prospective and day outlier payment, the hospital may charge the beneficiary for any services that are excluded from coverage for reasons other than, or in addition to, absence of medical necessity, provision of custodial care, nonentitlement to Part A, or exhaustion of benefits. For example, the hospital may charge for most cosmetic and dental surgery.

I.
Private Room Care.--Payment for a medically necessary private room is included in the prospective payment.  Where the beneficiary requests private room accommodations, the hospital must inform the beneficiary of the additional charge.  (See §3l0l.l.)  

J.
Deluxe Item or Service.--Where a beneficiary requests a "deluxe" item or service, i.e., an item or service which is more expensive than is medically required for the beneficiary's condition after the hospital informs him of the additional charge, the hospital may collect the additional charge. That charge is the difference between the customary charge for the item or service most commonly furnished by the hospital to private pay patients with the beneficiary's condition, and the charge for the more expensive item or service requested by the beneficiary.  If the beneficiary believes that the more expensive item or service was medically necessary, he has a right to a determination and may file an appeal.
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Payment for Ancillary Services.-‑Part A payments include ancillary services for inpatient stays.  However, this does not apply when the beneficiary is not entitled, benefits are exhausted prior to admission, or the admission is denied without waiver.  The hospital may bill covered ancillary services under Part B.

3610.3
Outpatient Services Treated As Inpatient Services.--

A.
Outpatient Services Followed by Admission Before Midnight of the Following Day (Effective For Services Furnished Before October 1, 1991).‑-When a beneficiary receives outpatient hospital services during the day immediately preceding his or her hospital admission, the outpatient hospital services are treated as inpatient services if the beneficiary has Part A coverage.  Apply this provision only when the beneficiary is admitted to the hospital before midnight of the day following receipt of outpatient services.  The day on which the patient is formally admitted as an inpatient is counted as the first inpatient day.

When this provision applies to PPS hospitals, services provided are included in the applicable PPS payment and not billed separately.  When this provision applies to hospitals and units excluded from PPS, services are shown on the bill and included in the Part A payment.  See §3670 for requirements for detecting duplicate claims in such cases.

B.
Preadmission Diagnostic Services (Effective For Services Furnished On or After January 1, 1991).‑‑Diagnostic services (including clinical diagnostic laboratory tests) provided to a beneficiary by the admitting hospital, or by an entity wholly owned or operated by the hospital (or by another entity under arrangements with the hospital), within 3 days prior to the date of the beneficiary's admission are deemed to be inpatient services and included in the inpatient payment, unless there is no Part A coverage.  For example, if a patient is admitted on a Wednesday, services provided by the hospital on Sunday, Monday, or Tuesday are included in the inpatient Part A payment.  This provision does not apply to ambulance services.  (See §3114.)  For services provided before October 31, 1994, this provision applies to both hospitals subject to the hospital inpatient prospective payment system (PPS) as well as those hospitals and units excluded from PPS.  For services on or after October 31, 1994, for hospitals and units excluded from PPS, this provision applies only to services furnished within 1 day prior to the date of the beneficiary's admission.
An entity is considered to be "wholly owned or operated" by the hospital if the hospital is the sole owner or operator.  A hospital need not exercise administrative control over a facility in order to operate it.  A hospital is considered the sole operator of the facility if the hospital has exclusive responsibility for implementing facility policies (i.e., conducting or overseeing the facility's routine operations), regardless of whether it also has the authority to make the policies.

For this provision, diagnostic services are defined by the presence on the bill 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
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35X -
CT scan

40X -
Other imaging services

46X -
Pulmonary function

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

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

CWF rejects services furnished January 1, 1991 or later when 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 an excluded hospital.  This reject applies to the bill in process, regardless of whether the outpatient or inpatient bill is processed first. Hospitals must analyze the two bills and report appropriate corrections.  (See §3664.1A for guidelines on when inpatient adjustment bills are appropriate.)  For services on or after October 31, 1994, for hospitals and units excluded from PPS, CWF will reject outpatient diagnostic bills that occur on the day of or 1 day before admission.  For PPS hospitals, CWF will continue to reject outpatient diagnostic bills for services that occur on any of the 3 days prior to admission.

C.
Other Preadmission Services (Effective For Services Furnished On or After October 1, 1991).‑‑Nondiagnostic outpatient services that are related to a patient's hospital admission and that are provided by the hospital, or by an entity wholly owned or operated by the hospital (or by another entity under arrangements with the hospital), to the patient during the 3 days immediately preceding the date of the patient's admission are deemed to be inpatient services and are included in the inpatient payment.  This provision applies only when the patient has Part A coverage.  This provision does not apply to ambulance services.  (See §3114.)  For services provided before October 31, 1994, this provision applies to both hospitals subject to the hospital inpatient PPS as well as those hospitals and units excluded from PPS.  For services on or after October 31, 1994, for hospitals and units excluded from PPS, this provision applies only to services furnished within 1 day prior to the date of the beneficiary's admission.
Preadmission services are related to the admission if they are furnished in connection with the principal diagnosis that necessitates the patient's admission as an inpatient.  Assume, in the absence of evidence to the contrary, that any Part B outpatient claims received for nondiagnostic preadmission services are submitted only for services that are not admission‑related and, therefore, are not deemed to be inpatient (Part A) services.

3610.4
Admission Prior to and Discharge After PPS Implementation Date.‑-Two bills are needed on claims involving beneficiaries admitted before the hospital is subject to PPS and discharged on, or after, the effective date of payment under PPS.  During the period that a hospital becomes subject to PPS, some patients will have been admitted in the prior cost reporting period and discharged in the subsequent PPS period.  Reduce prospective payments for these patients for the cost of the stay occurring in the prior period.  Make the adjustment by subtracting from the prospective payment the hospital's interim payment (before any deduction for deductible or coinsurance) for the inpatient 
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operating costs applicable to the days in the prior period.  Adjust the interim payment applicable to the prior period to exclude estimated costs related to capital and direct medical education, organ acquisition costs, and for bad debts for uncollectible deductible and coinsurance.  Make an estimate if necessary.

For hospitals previously receiving interim payment on the basis of an average cost per diem or under PIP, determine and remove a per diem amount for the excluded costs for that period from the interim payments before reducing the prospective payment amount applicable to the discharge in the subsequent period under PPS.  Similarly, for hospitals that received a percentage of billed charges, remove the portion of the percentage applicable to the excluded cost items.  Apply the net percentage to the charges billed in the prior period (cutoff bill).  Subtract the resulting amount from the PPS payment applicable to the discharge in the subsequent period.

In paying transition claims, payment must not exceed the higher of what would have been paid under PPS including the outlier adjustment or any earlier cost payment. Do not reduce the final amount to less than zero.  No further adjustments are appropriate.

Interim payments used to reduce prospective payment amounts fairly represent the inpatient operating costs incurred, and fair payment for the portion of the stay occurring in the prior period. The adjustment is final and not subject to further modification.  On bills covering two cost reporting periods:

o
Each bill includes charges and covered days that apply to the period covered;

o
The cutoff bill for the cost period is completed.  (See §3604.); 

o
The PPS bill contains principal diagnosis and surgical procedures for the entire stay;

o
The PPS bill shows the admission date, but the period covered begins with the first day of the new accounting year;

o
Where discharge is on the first day of the new accounting year, a PPS bill is still due.  Some payment may be due the provider, and the open admission must be closed on HCFA's records. There are no accommodation charges on the day of discharge.  Ancillary charges for the day of discharge are reported on the prior bill; and

o
Coinsurance days and related amounts are applied separately to each bill, i.e., the proper deduction for coinsurance days reported on the second bill is taken from that bill.

3610.5
Transfers Between Hospitals.--When a patient is admitted to a hospital and is subsequently transferred to another for additional treatments, the following procedures apply.  See §3656.3 for proper PRICER coding to ensure that these requirements are met.

A.
Transfers Between PPS Hospitals.--Pay the final discharging hospital at the full prospective payment rate.  Pay the transferring hospital based upon a per diem rate (i.e., the prospective payment rate divided by the average length of stay for the specific DRG into which the case falls) and the patient's length of stay at the transferring hospital.  If less than l day, pay 
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for l day.  Count a day if the patient was admitted with the expectation of staying overnight.  A per diem payment is appropriate.  However, this day does not count against the patient's Medicare days (utilization days), since this Medicare day is applied at the receiving hospital.  Deductible or coinsurance, where applicable, is also charged against days at the receiving hospital.  (See §3620 D.4.)  If the patient is treated in the emergency room without being admitted and then transferred, only Part B billing is appropriate.

The prospective payment rate paid to each hospital is the rate specific for that hospital. The wage index and any other adjustments are those that are appropriate for each hospital.  Where a transfer case results in treatment in the second hospital under a DRG different than the DRG in the transferring hospital, base payment to each hospital on the DRG under which the patient was treated. Outlier payments are payable based upon the admission and discharge dates.  The transferring hospital may be paid a cost outlier payment but may not be paid a day outlier payment.
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An exception to this policy applies to DRGs 385 and 456.  The weighting factors for them assume that the patient will be transferred, since a transfer is part of the definition. Therefore, pay a hospital, which transfers a patient classified into one of these DRGs, the full amount of prospective payment associated with the DRG rather than the per diem rate, plus any outlier payment, if applicable.

B.
Transfers to Hospital or Units Excluded from PPS.--When patients are transferred to hospitals or units excluded from prospective payment, make the full prospective payment to the transferring hospital.  Pay the receiving hospital on the basis of reasonable costs.

Make a per diem payment to the transferring hospital when patients are transferred to hospitals in Maryland or the 5 hospitals in the Finger Lakes area of New York that would ordinarily be paid under prospective payment, but are excluded because of special payment rules.

3610.6 
Split Bills.--Under PPS, split billing is not needed for cost reporting purposes.  See §3610.4 for admissions prior to a provider's cost reporting year under PPS with a discharge after the beginning of the prospective payment year. Split bills are not needed at the end of the government's FY or the calendar year as changes in DRG prices are determined by the date of discharge.  However, it is necessary to show on the bill the coinsurance days in each calendar year for proper application of the coinsurance amount.  (See §3604, value codes 09 and 11.)

PPS days on the cost report are allocated to the year of the discharge.  Providers not on PPS continue to submit split bills at the end of their FYs and allocate the days to the provider year in which they occurred.

3610.7 
Outliers.--In addition to the basic prospective payment rates, payments are made for discharges involving day and cost outliers.  "Outliers" are cases which although classifiable into a specific DRG, have an unusually long length of stay or exceptionally high cost.  Outlier payments may not be less than 5 percent nor more than 6 percent of total payments projected to be made based upon the prospective payment rates in any year.  (See §3611.8 for computation of day and cost outlier payments for discharges that occur during cost report years that begin on or after October 1, 1991.)  

Outliers are not applicable to non-PPS hospitals.  The PRICER program makes all outlier determinations except for the medical review determination.  (See §3656.3.)  Outliers are usually reviewed by the PRO on a post-payment sample basis.  If the PRO determines the claim should be partially or completely denied, it will inform you.  Prepare an adjustment bill.  (See §3664.)

PPS standardized amounts are reduced separately for hospitals located in urban and rural areas.  Adjustments are based upon the estimated proportion of total DRG payments attributable to outlier payments.  Consequently, instead of a uniform percent reduction factor applying to all standardized amounts, the reduction varies, depending upon whether the hospital is classified as rural or urban.

See §3611 for computation rules that apply to capital outliers during cost report years which began on or after October 1, 1991.
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A.
Day Outliers.--The PRICER program determines the cutoff points and outlier amounts. A table showing the specific cutoff point for each DRG is in the PRICER implementation guide. For FY 1993, the threshold for operating and capital day outliers is the geometric mean length of stay for each DRG plus the lesser of 23 days or 3 standard deviations.  


The outlier per diem payment is the hospital's Federal rate for the DRG divided by the geometric mean length of stay for the applicable DRG times 60 percent, all multiplied by the Federal rate percentage through FY 1992, and 55 percent of the hospital's Federal rate for the DRG divided by the arithmetic mean length of stay for the applicable DRG, all multiplied by the Federal rate percentage for FY 1993 and later.
The total length of the stay determines whether a patient is eligible for day outlier payment.  The number of covered days determines the amount of the day outlier payment.

B.
Cost Outliers.--PRICER determines an appropriate additional payment for inpatient hospital services where a hospital's charges for covered services furnished to the beneficiary, adjusted to cost, are inordinately high.  The threshold for operating and capital cost outliers for FY 1993 is the greater of 2.0 times the prospective payment rate for the DRG or $35,500.  The additional payment amount is the applicable Federal rate percentage times 75 percent of the difference between the hospital's cost for the discharge and the threshold criteria established for the applicable DRG.

C.
Special Outlier Payments for Burn Cases.--Special payments are provided for cost outlier cases classified in DRGs relating to burns.  Cost outliers in burn DRGs receive 90 percent of the cost of care above the cost outlier threshold.   

The six DRGs relating specifically to burn cases are:

DRG


Name
456.................
Burns, transferred to another acute care

facility

457.................
Extensive burns w/o O.R. procedure

458.................
Nonextensive burns with skin graft

459.................
Nonextensive burns with wound debridement or other O.R. procedure

460.................
Nonextensive burns w/o O.R. procedure

472.................
Extensive burns with O.R. procedure
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D.
Adjustments Where the PRO Denies Days or Cost.--Where a PRO's decision changes previously processed bills, prepare and process an adjustment bill in accordance with §3664.

E.
PRICER Coding for Outlier Cases.--Follow these guidelines for using the PRICER program to determine outlier status and payment amount:

o
Send to PRICER, with a review code of 00, any bills that do not meet the criteria listed below for review codes 03, 06, 07 or 08;


o
Send to PRICER, with a review code of 03, any transfer bill that does not have a DRG of 385 or 456 and/or does not meet the criteria listed below for review code 06.  Transfer bills with DRG 385 or 456 receive the full DRG payment and must be sent to PRICER with review code 00 or 01, as appropriate;


o
Send to PRICER, with a review code of 06, any transfer bill that does not have a DRG of 385 or 456 and contains condition code 66;


o
Send to PRICER, with a review code of 07, any non-transfer bill that contains condition code 66 (the provider refuses cost outlier payment for this bill); or

o
Send to PRICER, with a review code of 08, any bill that is for an approved liver transplant (grouped to DRG 191 or 192) that should be paid at the DRG 480 weight, and that has a discharge date of March 8, 1990, through September 30, 1990.

3610.8
Adjustment Bills.--Under prospective payment, bill adjustments are required from hospitals where errors occur in diagnosis and procedure coding that change the DRG, or where the deductible or utilization is affected.  Hospitals are allowed 60 days from the date of your payment notice to submit adjustment bills where diagnostic or procedure coding was in error.  Adjustments reported by the PRO have no corresponding time limit.  Adjust them without requiring the hospital to submit an adjustment bill.  

Under PPS, for long-stay cases hospitals may bill 60 days after an admission and every 60 days thereafter if they choose.  Process the initial bill through Grouper and PRICER.  When the adjustment bill is received, process it as an adjustment.  In this case, the 60-day requirement for correction does not apply.

Where payment is handled through cost reporting and settlement processes, the provider accumulates a log for those items not requiring an adjustment bill.  Maryland inpatient hospital providers also keep a log of late charges when the amount is under $500.
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They submit the log with their cost reports.  After cost reports are filed, make a lump sum payment to cover these charges as shown on the summary log.  The provider  uses the summary log for late charges only under cost settlement (outpatient hospital), except in Maryland.  (See §3816A.) 

Maryland and cost providers are required to meet the 27-month timeframe for timely filing of claims, including late charges.

3610.9
Waiver of Liability.--Charges paid to the provider under the waiver of liability provisions are considered covered charges by the PS&R system.  Therefore, process such charges as covered charges on the bill.  Similarly, process days related to charges paid under waiver of liability as Medicare patient and utilization days.  See §§3430 and 3630 for application of waiver of liability provisions.  

3610.10
Effects of Guarantee of Payment.--Process days and charges paid under this provision as Medicare patient days and covered charges.  However, do not charge utilization beyond the days remaining in the benefit period.  See §3l06C for guarantee of payment.

Also, count guarantee of payment days as outlier days for determining day outlier status or payment amount.

3610.11
Remittance Advice to the Hospital.--Determine what additional data to include in the remittance advice to the hospital.  At a minimum, include the DRG number and an indication of whether the bill was paid as an outlier.  Where the hospital cannot determine the DRG before submitting the bill, you may use the remittance advice to identify potential outlier cases.

3610.12
Noncovered Admission Followed by Covered Level of Care.--Where a beneficiary receives noncovered care at admission, and is notified as such, but subsequently is furnished covered level of care during the same hospital stay, pay as if the admission occurred at the point that covered services were medically needed and furnished.  This is applicable to PPS and non-PPS billings.

The following bill entries identify this situation:

o
The admission date (not the deemed date) is in FLs 6 and 17;

o
Occurrence code "3l" and the date the hospital provided notice to the beneficiary are in FLs 32-35;

o
Occurrence span code 76 indicates the noncovered span from admission date through the day before covered care started;
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o
Value code 3l is shown in FLS 39-41, to indicate the amount which was charged the beneficiary for services at less than the covered level of care;

o
Charges related to noncovered services are shown as noncovered;

o
The principal diagnosis shown is the diagnosis for the covered period of care; and

o
Only procedures performed during the covered level of care are shown.

If you have processed a no payment bill for the noncovered level of care, process a new, initial bill coded in UNIBILL as above.
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3610.14
Repeat Admissions and Leave of Absence.--A patient who requires followup care or surgery may be discharged and readmitted or may be placed on a leave of absence.

Providers may place patients on a leave of absence when readmission is expected and the patient does not require a hospital level of care during the interim period.  Examples include, but are not limited to, situations where surgery could not be scheduled immediately, a specific surgical team was not available, bilateral surgery was planned, or when further treatment is indicated following diagnostic tests but cannot begin immediately.

PROs review acute hospital admissions occurring within 7 days of discharge from an acute care hospital if both hospitals are in the PRO's area and if it appears that the two confinements could be related.  Two separate payments would be made for these cases unless the PRO denies a readmission to the same hospital.  

NOTE:

PROs review and may deny the second admission to the same hospital no matter how many days have elapsed since the discharge from the same hospital.

Placing a patient on a leave of absence will not result in the two payments.  Only one bill is prepared and one DRG payment is made.  PROs do not consider leave of absence bills two admissions but may select such bills for review.

PPS providers submit one bill for covered days and days of leave when the patient is discharged. Non-PPS providers may submit an interim bill when a patient is placed on a leave of absence, with code 30, still patient, in FL 22, Patient Status.

Providers bill for covered days with days of leave included in FL 8, Noncovered Days. Noncovered charges for leave of absence days (holding a bed) may be omitted from the bill or may be shown under revenue code l8X.  Instruct providers which billing method to use.  Even though the program may not be billed for days of leave, a provider may not charge a beneficiary for them.

An adjustment bill should be submitted (see '38l6) where a patient:

o
Is on leave of absence from a non-PPS provider;

o
Was shown as "still patient" on an interim bill; 

o
Has not returned within 60 days (l4 days for a SNF) including the day leave began; or

o
Has been admitted to another institution.

The day the patient left the facility is the date of discharge.

NOTE:

Home health or outpatient services provided during a leave of absence do not affect the leave and no discharge bill is required unless the above events occurred.
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3610.15
Additional Payment Amounts for Hospitals With Disproportionate Share of Low Income Patients.--Adjustments are made in the Federal portion of the DRG payment to achieve increased payments to hospitals serving a disproportionate share of low income patients.  The additional payment equals the Federal portion of the DRG payment and outlier payments (but excluding any additional payments for the costs of indirect medical education) multiplied by an adjustment percentage, which is calculated differently for operating and capital payments.

If a hospital meets the operating disproportionate share hospital (DSH) definition as prescribed in the law, PPS PRICER calculates an additional payment for discharges occurring on or after May l, l986, and before December 31, 1995, based upon the Federal portion of the DRG payment (including the outlier payments) and excluding the indirect teaching adjustment.  Review and adjust as needed at cost settlement.
A.
Regular Calculation of DSH Percentage.--The DSH percentage is the sum of:

o
The percentage of the hospital's total patient days attributable to patients entitled to Medicaid but not to Medicare Part A.  (Medicaid days and total days are available on the hospital's cost report.)

o
The percentage of a hospital's total Medicare Part A patient days attributable to Medicare patients who are also SSI recipients (this percentage is supplied to you by HCFA).  Since the SSI/Medicare percentages are determined by HCFA on a FY basis, hospitals are afforded the option (for settlement purposes) of determining their SSI/Medicare percentage based upon data from their own cost reporting periods.  A hospital that avails itself of this option must furnish you, in a manner and format prescribed by HCFA, data on its Medicare patients for its cost reporting period. HCFA will match these data to data supplied by SSA to determine the patients dually entitled to Medicare Part A and SSI for the hospital's cost reporting period.

For operating DSH payments:

For the period May 1, 1986 through March 31, 1990, a hospital qualifies for a DSH adjustment if it has a DSH percentage of:

o
At least l5 percent for an urban hospital with l00 or more beds;

o
At least 40 percent for an urban hospital with fewer than l00 beds; or

o
At least 45 percent for a rural hospital with fewer than 500 beds.

For discharges on and after October 1, 1986:

o
At least 15 percent, if the hospital is located in a rural area and has 500 or more beds.  
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For the period April 1, 1990 through December 31, 1995, a hospital qualifies for an operating DSH adjustment if it has a DSH percentage of:

o
At least l5 percent for an urban hospital with l00 or more beds or a rural hospital with 500 or more beds;

o
At least 40 percent for an urban hospital with fewer than l00 beds; 

o
At least 45 percent for a rural hospital with 100 beds or fewer, if it is not also classified as a sole community hospital; or

o
At least 30 percent for a rural hospital with more than 100 beds or which is classified as a sole community hospital.

A hospital qualifies for a capital DSH adjustment if it is located in a large urban or other urban area, has at least 100 beds, and has a DSH percentage greater than 0.

For purposes of the DSH determination, determine the number of beds in a hospital by counting the number of available bed days during the cost reporting period, excluding beds assigned to newborns, custodial care, and PPS excluded distinct part hospital units, and dividing that number by the number of days in the cost reporting period.

B.
Determination of Operating DSH Adjustment Percentage.--Hospitals that meet the DSH percentage criteria are entitled to adjustments to the Federal portion of their DRG payments (including the Federal portion of outlier payments) as follows.  For hospitals that qualify for DSH payment, PRICER calculates the DSH adjustment percentage. (See §3656.3.)  The following procedures are used to calculate the DSH adjustment.
For the period May 1, 1986 through September 30, 1988:

o
Urban hospitals with l00 or more beds and rural hospitals with 500 or more beds -- the lesser of l5 percent or the percentage determined using the following formula:

(DSH % - l5)(.5) + 2.5

EXAMPLES:
Hospital A is an urban hospital with 200 beds and has a DSH percentage of 2l percent.  Its DSH payment factor is computed:

(2l - l5)(.5) + 2.5 = 5.5%

  
DSH adjustment factor = 5.5% (.0550)

Hospital B is an urban hospital with 250 beds and has a DSH percentage of 45 percent.  Its DSH payment adjustment factor is computed:

(45 - l5)(.5) + 2.5 = l7.5%

DSH adjustment factor = l5% (.1500) (the maximum adjustment

               

 under the law).

o
Urban hospitals with fewer than l00 beds -- 5 percent.

o
Rural hospitals with fewer than 500 beds -- 4 percent.
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For the period October 1, 1988 through March 31, 1990:

o
Urban hospitals with 100 or more beds and rural hospitals with 500 or more beds - the percentage determined using the following formula:

(DSH % - 15)(.5) + 2.5

EXAMPLES:
Hospital A is an urban hospital with 200 beds and has a DSH percentage of 2l percent.  Its DSH payment factor is computed:

(2l - l5)(.5) + 2.5 = 5.5%

  
DSH adjustment factor = 5.5% (.0550)

Hospital B is an urban hospital with 250 beds and has a DSH percentage of 45 percent.  Its DSH payment adjustment factor is computed:

(45 - l5)(.5) + 2.5 = l7.5%

DSH adjustment factor = 17.5% (.1750, the limit was removed 



effective 10/1/88) 

o
Urban hospitals with fewer than l00 beds -- 5 percent.

o
Rural hospitals with fewer than 500 beds -- 4 percent.

For the period April 1, 1990 through December 31, 1995:

o
Urban hospitals with 100 or more beds and rural hospitals with 500 or more beds whose DSH percentage is greater than 20.2, the percentage determined using the following formulas:

Through December 31, 1990 -- (DSH% - 20.2) (.65) + 5.62

January 1, 1991ff. -- (DSH% - 20.2) (.7) + 5.62

EXAMPLES:
Hospital A is an urban hospital with 200 beds and has a DSH percentage of 2l percent.  Its DSH payment factor is computed:

(21 - 20.2) (.65) + 5.62 = 6.14%

DSH adjustment factor = 6.14% (.0614)

Hospital B is an urban hospital with 250 beds and has a DSH percentage of 45 percent.  Its DSH payment adjustment factor is computed:

(45 - 20.2) (.65) + 5.62 = 21.74%

DSH adjustment factor = 21.74% (.2174)
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o
Urban hospitals with 100 or more beds and rural hospitals with 500 or more beds whose DSH percentage is equal to or less than 20.2, the percentage determined using the following formula:

(DSH % - 15) (.6) +2.5

o
Urban hospitals with fewer than 100 beds - 5 percent.

o
Rural hospitals which are Rural Referral Centers (RRCs) and sole community hospitals - the greater of 10 percent or the percentage determined using the following formula:

(DSH % - 30) (.6) + 4.0

EXAMPLES:
Hospital C is a rural hospital which is a RRC and a sole community hospital and has a DSH percentage of 35 percent.  Its DSH payment factor is computed:

(35 - 30) (.6) + 4.0 = 7%

DSH adjustment factor = 10% (.1000) the greater payment

Hospital D is a rural hospital which is a RRC and a sole community hospital and has a DSH percentage of 45 percent.  Its DSH payment factor is computed:

(45 - 30) (.6) + 4.0 = 13%

DSH adjustment factor = 13% (.1300)

o
Rural hospitals which are RRCs and are not sole community hospitals -the percentage determined using the following formula:

(DSH % - 30) (.6) + 4.0

o
Rural hospitals which are sole community hospitals and are not RRCs - 10 percent.

o
Rural hospitals not described above with 100 beds or less - 4 percent if DSH percentage is 45 percent or more.

o
Rural hospitals not described above with more than 100 beds but fewer than 500 beds - 4 percent if DSH percentage is 30 percent or more.
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o
Urban hospitals with 100 or more beds whose DSH percent is less than or equal to 20.2, the percentage is determined using the following formula:

(DSH % - 15) (.6) + 2.5

For the period October 1, 1993 through September 30, 1994:

o
Urban hospitals with 100 or more beds whose DSH percentage is greater than 20.2, the percentage is determined using the following formula:

(DSH % - 20.2) (.8) + 5.88

o
Urban hospitals with 100 or more beds whose DSH percentage is less than or equal to 20.2, the percentage is determined using the following formula:

(DSH % - 15) (.6) + 2.5

o
Rural hospitals which are RRCs and sole community hospitals - the greater of 10 percent or the percentage is determined using the following formula:

(DSH % - 30) (.6) + 4.0

EXAMPLES:
Hospital C is a rural hospital which is a RRC and a sole community hospital and has a DSH percentage of 35 percent.  Its DSH payment factor is computed:

(35 - 30) (.6) + 4.0 = 7%

DSH adjustment factor = 10% (.1000) the greater payment

Hospital D is a rural hospital which is a RRC and a sole community hospital and has a DSH percentage of 45 percent.  Its DSH payment factor is computed:

(45 - 30) (.6) + 4.0 = 13%

DSH adjustment factor = 13% (.1300)

o
Rural hospitals which are RRCs and are not sole community hospitals - the percentage is determined using the following formula:

(DSH % - 30) (.6) + 4.0

o
Rural hospitals which are sole community hospitals and are not RRCs - 10 percent.

o
Rural hospitals not described above - 4 percent.

For discharges after September 30, 1994:

o
Urban hospitals with 100 or more beds and rural hospitals with 500 or more beds whose DSH percentage is greater than 20.2, the percentage is determined using the following formula:

(DSH % - 20.2) (.825) + 5.88
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o
Urban hospitals with 100 or more beds whose DSH percentage is less than or equal to 20.2, the percentage is determined using the following formula:

(DSH % - 15) (.65) + 2.5

o
Rural hospitals which are RRC's and sole community hospitals - the greater of 10 percent or the percentage determined using the following formula:

(DSH % - 30) (.6) + 4.0

EXAMPLES:
Hospital C is a rural hospital which is a RRC and a sole community hospital and has a DSH percentage of 35 percent.  Its DSH payment factor is computed:

(35 - 30) (.6) + 4.0 = 7%

DSH adjustment factor = 10% (.1000) the greater payment

Hospital D is a rural hospital which is a RRC and a sole community hospital and has a DSH percentage of 45 percent.  Its DSH payment factor is computed:

(45 - 30) (.6) + 4.0 = 13%

DSH adjustment factor = 13% (.1300)

o
Rural hospitals which are RRCs and are not sole community hospitals - the percentage is determined using the following formula:

(DSH % - 30) (.6) + 4.0

o
Rural hospitals which are sole community hospitals and are not RRCs - 10 percent.

o
Rural hospitals not described above - 4 percent.

C.
Computation of DSH Adjustment.--Compute the amount of the DSH adjustment by multiplying the Federal portion of the hospital's DRG revenues by the appropriate DSH adjustment factor.

EXAMPLE:
Hospital A's DSH payment adjustment factor is 5.5 percent (or .0550).  The Federal portion of its DRG revenues (including appropriate outlier payments, but excluding any payments for indirect medical education costs) equals $l00,000.

Federal DRG revenues x DSH adjustment factor = DSH adjustment 
amount $l00,000 x .055 = $5,500

D.
DSH Exception.--The law contains a provision whereby a hospital can qualify for a DSH adjustment of:

o
15 percent for discharges prior to October 1, 1988;

o
25 percent for discharges from October 1, 1988 through March 31, 1990;

o
30 percent for discharges from April 1, 1990 through September 30, 1991; or

o
35 percent for discharges on or after October 1, 1991 if:

--
It is located in an urban area and has 100 or more beds.
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--
It demonstrates that during its cost reporting period, more than 30 percent of its total inpatient care revenues are derived from State and local government payments for indigent care furnished to patients not covered by Medicare or Medicaid.

The following are types of care that are not included by the hospital as indigent care:

o
Free care furnished to satisfy the hospital's Hill-Burton obligation.

o
Free care or care furnished at reduced rates to its employees or by a government 

hospital to any category of public employees.

o
Funds furnished to the hospital to cover general operating deficits.

NOTE:
It is a year-end adjustment for which hospitals have to apply annually.  The adjustment is not automatic from year to year once an initial approval is granted.

Documentation includes the complete audited financial statements along with the accompanying notes.  The hospital should provide detailed schedules related to State and local revenue appropriations as well as outlining their purpose.  Unless the appropriations are specifically earmarked for indigent patient care, assume that a portion of the funds was intended to cover the costs of other uncompensated care such as bad debts for nonindigent patients, free care to employees, etc., as well as to cover general operating deficits.  In order to determine the portions, calculate the percentage of charity care included in all uncompensated care.  Apply this percentage to the appropriated funds.  The resulting figure is the amount appropriated for charity care.

Require adequate documentation to support amounts claimed as indigent patient care. This includes a copy of the hospital's procedures for determining indigency, steps to verify a patient's financial information, and methods used to distinguish bad debts from indigency.

It is your responsibility to review the documentation submitted in support of the provider's request for a disproportionate share adjustment under §412.106(c)(2) of the regulations. This review can be accomplished in conjunction with the audit/settlement of the cost report for the period subject to the adjustment.  At a minimum:

o
Verify total inpatient revenues;

o
Verify that State and local government appropriations on the financial statements are consistent with amounts contained in governmental appropriations bills;
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o
Review, on the basis of a sample of cases, the provider's implementation of procedures for identifying indigent patients.  Ensure that amounts for "indigent" patients do not include charges associated with:

--
Titles XIX and XVIII patient care;

--
Hill-Burton care;

--
Free care to employees; and

--
Bad debts for patients who are not indigent.

E.
Reporting for PS&R, and CWF.--Your PPS PRICER identifies the amount of the DSH adjustment on each bill.  Report this amount with value code 18 to your PS&R, and to CWF. 

3610.16
Rural Referral Centers (RRCs).--Section 1886(d)(5)(C) of the Act provides for exceptions and adjustments to the standardized prospective payment amounts to take into account the special needs of RRCs.  The adjustment allowed for approved RRCs is that they are paid based upon the urban, rather than rural, prospective payment rates as adjusted by the applicable DRG weighting factor and the rural area index.  In addition, OBRA 89 (P.L.  101-239) extended RRC status through cost reporting periods beginning before October 1, 1992, to any hospital classified as an RRC as of September 30, 1989.

To retain status as an RRC effective with the cost reporting period beginning on or after October 1, 1992, a hospital must have met the criteria for classification as an RRC in at least 2 of the prior 3 years, or qualify on the basis of the requirements for initial RRC certification for the current year. Do not review the RRC status of a hospital before the end of its third full cost reporting year as an RRC.  Limit review of RRCs in operation more than 3 years at the beginning of FY 1993 to a hospital's most recent 3 years.  RRCs that pass review as meeting RRC status for at least 2 of the last 3 years, or for the current year, receive a 3-year extension of their RRC status.

The rates in PRICER include a reduction in the adjusted standardized amounts for all hospitals to ensure that total PPS payment neither increase nor decrease as a result of the increase in payments to RRCs.

To qualify for initial RRC status for cost reporting periods beginning on or after October 1, 1992, a rural hospital must have at least 275 beds, or the hospital must meet one of three criteria in 42 CFR 412.96(c)(3), (4) and (5) and both of the following requirements:


o
The hospital's case-mix index value for FY 1991 must have been at least 1.2760, or equal to the median case-mix index value for urban hospitals (excluding hospitals with approved teaching programs) calculated by HCFA for the census region in which the hospital is located, if fewer; and


o
For its cost reporting period that began during FY 1991, the hospital must have at least 5000 discharges, or be equal to the median number of discharges for urban hospitals in that census region, if fewer, or if an osteopathic hospital, must have had a minimum of 3000 discharges.


HCFA publishes the median case-mix index value and the median number of discharges annually in the PPS update in the Federal Register.
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3610.17
Criteria and Payment for Sole Community Hospitals and for Medicare Dependent Hospitals.--

A.
Criteria for Sole Community Hospitals (SCHs).--For cost reporting periods beginning on or after October 1, 1989, an SCH is a rural hospital that meets one of the following:

o
Located more than 35 miles from other like hospitals;

o
Located between 25 and 35 miles from other like hospitals, and:

--
No more than 25 percent of residents who become hospital inpatients or no more than 25 percent of the Medicare beneficiaries who become hospital inpatients in the hospital's service area are admitted to other like hospitals located within a 35-mile radius of the hospital, or, if larger, within its service area;

--
Has fewer than 50 beds and would admit at least 75 percent of the inpatients from its service area except that some patients seek specialized care unavailable at the hospital; or

--
Other like hospitals are inaccessible for at least 30 days in each of 2 out of 3 years because of local topography or prolonged severe weather conditions;

o
Located between 15 and 35 miles from other like hospitals, but because of local topography or prolonged severe weather conditions the other like hospitals are inaccessible for at least 30 days in each of 2 out of 3 years; or

o
Effective October 1, 1990, because of distance, posted speed limits, and predictable weather conditions, the travel time between the hospital and the nearest like hospital is at least 45 minutes.

Any SCH which qualified under the prior criteria which would lose eligibility as a result of the new criteria may retain its status as an SCH.

An urban hospital more than 35 miles from other like hospitals is also considered a SCH.

B.
Criteria for Medicare Dependent Hospitals (MDHs).--For cost reporting periods beginning on or after April 1, 1990 and ending on or before March 31, 1993, an MDH is a rural hospital that meets all of the following:

o
Has 100 or fewer beds;

o
Is not classified as an SCH; and

o
For its cost reporting period that began during FY 87, is dependent on Medicare for at least 60 percent of its inpatient days or discharges.

C.
Payment to SCHs and MDHs.--Pay these hospitals the highest of three rates as the basis for payment:

o
An updated target amount based upon the hospital's 1982 costs;

o
An updated target amount based upon the hospital's 1987 costs; or 

o
The Federal PPS rate, including any applicable outlier amount.
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The actual payment amount for each bill is determined by PRICER based upon information you maintain in your provider specific file.  Review and possible lump sum adjustment applies when the cost report is reviewed.

D.
Claims Processing.--Use the following to enable PRICER to calculate the appropriate rates for these facilities--

o
14 for a MDH that is not an RRC;

o
15 for a MDH that is also an RRC;

o
16 for a rebased SCH that is not an RRC; and

o
17 for a rebased SCH that is also an RRC.

Calculate the higher of the 1982 or 1987 adjusted base period costs per discharge (hospital specific rate) and adjust to the 1990 level.  Enter this amount in field 21, position 81-87 effective for the first day of the cost report period beginning April 1, 1990 or later.  Enter even if you expect the hospital to be paid at the Federal PPS rate.  Preloading before the effective date is acceptable as long as the correct effective date is used for the record.  Leave the field blank if the hospital did not operate in either 1982 or 1987.

PRICER calculates the payment based upon the higher of the Federal rate or the hospital-specific rate in field 21, and where the hospital-specific rate is higher, PRICER reports the amount of the difference in the hospital-specific field.  (See §3656.3C.)  Carry this amount forward in the hospital-specific payment field to your PS&R record for use at cost settlement.

3610.18
Payment for Blood Clotting Factor Administered to Hemophilia Inpatients.--Section 6011 of Public Law (P.L.) 101-239 amended §1886(a)(4) of the Act to provide that prospective payment hospitals receive an additional payment for the costs of administering blood clotting factor to Medicare hemophiliacs who are hospital inpatients.  Section 6011(b) of P.L. 101.239 specified that the payment is to be based on a predetermined price per unit of clotting factor multiplied by the number of units provided.  This add-on payment originally was effective for blood clotting factor furnished on or after June 19, 1990, and before December 19, 1991.  Section 13505 of P. L. 103-66 amended §6011(d) of P.L. 101-239 to extend the period covered by the add-on payment for blood clotting factors administered to Medicare inpatients with hemophilia through September 30, 1994. Section 4452 of P.L. 105-33 amended §6011(d) of P.L. 101-239 to reinstate the add-on payment for the costs of administering blood clotting factor to Medicare beneficiaries who have hemophilia and who are hospital inpatients for discharges occurring on or after October 1, 1998.

The add-on payment for FY 1999 will be calculated using the same methodology used in the past. The price per unit of clotting factor will be established based on 85 percent of the current price listing available from the 1998 Drug Topics Red Book, the publication of pharmaceutical average wholesale prices (AWP).  Beginning FY 2001 the payment for blood clotting factor administered to hemophilia inpatients is equal to 95 percent of the AWP.  The payment amounts will be determined using the most recent AWP data available to the carrier at the time you perform these annual update calculations.  Obtain the updated payment amounts from the carrier in the jurisdiction of the provider.  These amounts are updated annually and are effective for discharges beginning on or after October 1 of the current year through September 30 of the following year.

A.
Billing.--Three separate add-on amounts have been set, one for each of the three basic types of clotting factor: Factor VIII, Factor IX and other factors which are given to the patients with inhibitors to Factors VIII and IX.
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The HCPCS codes which identify the three types of clotting factors along with the price per unit for discharges occurring on or after June 19, 1990, and before October 1, 1991 are:

J7190
Factor VIII
                      

 
- $ .64 per IU

J7194
Factor IX, complex,                    

-    .26 per IU

J7196
Other Hemophilia clotting factors

-  1.00 per IU 

  (e.g., anti-clotting inhibitors.)

For discharges occurring on or after October 1, 1991, and through September 30, 1992, the codes and charges are:

J7190
Factor VIII




-  $
.72 per IU

J7194
Factor IX, complex, 


-
.26 per IU

J7196
Other Hemophilia blood factors
-     1.11 per IU

  (e.g., anti-clotting inhibitors.)


The prices per unit for discharges October 1, 1992, through September 30, 1993, are:

J7190
Factor VIII



-
  $ .76 per IU

J7194
Factor IX




-
     .30 per IU

J7196
Other Hemophilia


-
    l.02 per IU

  blooding clotting factors

The prices per unit for discharges October 1, 1993, through September 30, 1994, are:

J7190
Factor VII



-
$
.76 per IU

J7194
Factor IX




-

.33 per IU

J7196 
Other Hemophilia


-
      1.02 per IU

  blooding clotting factors

Effective January 1, 1994, there is an additional covered clotting factor:

J7192
Factor VIII, Anti-Hemophilic, recombinant - $ .76 per IU

For discharges occurring on or after October 1, 1997 through September 30, 1998.

J7190
Factor VIII



-
   $  .76 per IU

J7192
Factor VIII



-
     1.00 per IU

J7194
Factor IX




-
       .32 per IU

J7196
Other Hemophilia clotting
-
     1.10 per IU

  factors (e.g., anti-inhibitors)

Effective for services on or after April 1, 1998, two new HCPCS billing codes are established for purified and recombinant Factor IX.

Q0160
Factor IX (Anti-Hemophilic
-
       $ .93 per IU

  factor, purified, non-recombinant)

Q0161
Factor IX, (Anti-Hemophilic Factor, -  $1.00 per IU

  purified, Recombinant)
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For discharges occurring on or after October 1, 1998 through September 30, 1999, the prices are as follows:

J7190
Factor VIII (Anti-Hemophilic -
     $ .78 per IU

  Factor, Human)

J7192
Factor VIII (Anti-Hemophilic -
       1.00 per IU

  Factor, Recombinant)      

J7194
Factor IX, (Complex)

-

 .38 per IU

J7196
Other Hemophilia clotting
-
       1.10 per IU

  Factor, (anti-inhibitors)

Q0160
Factor IX (Anti-Hemophilic
-
    
 .93 per IU

  Factor, purified, nonrecombinant)

Q0161
Factor IX (Anti-Hemophilic
-
     
1.00 per IU

  Factor, purified, recombinant)

For discharges October 1, 1999 through September 30, 2000, the following prices apply to add-on payments for blood clotting factor administered to inpatients with hemophilia:

J7190

Factor VIII (Antihemophilic


$0.79 per IU

  Factor, Human)

J7191

Factor VIII (Antihemophilic


$1.87 per IU

  Factor, Porcine)

J7192

Factor VIII (Antihemophilic


$1.03 per IU

  Factor, Recombinant)

J7194

Factor IX (Complex)



$0.45 per IU

J7196

Other Hemophilia clotting


$1.43 per IU

  Factors (e.g., anti-inhibitors) 

  (Discontinued 12/31/1999)


J7198

Anti-Inhibitor (effective 1/1/2000)
$1.43 per IU



J7199

Hemophilia Clotting Factor, 









Not Otherwise Classified 






  (effective 1/1/2000)
Q0160

Factor IX (antihemophilic


$0.97 per IU

  Factor, purified, nonrecombinant)

(Discontinued 12/31/2001)

Q0161

Factor IX (Antihemophilic


$1.00 per IU

  Factor, recombinant)

(Discontinued 12/31/2001)

Q0187

Factor VIIa (Coagulation Factor,

$1.19 per MCG

  Recombinant)



Q2022

Von Willebrand Factor Complex

$1.05 per IU

  (effective 7/1/2000)

Beginning FY 2001 the payment for blood clotting factor administered to hemophilia inpatients is equal to 95 percent of the AWP.  The payment amounts will be determined using the most recent AWP data available to the carrier at the time you perform these annual update calculations.  For discharges on and after October 1, 2000, obtain the payment allowances from the carrier in the jurisdiction of the provider.

NOTE:
For HCPCS code J7199, providers must report the name of the drug and how the drug is dispensed in the remarks section of the claim.  Using the information provided, obtain the payment allowance, for that drug, from the carrier in the jurisdiction of the provider.


Effective for services on or after January 1, 2002, two new HCPCS billing codes are established for purified and recombinant Factor IX.




J7193

Factor IX (Antihemophilic Factor, Purified, nonrecombinant)



J7195

Factor IX (Antihemophilic Factor, recombinant)
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PRICER does not calculate the payment amount.  Calculate the payment amount and subtract the charge from those submitted to PRICER so it is not included in cost outlier computations.

One hundred IUs of any of the clotting factors except HCPCS Code Q0187, Factor VIIa, are reported as one unit.  (100 IUs = one billing unit.)  Therefore, payment for one billed unit of hemophilia clotting Factor VIII furnished December 1, 1993, is $76.00.  One billed unit of Factor IX is $33.00.  One billed unit of other hemophilia clotting factors is $102.00.  For discharges occurring on or after October 1, 2000, providers report HCPCS Code Q0187 based on 1 billing unit per 1.2 mg.

If the number of units provided is between even hundreds, hospitals round to the nearest hundred. Thus, units of 1 to 49 are rounded down to the prior 100 and units of 50 to 99 are rounded up to the next 100 (i.e., 1,249 units are entered on the bill as 12; 1,250 units are entered as 13).

In reporting the number of IUs administered, hospitals divide the number of IUs administered by 100 and round the answer to the nearest whole number to determine the billing unit.  (An answer which includes fractions of .50 to .99 = 1 additional billing unit.  An answer which includes fractions of .01 to .49 = no additional billing units).  The formula for calculating the payment amount is: # of units x 100 x price per IU= payment amount.  The following examples illustrate the correct billing for the different types of clotting factors:

EXAMPLE 1:
A patient receives 1,200 IUs of Factor VIII (J7190) on December 1, 1993.  The hospital divides the number of IUs administered by 100 to obtain the number of billing units.  (1,200 divided by 100 = 12 billing units.)  The hospital enters 12 in FL 46 of the HCFA-1450.  1 unit x 100 x price = payment amount.  The payment amount is $912 (12 billing units x $76 (100 IUs x $.76)).

EXAMPLE 2:
A patient receives 3,449 IUs of Factor IX (J7194) on January 4, 1994.  The hospital divides this number by 100 to obtain the number of billing units.  (3,449 divided by 100 = 34.49 billing units.)  The hospital rounds down to the nearest whole number to obtain the billing units and enters 34 in FL 46. 1 unit x 100 x price = payment amount.  The payment amount is $1,122 (34 billing units x $33 (100 IUs x $.33)).

EXAMPLE 3:
A patient receives 5,250 IUs of anti-inhibitors (J7196) (which are a type of other hemophilia clotting factor) on July 6, 1994.  The hospital divides the number of IUs administered by 100 to obtain the number of billing units.  (5,250 divided by 100 = 52.50 billing units.)  The hospital rounds up to the nearest whole number to obtain the billing units and enters 53 in FL 46.  1 unit x 100 x price = payment amount.  The payment amount is $5,406 (53 billing units x $102 (100 IUs x $1.02).

EXAMPLE 4:
A patient receives 4,850 MCGs of Factor VIIa (Q0187) on November 1, 2000. The hospital divides the number of MCGs administered by 1000 to convert the MCGs to MGs (4,850 divided by 1000 = 4.85).  The hospital calculates the number of billing units represented by 4.85 and divides by 1.2 (4.85 divided by 1.2 = 4.04 or 4 billing units) and enters 4 in FL 46.  The payment amount is $4,760 (4 billing units x $1190 (1000 x $1.19)).

When the number of units of blood clotting factor administered to hemophiliac inpatients exceeds 999,999,949 (reported as 9,999,999), the hospital reports the excess as a second line for revenue code 636 and repeats the HCPCS code.  One billion fifty million (1,050,000,000) units are reported on one line as 9,999,999, and another line shows 500,001.

NOTE:
For discharges occurring on or after October 1, 2000, providers report HCPCS Q0187 
based on 1 billing unit per 1.2 mg.
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Revenue Code 636 is used.  It requires HCPCS.  Other inpatient drugs continue to be billed without HCPCS codes under pharmacy.  Electronic billers must enter the HCPCS code in field 5 of Record Type 60.  (See Addendum A.)

No changes in beneficiary notices are required.  Coverage is applicable to hospital Part A claims only.  Coverage is not applicable to inpatient Part B claims.  Separate payment is not made to SNFs.

B.
Intermediary Action.--Make the following changes to your systems:

o
Accept HCPCS codes for inpatient services;

o
Edit to require HCPCS codes with Revenue Code 636.  Multiple iterations of the revenue code are possible with the same or different HCPCS codes.  Units provided generally range from about 600 IUs (reported as 6) to over 10,000 (reported as 100 on the bill).  Do not edit units except to ensure a numeric value;

o
Develop inpatient fee tables based on HCPCS codes and revenue code 636.  Pay the fee amount regardless of the charges;

o
Reduce charges forwarded to PRICER by the charges for revenue code 636.  Retain the charges and revenue and HCPCS codes for CWF, and for PS&R;

o
Determine what changes you need in your remittance record to hospitals;

o
Modify your data entry screens to accept HCPCS codes for hospital inpatient claims (bill types 110, 111, 112, 113, 114, 115, 117, & 118);

o
Include the HCPCS code and payment amount in the following records for each HCPCS code billed under revenue code 636:

RECORD


HCPCS CODE



PAYMENT AMOUNT

PS&R UNIBILL

Financial Data

Corresponding to CWF


Field 79

CWF (HUIP)


Field 90





Field 99

o
Treat the bill as a single bill for MSP, and for charging deductible and coinsurance. Use total charges for deductible and coinsurance calculations.

Changes are not planned for MSP pay.  Where MSP recovery is made, the PS&R system allocates MSP primary payer payments between revenue code 636 and the remainder of the charges.  It will delete the primary payment applicable to the final revenue code 636 payment from the primary payment amount carried forward to the PS&R detail record.  PS&R will do this allocation based on charges for revenue code 636 and total covered Medicare charges.

The PS&R provides a separate revenue code report for charges under revenue code 636 for your use at cost report review.

The September 1, 1993 PPS final rule (58 FR 46304) states that payment will be made for the blood clotting factor only if an ICD-9-CM diagnosis code for hemophilia is included on the bill.  Since blood clotting factors are only covered for beneficiaries with hemophilia, ensure that one of the following hemophilia diagnosis codes is listed on the bill before payment is made:

286.0
Congenital factor VIII disorder

286.1
Congenital factor IX disorder


286.2
Congenital factor IX disorder

286.3
Congenital deficiency of other clotting factor

286.4 von Willebrands' disease
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Effective for discharges on or after August 1, 2001, payment may be made if one of the following diagnosis codes is reported:

286.5 Hemorrhagic disorder due to circulating anticoagulants

286.7
Acquired coagulation factor deficiency

C.
Part A Remittance Advice.--

1.
X12.835 Ver. 003030M.--

a.
For remittances reporting PIP and/or non-PIP payments, the Hemophilia Add on will be reported in a claims level 2-090-CAS segment exhibiting an >OA’ Group Code and adjustment reason code “97' (payment is included in the allowance for the basic service/ procedure) followed by the associated dollar amount (POSITIVE) and units of service.  For this version of the 835, >OA’ group coded line level CAS segments are informational and are not included in the balancing routine.  The Hemophilia Add On amount will always be included in the 2-010-CLP04 Claim Payment Amount.

b.
For remittances reporting PIP payments, the Hemophilia Add On will also be reported in the provider level adjustment PLB segment with the provider level adjustment reason code >CA’ (Manual claims adjustment) followed by the associated dollar amount (NEGATIVE).

NOTE:
A data maintenance request will be submitted to ANSI ASC X12 for a new PLB adjustment reason code specifically for PIP payment Hemophilia Add On situations for future use.  However, continue to use adjustment reason code  >CA’ until further notice.

c.
Enter MA103 (Hemophilia Add On) in an open MIA remark code data element. This will alert the provider that the reason code 97 and PLB code >CA’ adjustments are related to the Hemophilia Add On.

2.
X12.835 Ver. 003051.-- 

a.
For remittances reporting PIP and/or non-PIP payments, Hemophilia Add On information will be reported in the claim level 2-062-AMT and 2-064-QTY segments.  The 2-062-AMTO1 element will carry a >ZK’ (Federal Medicare claim MANDATE - Category 1) qualifier code followed by the total claim level Hemophilia Add On amount (POSITIVE).  The 2-064QTY01 element will carry a >FL’ (Units) qualifier code followed by the number of units approved for the Hemophilia Add On for the claim.  The Hemophilia Add On amount will always be included in the 2-010-CLP04 Claim Payment Amount.

NOTE:
A data maintenance request will be submitted to ANSI ASC X12 for a new AMT qualifier code specifically for the Hemophilia Add On for future use.  However, continue to use adjustment reason code >ZK’ until further notice.

b.
For remittances reporting PIP payments, the Hemophilia Add On will be reported in the provider level adjustment PLB segment with the provider level adjustment reason “ZZ” followed by the associated dollar amount (NEGATIVE).

NOTE:
A data maintenance request will be submitted to ANSI ASC X12 for a new PLB, adjustment reason code specifically for the Hemophilia Add On for future use.  However, continue to use PLB adjustment reason code “ZZ” until further notice.

c.
Enter MA103 (Hemophilia Add On) in an open MIA remark code data element. This will alert the provider that the ZK, FL and ZZ entries are related to the Hemophilia Add On. (Effective with version 4010 of the 835, report ZK in lieu of FL in the QTY segment.)
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3.
Standard Hard Copy Remittance Advice.--

a.
For paper remittances reporting non-PIP payments involving Hemophilia Add On, add a “Hemophilia Add On” category to the end of the “Pass Thru Amounts” listings in the “Summary” section of the paper remittance.  Enter the total of the Hemophilia Add On amounts due for the claims covered by this remittance next to the Hemophilia Add On heading.

b.
Add the Remark Code ‘MA103' (Hemophilia Add On) to the remittance advice under the REM column for those claims that qualify for Hemophilia Add On payments.

This will be the full extent of Hemophilia Add On reporting on paper remittance notices; providers wishing more detailed information must subscribe to the Medicare Part A specifications for the ANSI ASC X12 835, where additional information is available.

3610.19
Medicare Rural Hospital Flexibility Program.--

The Medicare Law allows establishment of a Medicare Rural Hospital Flexibility Program by any State that has submitted the necessary assurances and complies with the statutory requirements for designation of hospitals as Critical Access Hospitals (CAHs).

To be eligible as a CAH, a facility must be a currently participating Medicare hospital, a hospital that ceased operations on or after November 29, 1989, or a health clinic or health center that previously operated as a hospital before being downsized to a health clinic or health center.  The facility must be located in a rural area of a State that has established a Medicare rural hospital flexibility program, and must be located more than a 35-mile drive from any other hospital or critical access hospital, or be certified by the State to be a “necessary provider”.  In mountainous terrain or in areas with only secondary roads available, the mileage criterion is 15 miles.  In addition, the facility must make available 24 hour emergency care services, provide not more than 15 beds for acute (hospital-level) inpatient care, and maintain a length of stay, as determined on an annual average basis, of no longer than 96 hours.

An exception to the 15-bed requirement is made for swing-bed facilities, which are allowed to have up to 25 inpatient beds that can be used interchangeably for acute or SNF-level care, provided that not more than 15 beds are used at any one time for acute care.  The facility is also required to meet the conditions of participation for CAHs (42 CFR Part 485, Subpart F).  Designation by the State is not sufficient for CAH status.  To participate and be paid as a CAH, a facility must be certified as a CAH by CMS.

3610.20
Grandfathering Existing facilities.--As of October 1, 1997, no new EACH designations can be made.  The EACHs designated by CMS before October 1, 1997, will continue to be paid as sole community hospitals for as long as they comply with the terms, conditions, and limitations under which they were designated as EACHs.

3610.21
Requirements for CAH Services and CAH Long-term Care Services.--

A. Effective November 29, 1999, CAHs are no longer required to maintain documentation showing that individual stays longer than 96 hours were needed because of inclement weather or other emergency conditions, or submit a case-specific waiver of the 96-hour limit from a peer review organization (PRO) or equivalent entity.  Thus, intermediaries are not required to obtain documentation showing that a PRO or equivalent entity has, on request, approved stays beyond 96 hours in specific cases.  A CAH may provide acute inpatient care for a period that does not exceed, as determined on an annual average basis, 96 hours per patient.  A patient is considered discharged when the admission’s office records the discharge and (1) the patient has been discharged by the appropriate practitioner on the medical chart and (2) the patient is no longer receiving services.  The patient would have to be out of the room and the room available for occupancy.
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Calculate the CAH’s length of stay based on patient census data.  If a CAH exceeds the length of stay limit, send the report to the CMS Regional Office and a copy to the State agency.  The CAH will be required to develop and implement a corrective action plan acceptable to the CMS Regional Office, or face termination of its Medicare provider agreement.

Items and services that a CAH provides to its inpatients are covered if they are items and services of a type that would be covered if furnished by a hospital to hospital inpatients.

B.
A CAH may use its inpatient facilities to provide post-hospital SNF care and be paid for SNF-level services if it meets the following requirements.

1.
The facility has been certified as a CAH by CMS;

2.
The facility provides not more than 25 inpatient beds, and the number of beds used at any time for acute care inpatient services does not exceed 15 beds (any bed of a unit of the facility that is licensed as a distinct-part SNF is not counted under paragraph (1) of this section); and,

3.
The facility has been granted swing-bed approval by CMS.

C.
A CAH that participated in Medicare as a rural primary care hospital (RPCH) on September 30, 1997, and on that date had in effect an approval from CMS to use its inpatient facilities to provide post-hospital SNF care, may continue in that status under the same terms, conditions, and limitations that were applicable at the time those approvals were granted.

3610.22
Payment for Services Furnished by a CAH.--

A.
Payment for Inpatient Services Furnished by a CAH.--Effective  for cost reporting periods beginning after October 1, 1997, payment for inpatient services of a CAH is the reasonable cost of providing the services, as determined under applicable Medicare principle of reimbursement, except the following principles do not apply: the lesser of costs or changes (LCC) rule, ceilings on hospital operating costs, the reasonable compensation equivalent (RCE) limits for physician services to providers, and the payment window provisions for preadmission services treated inpatient services under §3510.3.  Payment for inpatient CAH services is billed as an 11x type of bill and is subject to Part A deductible and coinsurance requirements.

CAHs are exempt from the1- and 3-day window provision.  Services rendered to a beneficiary while in the outpatient department who then becomes an inpatient are not bundled on the inpatient bill.  Outpatient services must be billed as such and on a separate bill from inpatient services.  CWF and the shared system will have to bypass the CAH provider numbers for the edits that compare hospital outpatient and inpatient bills to apply the window provisions.  Outpatient services rendered on the date of admission to an inpatient setting are still billed and paid separately as outpatient services. 

B.
Payment for Outpatient Services Furnished by a CAH.--For cost reporting periods beginning before October 1, 2000, a CAH will be paid for outpatient services under the method in item 1 below.  The BIPA legislation on payment for professional services at 115 percent of what would otherwise be paid under the fee schedule (section 202 of P.L. 106-554) is effective for services furnished on or after July 1, 2001.  This provision was implemented with respect to cost reporting periods starting on or after October 1, 2001.  For cost reporting periods beginning on or after October 1, 2001, the CAH will be paid under the method in item 1 below unless it elects to be 
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paid under the method in item 2.  If a CAH elects payment under item 2 (cost-based facility payment plus fee schedule for outpatient professional services) for a cost reporting period, that election is effective for all of the cost reporting period to which it applies.  If the CAH wishes to change an election from one option to another, that election should be made in writing by the CAH to you, 60 days in advance of the beginning of the affected cost reporting period.  If the CAH makes no election, it will be paid for outpatient services under the standard method in item 1.

All outpatient CAH services, other than pneumococcal pneumonia vaccines, influenza vaccines, administration of the vaccines, screening mammograms, and clinical diagnostic laboratory tests are subject to Part B deductible and coinsurance.  Regardless of the payment method applicable for a period, payment for outpatient CAH services is not subject to the following payment principles: lesser of cost or charges, reasonable compensation equivalent (RCE) limits, any type of reduction to operating or capital costs under 42 CFR 413.124 or 413.30(j)(7), or blended payment rates for ASC-type, radiology, and other diagnostic services.  The mammography services are not exempt from the “lower than” rules.  However, see paragraph E below regarding payment for screening mammography services.
1.
Standard method: Cost-based Facility Services, with Billing of Carrier for Professional Services.--Payment for outpatient CAH services under this method will be made for 80 percent of the reasonable cost of the CAH in furnishing those services, after application of the Part B deductible.  Payment for professional medical services furnished in a CAH to CAH outpatients is made by the carrier on a fee schedule, charge, or other fee basis, as would apply if the services had been furnished in a hospital outpatient department.  For purposes of CAH payment, professional medical services are defined as services provided by a physician or other practitioner, e.g., a physician assistant or nurse practitioner, that could be billed directly to a carrier under Part B of Medicare.

In general, payment for professional medical services, under the cost-based CAH payment plus professional services method should be made on the same basis as would apply if the services had been furnished in the outpatient department of a hospital.

Bill type 85X should be used for all outpatient services including ASC services.  Referenced diagnostic services (nonpatients) will continue to be billed on a 14x type of bill.

2. Optional Method for Outpatient Services:  Cost-Based Facility Services Plus Fee Schedule for Professional Services.--The BIPA legislation on payment for professional services at 115 percent of what would otherwise be paid under the fee schedule is effective for services furnished on or after July 1, 2001.  A CAH may elect to be paid for outpatient services in any cost reporting period under this method.  An election of this payment method, once made for a cost reporting period, remains in effect for all of that period and applies to all CAH services furnished in the CAH outpatient department during that period.  Under this election, a CAH will receive payment for all professional services received in that CAH’s outpatient department (all licensed professionals who otherwise would be entitled to bill the carrier under the Part B).

Payment to the CAH for each outpatient visit will be the sum of the following.

(a) For facility services, not including physician or other practitioner, payment will be the reasonable costs of the services.  On the Form HCFA-1450, (or electronic equivalent) the facility service(s) rendered to outpatients will be listed along with the appropriate revenue code.  Pay the amount equal to the sum of 80 percent of its reasonable costs of its outpatient services after application of the Part B deductible and coinsurance; plus
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(b) On a separate line, the professional services will be listed, along with appropriate HCPC code (physician or other practitioner) and one of the following Revenue Codes - 96x, 97x, or 98x.


Use the Medicare Physician Fee Schedule (MPFS) supplementary file and the CORF Abstract File, for payment of all physician/professional services rendered in a CAH that has elected the optional method.  The data in the supplemental file will be in the same format as the abstract file.  Pay 115 percent of whatever Medicare would pay of the physician fee schedule for physicians.  (Multiply the fee schedule amount, after applicable deductions, by 1.15)  If there is a code listed on the bill that is not in either of these files, please contact your carrier.  The file names are:










MU00.@BF12390.MPFS.CY02.ABSTR.V1114.FI





MU00.@BF12390.MPFS.CY02.SUPL.V1114.FI






Beginning January 2003 the file names are:











MU00.@BF12390.MPFS.CY03.ABSTR.V1114.FI





MU00.@BF12390.MPFS.CY03.SUPL.V1114.FI






These files are available for retrieval through CMS’s Mainframe Telecommunications System formerly known as the Network Data Mover system.  The record layout is the same layout used for the physician fee schedule abstract file disregarding the field defining the fee indicator, found in the Intermediary Manual §3653, page 6-304.9.

If a non-physician (e.g., Nurse Practitioner; Physician Assistant; or Clinical Nurse Specialist), renders a service, the “GF” modifier must be on the applicable line.  Pay 115 percent of 85 percent of the Physician Fee Schedule for this service.  The “GF” modifier is not to be used for CRNA services.  If a claim is received and it has the “GF” modifier for CRNA services, return the claim to the provider.

· CRNA Services (CRNA Pass-Through Exemption of 115 percent Fee Schedule Payments for CRNA Services.  If a CAH that meets the criteria for a pass-through exemption is interested in selecting the Method II option, it can choose this option for all outpatient professionals except the CRNA’s and still retain the approved CRNAs exemption for 
both inpatient and outpatient professional services of CRNAs.  The CAH, with an approved exemption, can choose to give up its exemption for both inpatient and outpatient professional services of CRNAs in order to include its CRNA outpatient professional services along with those of all other professional services under the Method II option.  By choosing to include the CRNAs under the Method II for outpatient services, it loses its CRNA pass-through exemption for not only the outpatient CRNA services, but also the inpatient CRNA services.  In this case the CAH would have to bill the Part B carrier for the CRNA inpatient professional services.



Method I



Billing requirement


TOB = 85X


Revenue Code = 37X for CRNA technical services


Value code      = Blank
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Reimbursement



Revenue Code 37X = CRNA technical service - Cost Reimbursement



Deductible and coinsurance apply.


Provider Billing Requirements for Method II CRNA Services

TOB = 85X

Revenue Code = 37X for CRNA Technical service

Revenue Code = 964 for CRNA Professional service

HCPCS Code = Anesthesia HCPCS code (00100 through 01999 HCPCS range)

Units = Anesthesia 


Reimbursement


Revenue Code 37X for CRNA Technical = cost reimbursement

Revenue Code 964 for CRNA Professional = 50% of Allowed Amount times 115%; or 

Revenue Code 964 and the “QZ” modifier for non-medically directed CRNA Professional = 

    80% of Allowed Amount times 115%


How to calculate payment for anesthesia claims based on the formula


Identify anesthesia claims by HCPCS code range from 00100 through 01999


Add the anesthesia code base unit and time units.  The time units are calculated by dividing actual anesthesia time (Units field on the UB92) by 15.  Multiply the sum of base and time units by the locality specific anesthesia conversion factor (file name below).


The Medicare program pays the CRNA 80% of this allowable charge (non-medically directed).  Deductible and coinsurance apply.


If the CRNA is medically directed, pay 50% of the allowable charge.  Deductible and coinsurance apply.


Base Formula


Number of minutes divided by 15, plus the base units = Sum

Sum times the conversion factor = allowed amount


Source


Number of minutes = Number of units on the claim (Units field of the UB92)

Base Units = Anesthesia HCPCS

Conversion Factor = File – MU00.@BF12390.MPFS.CY03.ANES.V1016



Record Layout for the Anesthesia Conversion Factor File


Data Element Name

Picture

Location

Length

Carrier Number


X(5)

  1-5

    5

Locality Number


X(2)

  13-14

    2

Locality Name


X(30)

  19-48

    30

Anesthesia CF 2002

99V99

  74-77

     4


	6-120.2
	Rev. 1870


	12-02
	BILL REVIEW
	3610.22 (Cont.)


Outpatient services, including ASC services, rendered in an optional method payment provider will be billed using the 85X type of bill.  Referenced diagnostic services (nonpatients) will continue to be billed on a 14X type of bill.

C. Payment for outpatient services of a CAH is subject to applicable Part B deductible and coinsurance amounts, as described in §3626.3, except as described in paragraphs D. and E.


D.
Part B of Medicare pays 100 percent for pneumococcal pneumonia vaccines (PPV) and influenza virus vaccines and their administration.  Payment is on a reasonable cost basis.  Deductible and coinsurance does not apply.  Part B of Medicare also covers the reasonable cost of hepatitis B vaccine and its administration.  Deductible and coinsurance apply.

E. For claims with dates of service on or after January 1, 2002, §104 of the Benefit Improvement and Protection Act (BIPA) 2000, provides for payment of screening mammography under the Medicare Physician Fee Schedule (MPFS) for such services furnished in hospitals, skilled nursing facilities (SNFs), and in CAHs not electing the optional method of payment for outpatient services.

Method I (Standard)

CAHs paid under the standard method bill the technical component (CPT codes 76092 or G0202 and 76085) to you using revenue code 403 and Type of Bill (TOB) 85X.  Pay for these services at 80 percent of the lesser of the fee schedule amount or the actual charges, in accordance with the instructions as described in §3660.10.

Professional component services (CPT codes G0202 or 76092 and 76085 (Use 76085 in conjunction with code 76092)) in standard-method CAHs are billed by the physician to the carrier and are paid at 80 percent of the lesser of the fee schedule amount or the actual charges.  The payment for code 76092 is equal to the lower of the actual charge or the locality specific technical component payment amount under the MPFS.  Program payment for the service is 80 percent of the lower amount and coinsurance is 20 percent.  This is a final payment.

Method II (Optional Method)

For CAHs that elected the optional method of payment for outpatient services, the payment for technical services would be the same as the CAHs that did not elect the optional method.  Use TOB 85x and revenue code 403 for the technical service.

However, you would pay the professional component at 115 percent of the lesser of fee schedule amount or actual charge.  There is no deductible but coinsurance is applicable.  (See §§3660.10B, 3660.19, and 3660.20.)

CAHs electing the optional method of outpatient payment will bill you the professional amount for CPT codes G0202, or 76092 and 76085 (Use 76085 in conjunction with 76092) using revenue code 97X.  Pay for these services at 115 percent of 80 percent (that is, 92 percent) of the lesser of the fee schedule amount or the actual charge.
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F.
Regardless of the payment method that applies under paragraph B, make payments for clinical diagnostic laboratory tests furnished to CAH outpatients on or after November 29, 1999, on a reasonable cost basis with no beneficiary cost-sharing – no coinsurance, deductible, co-payment, or any other cost-sharing.

G. Costs of emergency room on-call physicians.--For cost reporting periods beginning on or after October 1, 2001, the reasonable costs of outpatient CAH services may include the reasonable compensation and related costs for an emergency room physician who is on call but not present at the premises of the CAH, if the physician is not otherwise furnishing physicians’ services and is not on call at any other provider or facility.  The costs are allowable only if they are incurred under a written contract which requires the physician to come to the CAH when the physician’s presence is medically required.  An emergency room physician must be a doctor of medicine or osteopathy who is immediately available by telephone or radio contact, and available on site, on a 24-hour a day basis, within 30 minutes, or within 60 minutes in areas described in 42 CFR 485.618 (d)(2).

H. Costs of ambulance services.--Effective for services furnished on or after December 21, 2000, payment for ambulance services furnished by a CAH or by an entity that is owned and operated by a CAH is, under certain circumstances, the reasonable cost of the CAH or the entity in furnishing those services.  Payment is made on this basis only if the CAH or the entity is the only provider or supplier of ambulance services located within a 35-mile drive of the CAH or the entity.  Reasonable cost will be determined without regard to any per-trip limits or fee schedule that would otherwise apply.

The distance between the CAH or entity and the other provider or supplier of ambulance services will be determined as the shortest distance in miles measured over improved roads between the CAH or the entity and the site at which the vehicles of the nearest provider or supplier of ambulance services are garaged.  An improved road is any road that is maintained by a local, State, or Federal government entity and is available for use by the general public.  An improved road includes the paved surface up to the front entrance of the CAH and the front entrance of the garage.

3610.23
Payment for Post-Hospital Extended (Swing bed) Care Furnished by a CAH.--Under §203 of the Benefits Improvement and Protection Act (BIPA) of 2000, swing beds in CAHs are exempt from §1888(e)(7) of the Act (as enacted by §4432(a) of the Balanced Budget Act of 1997), which applies the SNF Prospective Payment System (PPS) to SNF services furnished by swing-bed hospitals generally.  In addition, this provision establishes a new reimbursement system for CAHs that provides full reasonable cost payment for CAH swing-bed services.  This provision is effective with cost reporting periods beginning on or after the date of the enactment of the BIPA 2000, December 21, 2000.

Currently, to calculate the swing bed cost carve out from routine services, Medicare substitutes the pre-determined regional rate as a proxy for total swing bed routine costs and then applies that same pre-determined rate to total swing bed days.  Under the BIPA 200 provision, adjust the CAH swing bed rate effective with the first day of the provider’s fiscal year beginning on/after December 21, 2000.  Instead of using the pre-determined rate for SNF-like swing bed days, calculate an interim payment reflecting an estimate of each facility’s routine cost in the current year.  This interim payment rate will be calculated from the latest available cost reporting data.  To reimburse a CAH for its swing bed services based on cost, it will be necessary to refer to the CAH’s most recent cost report to track the number of SNF-like swing bed days, NF-like swing beds, total patient days, and total routine costs.  Presently, the cost report calculates total routine costs through worksheet D-1 of the Form CMS-2552-96.
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NF-like swing bed routine costs should be calculated using existing procedures; i.e., multiplying the average statewide rate per patient day paid under the state Medicaid plan by the number of NF-like swing bed days.  The NF-like swing bed costs should then be deducted from the hospital’s total routine costs.  Then, to calculate the SNF-like swing bed cost per day, the adjusted routine costs are divided by the sum of the total number of inpatient routine care days and total SNF-like swing bed days.  This cost per day is then applied against the SNF-like swing bed days to arrive at the carve out for SNF swing bed costs.  That same per diem is then applied against the Medicare swing bed days resulting in Medicare share of routine swing bed costs.

The cost report instructions will be modified on Worksheet D-1 to accommodate this change in payment procedures for CAHs.

The ancillary costs are apportioned to Medicare based on billed charges.  The cost report currently calculates Medicare’s share of ancillary costs through worksheet D-4 of the same cost reporting Form CMS-2552-96.  No change would be required to the cost report for calculating swing bed ancillary costs.

Settlement for CAHs for swing bed services will continue to be calculated on Worksheet E-1.

All CAH SNF-like swing bed bills should have a “z” in the third position of the provider number.

NOTE:  Certified SNFs (i.e., 5000 provider number series) owned and operated by CAHs are reimbursed under SNF PPS.

3610.24 Review of Form CMS-1450 for the Inpatient.--All items on CMS-1450 are completed in accordance with §3604.
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An adjustment is also provided to the Federal rate for indirect costs of medical education of interns and residents.  Calculate the adjustment by dividing the hospital's full-time equivalent total of interns and residents by the hospital's total patient days (line 8, column 6 of worksheet S3 of the HCFA Form 2552-89, minus the total of the lines 1B, 1C, 1D, and 7, divided by the number of days in the cost reporting period.)  Review the hospital's records and make any needed changes in the count at the end of the cost reporting period.  Enter the indirect medical education adjustment ratio in positions 184-188 of the provider-specific file for use by PRICER.

3611.2
Hold Harmless Payments.--In FY 1992, hospitals with a hospital-specific rate for capital that is above the Federal PPS rate for the cost reporting period that ended in FY 1990 can receive the higher of:

o
The hold harmless-old capital rate, which is 100 percent of the reasonable costs of old capital for sole community hospitals, or 85 percent of the reasonable costs associated with old capital for all other hospitals, plus a payment for new capital (see §3611.5 for the definitions of old and new capital); or

 
o
The hold harmless - 100 percent Federal rate.

Adjust the hospital-specific rate in the cost report for the period ending in FY 1990 for case mix.  Update the rate to FY 1992 levels using the projected increase in national average capital costs per discharge to initially determine whether a hospital should be paid under the hold harmless or the fully prospective methodology.  The type of methodology is entered in the provider-specific file.  (See §3656.3.)

Hospitals paid under the fully prospective methodology may change to the hold harmless methodology if justified by the addition of obligated capital and other changes in remaining old capital costs subsequent to the base period.  This option is available through the later of a hospital's cost reporting period beginning in FY 94 or after obligated capital has been put in use.  Hospitals must request an extension from you by the later of January 1, 1993, or within 180 days of the event causing the delay, if they will be unable to put an asset in use for inpatient care by October 1, 1996.  The new hospital-specific rate reflects the disposal of old assets and the addition of obligated capital costs, but not new capital acquisitions.  If the recalculated hospital-specific rate exceeds the Federal rate, the hospital will be paid under the hold harmless methodology.  The payment methodology in effect for FY 94 (or after the obligated capital has been put in use, if later) determines the payment methodology applicable for the remainder of the transition period under either transition payment methodology.

Do not hold harmless a hospital for increased costs resulting from a lease arrangement entered into after December 31, 1990.

If a hospital has such low Medicare utilization in its original capital base period that it is not required to file a cost report, its hospital-specific rate will be based on its old capital costs per discharge in the first 12-month cost reporting period for which a cost report is filed.

Convert a reasonable cost/hold harmless hospital to the 100 percent Federal payment rate when:

o
Advantageous due to reductions in depreciation and/or the allowable percentage of old capital; 

o
A hospital elects to be paid at 100 percent of the Federal rate; or
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o
A hospital does not maintain adequate records to identify its old capital costs.  

Enter the payment methodology change in the provider-specific file.

3611.3
Blended Payments.--Hospitals with a FY 1990 hospital-specific rate for capital below the Federal rate are paid a fully prospective capital rate based on a blend of their hospital-specific rate and the Federal rate.  The payment for discharges occurring during a cost reporting period which began in FY 1992 is based on a blend of 90 percent of the hospital-specific rate and 10 percent of the Federal rate.  The payment for discharges occurring during a cost reporting period which began in FY 1993 is based on a blend of 80 percent of the hospital-specific rate and 20 percent of the Federal rate.  The Federal portion of the payment increases by 10 percent each year and the hospital-specific portions decreases by 10 percent each year, culminating in payment at 100 percent of the Federal rate in the tenth year.

3611.4
Capital Payments in Puerto Rico.--A special standard rate applies to Puerto Rico.  It is a combination of 25 percent of the Federal capital amount and 75 percent of the Puerto Rican capital amount.  It is used in lieu of the Federal rate to compute hold harmless and fully prospective payments for PPS hospitals in Puerto Rico.

3611.5

Old and New Capital.--Old capital is a hospital asset that:

o

Has been put in use for patient care on or before December 31, 1990; or

o
Has been legally committed to by an enforceable contract entered into on or before December 31, 1990, and put in patient use before October 1, 1994.  

All other assets are considered new for Medicare purposes.

3611.6
New Hospitals.--New hospitals that open during the national 10-year transition are exempt from capital PPS payment for their first 2 years of operation.  A new hospital is one that does not have a 12-month cost reporting period that ended on or before September 30, 1990.  The new hospital exemption does not apply to: 


o
A new acute care hospital that operated as a PPS excluded hospital for 2 or more years before its transition to PPS; 


o
A hospital which has been open more than 2 years, but has participated in Medicare fewer than 2 years;


o
A hospital that closes and reopens within 2 years under the same or different ownership; or 


o
A hospital that builds a new or replacement facility at the same or a new location, even if a change of ownership or new leasing arrangements are involved.
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A new hospital is paid 85 percent of its reasonable costs for capital during the exemption period. The hospital's second year of operation is the base period for determination of the hospital-specific rate and old capital assets.  Effective with its 3rd year of operation, the hospital is paid:



o
The fully prospective methodology if the hospital-specific rate is less than the Federal rate.  Using the blend rate applicable to the Federal FY in which the base period begins.  For example, a new hospital with a hospital-specific rate less than the Federal rate and a base year beginning in FY 1995 is paid 70 percent of its hospital-specific rate and 30 percent of the Federal rate; or



o
The hold harmless methodology if the hospital-specific rate is greater than the Federal rate.  Hold harmless payments may continue for up to 8 years.  They may continue beyond the first cost reporting period that begins on or after October 1, 2000.

3611.7
Capital PPS Exception Payments.--Exception payments are provided for hospitals with inordinately high levels of capital obligations.  They will expire at the end of the 10-year transition period.  Exception payments ensure that:

o
Sole community hospitals receive 90 percent of their Medicare inpatient capital costs;

o
Urban hospitals with 100 or more beds and a disproportionate share patient percentage of at least 20.2 percent receive 80 percent of their Medicare inpatient capital costs; and

o
All other hospitals receive 70 percent of their Medicare inpatient capital costs.

Interim exception payments are added to the basic capital payment by PRICER, using the rate entered in positions 189-194 of the provider-specific file.  Adjust these interim payments, as needed, at cost report settlement.

A limited exception is also provided during the 10-year transition period for hospitals that experience unanticipated extraordinary circumstances that require an unanticipated major capital expenditure. Events such as a tornado, earthquake, catastrophic fire, or a hurricane are examples of extraordinary circumstances.  The capital project must cost at least $5 million to qualify for this exception.  An eligible hospital's minimum payment level under this exception is 85 percent of costs associated with the unanticipated capital expenditure and the applicable minimum payment level for its other Medicare inpatient capital costs.

These limited exceptions must be approved by HCFA prior to payment.  If approved, include the limited exception payment amount per discharge in the exception field of the provider specific file.
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3611.8
Outliers.--Total Federal PPS payments are reduced by an amount equal to anticipated outlier payments for the year to fund capital and operating outlier payments.  Outlier payments apply only to the Federal portions of capital payments.  Outlier payments are calculated by PRICER.

PRICER uses a combined methodology to determine the day outlier payment rate for capital and operating day outliers.  A second combined methodology is used to determine the cost outlier payment rate for capital and operating costs.  A capital or operating cost outlier is paid only if both capital and operating costs related to an admission exceed the combined outlier threshold.  PRICER pays the higher of the combined total cost outlier payment or the total day outlier payment.  An exception applies to a transferring hospital.  A transferring hospital may be paid a cost outlier, but may not be paid a day outlier unless DRG 385 or 456 applies.  The outlier computation methodology is contained in your PRICER installation guide.  (See §3610.7 for the common thresholds that apply to both operating and capital outliers.)
3611.9
Admission Prior to and Discharge After Capital PPS Implementation Date.--The capital payment issued for an inpatient hospital stay that begins prior to and ends after the onset of capital PPS is the amount determined by PRICER for that DRG.  No reasonable cost capital pass through payment is payable for the portion of the stay that pre-dates capital PPS.  Do not split a bill for the periods before and after the onset of capital PPS that fall into the same billing period.  

Base any outlier payment due on the entire stay, not only that portion of the stay that began after the start of capital PPS.

3611.10
Market Basket Update.--For FY 1992 through FY 1995, the update to the Federal and the hospital-specific rates is based on actual increases in capital-related costs per discharge adjusted for case mix change.  For example, FY 1993 rate updates are based on a comparison of inpatient capital costs per case in Medicare cost reports beginning in FY 1990 and the costs per case in the cost reports beginning in FY 1988.  The update computation will be modified after FY 1995 to reflect the capital market basket index, changes in capital requirements and new technology.  Annual updates for periods after FY 1992 will be effective October 1 for all PPS hospitals, rather than the start of cost report periods that begin during that FY.
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3612.
KIDNEY TRANSPLANT - GENERAL

A major treatment for patients with ESRD is kidney transplantation.  This involves removing a kidney, usually from a living relative of the patient or from an unrelated person who has died, and surgically placing the kidney into the patient.  After the beneficiary receives a kidney transplant, Medicare pays the transplant (implanting) hospital for the transplant and appropriate standard acquisition charges.  Special provisions apply to payment.

A transplant hospital may acquire cadaver kidneys by:

o
Excising kidneys from cadavers in its own hospital;

o
Having its kidney procurement team excise kidneys from cadavers in other hospitals;

o
Arrangements with participating community hospitals, whether they excise kidneys on a regular or irregular basis;

o
Arrangements with a kidney procurement organization which services the transplant hospital as a member of a network; and

o
Arrangements with a freestanding kidney procurement organization which provides cadaver kidneys to any transplant hospital.

When the transplant hospital also excises the cadaver kidney, the cost of the procedure is included in its kidney acquisition costs and is considered in arriving at its standard cadaver kidney acquisition charge.  When the transplant hospital excises a kidney to provide another hospital, it may use its standard cadaver kidney acquisition charge or its standard detailed departmental charges to bill that hospital.

When the excising hospital is not a transplant hospital, it bills its customary charges for services used in excising the cadaver kidney to the transplant hospital or organ procurement agency.

When the provider excising the kidney is a community hospital that does not participate in the Medicare program, its charges for the kidney are subject to screens of $l,200 (provider cost) and $400 (physicians' services).  Organs may be accepted from a nonparticpating hospital only if they cannot be obtained from any other source.

If the transplanting hospital's organ procurement team excises the cadaver kidney at another hospital, the cost of operating such a team is included in the transplanting hospital's kidney acquisition costs, along with the reasonable charges billed by the other hospital of its services.

3612.1
The Standard Kidney Acquisition Charge.--There are two basic standard charges which must be developed by transplant hospitals from costs expected to be incurred in the acquisition of kidneys:
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o
The standard charge for acquiring a live donor kidney; and

o
The standard charge for acquiring a cadaver kidney.

The standard charge is not a charge representing the acquisition cost of a specific kidney; rather, it is a charge which reflects the average cost associated with each type of kidney acquisition.

3612.2
Billing for Kidney Transplant and Acquisition Services.--The HCFA-1450 is completed in accordance with §3604 for the beneficiary who receives a kidney transplant.  Applicable standard kidney acquisition charges are identified separately in FL 42 by revenue code 811 (Living Donor Kidney Acquisition) or 812 (Cadaver Donor Kidney Acquisition).  Where interim bills are submitted, the standard acquisition charge appears on the billing form for the period during which the transplant took place.  This charge is in addition to the hospital's charges for services rendered directly to the Medicare recipient.

Deduct kidney acquisition charges for PPS hospitals for processing through PRICER.  These costs, incurred by approved kidney transplant hospitals, are not included in the prospective payment DRG 302 (kidney transplant).  They are paid on a reasonable cost basis.  Interim payment is paid as a "pass through" item.  (See Provider Reimbursement Manual, Part l, §2802 B.8.)  Include kidney acquisition charges under the appropriate revenue code in UNIBILL.

3612.3
Charges for Kidney Acquisition Services.--Applicable services (see ''3179-3179.19) are billed from the excising hospital to the transplant (implant) hospital).  A billing form is not submitted from the excising hospital to you.  The transplant hospital keeps an itemized statement that identifies the services furnished, the charges, the person receiving the service (donor/recipient), and whether this is a potential transplant donor or recipient.  These charges are reflected in the transplant hospital's kidney acquisition cost center and are used in determining the hospital's standard charge for acquiring a live donor's kidney or a cadaver's kidney.  The standard charge is not a charge representing the acquisition cost of a specific kidney.  Rather, it is a charge which reflects the average cost associated with each type of kidney acquisition.  Also, it is an all-inclusive charge for all services required in acquisition of a kidney, i.e., tissue typing, post-operative evaluation, etc.

3612.4
Notifying Carriers.--To inform carriers when immunosuppressive drugs are payable, make an extra copy of the Medicare Benefit Notice that gives the date of discharge for kidney transplants. Send the copy to the carrier specializing in immunosuppressive drug payment.

o
If the beneficiary lives  

west of the Mississippi or

in Minnesota 


send the copy to:


o
TransAmerica Occidental

Life Insurance Company

Medicare Immuno Drug Claims

P.O. Box 60848 Terminal Annex

Los Angeles, Ca  90060
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o
If the beneficiary lives east 

Blue Cross and Blue Shield 

of the Mississippi, excluding

of South Carolina

Minnesota, send the copy to:

Medicare Immunosuppressive Drug Unit

Pen Claims

P.O. Box l02401

Columbia, SC  29224

See §3718.1 for the message about immunosuppressive drug reimbursement to include in the notice.

3613.
HEART TRANSPLANTS

A.
Background.--On April 6, 1987, HCFA Ruling 87-1, "Criteria for Medicare Coverage of Heart Transplants" was published in the Federal Register.  For Medicare coverage purposes, heart transplants are medically reasonable and necessary when performed in facilities that meet certain criteria.  Facilities that wish to obtain coverage for their Medicare patients submit an application and documentation showing their initial and ongoing compliance with each criterion.

The facility mails the application to the address below in a manner which provides it with documentation that it was received, e.g., return receipt requested.

Director

Division of Integrated Delivery Systems

Centers for Medicare and Medicaid Services

Mailstop C4-25-02

7500 Security Blvd.

Baltimore, MD 21244

If you have any questions concerning the effective or approval dates of your hospitals, contact your RO.

B. Artificial Hearts and Related Devices.—Medicare does not cover the use of artificial hearts, either as a permanent replacement for a human heart or as a temporary life-support system until a human heart becomes available for transplant (often referred to a “bridge to transplant”).  Medicare does cover a Ventricular Assist Device (VAD) when used as a bridge to transplant when specific criteria are met, but does not cover this device when used as an artificial heart.  The following criteria must be fulfilled in order for Medicare coverage to be provided for a VAD used as a bridge to transplant.  (See section 65-15 of the Coverage Issues Manual for further detail.)  VADs also are used as temporary support systems.  Charges for artificial heart ventricular assist devices and related services are reported as noncovered except in the following situations:

1. The VAD must be used in accordance with the FDA approved labeling instructions. 

This means that the VAD is used as a temporary mechanical circulatory support for approved transplant candidates as a bridge to cardiac transplantation.

2. The patient is approved and listed as a candidate for heart transplantation by a Medicare approved heart transplant center.

3. The implanting site, if different than the Medicare approved transplant center, must receive written permission from the Medicare approved heart transplant center under which the patient is listed prior to implantation of the VAD.

ICD-9-CM procedure code 37.66, Implantation of an implantable pulsatile heart assist system, is and will continue to be listed as a noncovered procedure in the Medicare Code Editor (MCE) due to the 
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stringent conditions that must be met by hospitals in order to receive payment.  If this procedure is listed in accordance with the above criteria, payment is appropriate and you are to override the MCE noncovered edit.


C.
Drugs.--Medicare covers immunosuppressive drugs up to 1 year following a covered transplant.  (See §3660.8.)

D. Noncovered Transplants.--Medicare does not cover transplants or retransplants in facilities which have not been approved as meeting the facility criteria.  If a beneficiary is admitted for and receives a heart transplant from a facility that is not approved, neither physician's services nor inpatient services associated with the transplantation procedure are covered.  When a beneficiary has received a heart transplant from a hospital (which has not been approved as meeting the facility criteria) and later requires medical and hospital services as a result of the noncovered transplant, the services are covered when they are reasonable and necessary in all other respects.

E.
Bill Review Procedures.--Take the following actions to process heart transplant bills.  You may accomplish them manually or you may modify your MCE and Grouper interface programs to handle the processing.

F.
Change MCE Interface.--The MCE creates an exception for procedure code 375 (heart transplant).  Where this procedure code is identified by MCE, check the provider number to determine if the provider is an approved transplant center.  Check the effective approval date.  If payment is appropriate (i.e., the center is approved and the service is on or after the approval date) override the noncovered OR procedure edit.

G.
Grouper.--If the discharge is October 1, 1987 or later, process the bill through Grouper and Pricer.  If the discharge is before October 1, 1987, Pricer does not have the proper DRG weight.  Assign a weight of 14.9944 and process to payment.  Use a 51 day outlier threshold for discharges before October 1, 1987.

H.
Handling Heart Transplant Billings From Nonapproved Hospitals.--Where a heart transplant and covered services are provided by a nonapproved hospital, the bill data processed through Grouper and Pricer must exclude transplant procedure codes and related charges.  (See §3656.1.)

I.
Effective Dates.--Coverage is effective for discharges no earlier than October 17, 1986, for facilities which applied by July 6, 1987.

J.
Approved Heart Transplant Facilities.--The facilities listed following subsection K have been approved as Medicare heart transplant facilities.  The effective date for each is shown.  If you have any questions, contact your RO.  For a complete list of transplant centers, visit www.hcfa.gov/medicare/tranplan.htm.

K.
Charges for Heart Acquisition Services.--Applicable services (see §§3178-3178.19) are billed to the transplant (implant) hospital by the excising hospital).  A billing form is not submitted from the excising hospital to you.  The transplant hospital keeps an itemized statement that identifies the services rendered, the charges, the person receiving the service (donor/recipient), and whether this is a potential transplant donor or recipient.  These charges are reflected in the transplant hospital's heart acquisition cost center and are used in determining the hospital's standard charge for acquiring a live donor's heart.  The standard charge is not a charge representing the acquisition cost of a specific heart; rather, it is a charge which reflects the average cost associated with each type of heart acquisition.  Also, it is an all inclusive charge for all services required in the acquisition of a heart, i.e., tissue typing, post-operative evaluation.
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List of Approved Medicare Heart Tranplant Centers
Name & Address








Effective Date
Medical College of Virginia






October 17, 1986

11th and Marshall Sts.

Richmond, VA  32398

Stanford University, University Hospital



October 17, 1986

Stanford University Medical Center

Stanford, CA  94305

University of Minnesota Hospital
October 17, 1986

  and Clinic

420 Delaware Street, S.E.

Minneapolis, MN 55455

University Medical Center at the
October 17, 1986

  Arizona Health Sciences Center

1501 N. Campbell Av.

Tuscon, AZ 85724

The Johns Hopkins Hospital
October 17, 1986

600 N. Wolfe St.

Baltimore, MD 21205

Foster G. McGaw Hospital
October 17, 1986

Loyola University Medical Center
(revised date)

2160 South First Av.

Maywood, IL 60163

Methodist Hospital/Baylor College
October 17, 1986

  of Medicine

The Methodist Hospital System

6535 Fannin, M.S. 101

Houston, TX 77030

Methodist Hospital of Indiana
October 17, 1986

1701 North Senate Blvd. 

Indianapolis, IN 46202

Presbyterian University Hospital
October 17, 1986

Desoto at O'Hara Sts.

Pittsburgh, PA 15213
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Washington University
September 16, 1987

(Barnes Hospital)

4949 Barnes Hospital Plaza

St. Louis, MO 63110

St. Louis University Hospital
October 17, 1986

3556 Caroline St.

St. Louis, MO 63104

University Hospital
October 17, 1986

University of Utah

50 North Medical Dr. 

Salt Lake City, UT 84132

Temple University Hospital
January 1, 1987

Broad and Ontario Sts. 

Philadelphia, PA 19140

Pacific Presbyterian Medical Center
July 15, 1987

2333 Buchanan  St. 

San Francisco, CA 94115

Brigham & Women's Hospital
June 20, 1987

75 Francis St. 

Boston, MA 02115

University Hospital
October 17, 1986

University of Alabama

Birmingham University Station

Birmingham, Al 35294

St. Luke's Episcopal Hospital
October 17, 1986

(Texas Heart Institute)

P.O. Box 20269

Houston, TX 77225-0269

Jewish Hospital
April 7, 1988

217 East Chestnut St. 

Louisville, KY 40202-1886

The Cleveland Clinic Foundation 
June 13, 1988

9500 Euclid Av. 

Cleveland, OH 44106

The Oregon Health Sciences University
June 15, 1988

3181 S.W. Sam Jackson Park Rd.

Portland, OR 97201
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Henry Ford Hospital
August 2, 1988

2799 West Grand Blvd.

Detroit, MI 48202-2689

Latter Day Saints Hospital
April 14, 1988

Eighth Ave and C St.

Salt Lake City, UT 84143

Tampa General Hospital
August 19, 1988

Davis Island

P.O. Box 1289

Tampa, FL 33601

Baptist Medical Center
December 22, 1988

3300 Northwest Expressway

Oklahoma City, OK  73112-4481

Los Angeles Medical Center
January 6, 1989

University of California (UCLA)

Los Angeles, CA 90024

University of Washington
January 6, 1989

Seattle, WA 98195

The Carolinas Heart Institute
February 9, 1989

1000 Blythe Blvd.

Charlotte, NC 28232-2861

Columbia-Presbytherian Medical Center
February 28, 1989

622 West 68th Street

New York, NY 10032

Sharp Memorial Hospital
April 12, 1989

7901 Frost Street

San Diego, CA 92123

M. S. Hershey Medical Center
May 8, 1989

The Pennsylvania State University

Hershey, PA 17033

Hartford Hospital
June 21, 1989

80 Seymour Street

Hartford, CT 06115

St. Joseph's Hospital
October 24, 1989

5665 Peachtree Dunwoody Road, N.E.

Atlanta, GA 30342
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Vanderbilt University Medical Center
December 6, 1989

Nashville, TN 37232

Ohio State University
December 11, 1989

Heart Transplant Program

Columbus, OH 43210-1228

Abbott-Northwestern Hospital
January 19, 1990

800 East 28th St. at Chicago

Suite G004

Minneapolis, Minnesota 55407

University of Michigan Medical Ctr.
January 19, 1990

University of Michigan Hospitals

Ann Arbor, Michigan 48109-2007

Ochsner Foundation Hospital
January 19, 1990

1516 Jefferson Highway

New Orleans, Louisiana 70121

Shands Hospital
January 19, 1990

(University of Florida)

Box J-286, JHMHC

Gainesville, Florida 32610

Northern Indiana Heart Institute
February 16, 1990

(Lutheran Hospital of Fort Wayne)

3024 Fairfield Avenue

Fort Wayne, Indiana 46807-1697

Presbyterian Hospital
March 20, 1990

P. O. Box 26666

Albuquerque, New Mexico 87125-6666

St. Luke's Medical Center
May 25, 1990

2900 West Oklahoma Avenue

Milwaukee, Wisconsin 53215

Indiana University Hospitals
June 29, 1990

926 West Michigan Street

Indianapolis, Indiana 46223

St. Luke's Hospital of Kansas City
June 29, 1990

Wornall Road at Forty Fourth

Kansas City, Missouri 64111
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Baylor University Medical Center 
June 29, 1990

3500 Gaston Avenue

Dallas, Texas 75246

Emory University Hospital
August 3, 1990

(Robert W. Woodruff Health

  Sciences Center)

1440 Clifton Road, N.E.

Atlanta, Georgia  30322

Humana Hospital San Antonio
September 28, 1990

8026 Floyd Curl Drive

San Antonio, TX  78229

Hospital of the University
January 4, 1991

   of Pennsylvania

Philadelphia, Pennsylvania  19104


University of Cincinnati
March 14, 1991

   Medical Center

234 Goodman Street

Cincinnati, Ohio  45267-0761


Yale-New Haven Medical Center
March 14, 1991

333 Cedar Street

P.O. Box 3333

New Haven, Connecticut  06510

 

3613.1
Notifying Carriers.--To inform carriers when immunosuppressive drugs are reimbursable, make a copy of the Medicare Benefit Notice that gives the date of discharge for heart transplants. Send the copy to the appropriate carrier shown in §3612.4.
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STEM CELL TRANSPLANTATION

Stem cell transplantation is a process in which stem cells are harvested from either a patient's or donor's bone marrow or peripheral blood for intravenous infusion.  The transplant can be used to effect hematopoietic reconstitution following severely myelotoxic doses of chemotherapy (HDCT) and/or radiotherapy used to treat various malignancies.  Allogeneic stem cell transplant may also be used to restore function in recipients having an inherited or acquired deficiency or defect.

Allogeneic and autologous stem cell transplants are covered under Medicare for specific diagnoses.  Effective 10/01/90, these cases are assigned DRG 481, Bone Marrow Transplant.

See Coverage Issues Manual, §35-30.1 for a complete description of covered and noncovered conditions.  

The Outpatient Code Editor (OCE) will edit stem cell transplant procedure codes against diagnosis codes to determine which cases may meet the specified coverage criteria.  Those cases with a diagnosis code for a covered condition will pass (as covered) the OCE noncovered procedure edit.  Pay any claims that pass the OCE for eligible beneficiaries.  When a stem cell transplant case is selected for review based on the random selection of beneficiaries, the PRO will review the case on a post-payment basis to assure proper coverage decisions.  Stem Cell transplants are typically performed in the outpatient setting.  Should complications occur, then the procedure would be performed on an inpatient basis.  When performed on an inpatient basis, the claim would go through the Medicare Code Editor (MCE), instead of the OCE.

The OCE/MCE classifies procedure code 41.00 (Bone marrow transplant, not otherwise specified) as noncovered.  Return the claim to the provider for a more specific procedure code.

3614.1
Allogeneic Stem Cell Transplantation.--

A.
General.--Allogeneic stem cell transplantation (ICD-9-CM Procedure Codes 41.02, 41.03, 41.05, and 41.08, CPT-4 Code 38240) is a procedure in which a portion of a healthy donor's stem cells is obtained and prepared for intravenous infusion to restore normal hematopoietic function in recipients having an inherited or acquired hematopoietic deficiency or defect.
Expenses incurred by a donor are a covered benefit to the recipient/beneficiary but, except for physician services, are not paid separately.  Services to the donor include physician services, hospital care in connection with screening the stem cell, and ordinary follow-up care.  

B.
Covered Conditions.--

1.
Effective for services performed on or after August 1, 1978:

o
For the treatment of leukemia, leukemia in remission (ICD-9-CM codes 204.00 through 208.91), or aplastic anemia (ICD-9-CM codes 284.0 through 284.9) when it is reasonable and necessary; and

2.
Effective for services performed on or after June 3, 1985:

o
For the treatment of severe combined immunodeficiency disease (SCID) (ICD-9-CM code 279.2), and for the treatment of Wiskott - Aldrich syndrome (ICD-9-CM 279.12).
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C.
Noncovered Conditions.--


1.
Effective for services performed on or after May 24, 1996:

o
Allogeneic stem cell transplantation is not covered as treatment for multiple myeloma (ICD-9-CM codes 203.00 and 203.01 ).
NOTE:
Coverage for conditions other than these specifically designated as covered or noncovered in this section or §35-30.1 of the CIM are left to individual intermediary’s discretion.

D.
Billing for Allogeneic Stem Cell Transplants.--The donor is covered for medically necessary inpatient hospital days of care in connection with the stem cell transplant operation.  Expenses incurred for complications are covered only if they are directly and immediately attributable to the stem cell donation procedure.

Hospital services furnished in connection with a stem cell transplant are covered under Part A.  Charges are reported on the hospital billing form submitted for the recipient.  Days of care used by the donor are not charged against the recipient's utilization record.  For purposes of cost reporting, include the covered donor days and charges as Medicare days and charges.  Physicians' services are billed under Part B to the carrier, on the account of the recipient, and are paid at 80 percent of reasonable charges. 

Charges for the transplant itself will generally be shown in revenue center code 362, although selection of the cost center is up to the hospital.   

3614.2
Autologous Stem Cell Transplantation.--

A.
General.--Autologous stem cell transplantation (ICD-9-CM procedure code 41.01, 41.04, 41.07, and 41.09 and CPT-4 code 38241) is a technique for restoring stem cells using the patient's own previously stored cells. 

B.
Covered Conditions.--

1.
Effective for services performed on or after April 28, 1989:

o
Acute leukemia in remission (ICD-9-CM codes 204.01, lymphoid; 205.01, myeloid; 206.01, monocytic; 207.01, acute erythremia and erythroleukemia; and 208.01 unspecified cell type) patients who have a high probability of relapse and who have no human leucocyte antigens (HLA)-matched;

o
Resistant non-Hodgkin's lymphomas (ICD-9-CM codes 200.00-200.08, 200.10-200.18, 200.20-200.28, 200.80-200.88, 202.00-202.08, 202.80-202.88, and 202.90-202.98) or those presenting with poor prognostic features following an initial response;

o
Recurrent or refractory neuroblastoma (see ICD-9-CM Neoplasm by site, malignant); or
o
Advanced Hodgkin's disease (ICD-9-CM codes 201.00-201.98) patients who have failed conventional therapy and have no HLA-matched donor.

2.
Effective for services performed on or after 10/01/00:




o
Multiple myeloma (ICD-9-CM code 203.00 and 238.6), for beneficiaries less than age 78, who have Durie-Salmon stage II or III newly diagnosed or responsive multiple myeloma and adequate cardiac, renal, pulmonary and hepatic functioning. Multiple rounds of autologous stem cell transplantation (known as tandem transplantation) will, however, remain non-covered.
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o
Primary amyloidosis (ICD-9-CM code 277.3), for beneficiaries under the age of 64, coverage is at the intermediary’s discretion.


C.
Noncovered Conditions.--Insufficient data exist to establish definite conclusions regarding the efficacy of autologous stem cell transplantation for the following conditions: 



o
Acute leukemia not in remission (ICD-9-CM codes 204.00, 205.00, 206.00, 207.00 and 208.00);



o
Chronic granulocytic leukemia (ICD-9-CM codes 205.10 and 205.11); 



o
Solid tumors (other than neuroblastoma) (ICD-9-CM codes 140.0‑l99.1);



o
Multiple myeloma (ICD-9-CM code 203.00 and 238.6), through 9/30/00



o
Tandem transplantation (multiple rounds of autologous stem cell transplantation) for patients with multiple myeloma (ICD-9-CM code 203.00 and 238.6)



o
Non-primary (AL) amyloidosis (ICD-9-CM code 277.3), effective 10/01/00; or



o
Primary (AL) amyloidosis (ICD-9-CM code 277.3) for Medicare beneficiaries age 64 or older, effective 10/01/00.
NOTE:
Coverage for conditions other than these specifically designated as covered or noncovered in this section or §35-30.1 of the CIM is left to the intermediary’s discretion.

D.
Billing for Autologous Stem Cell Transplants.--Since there are no covered acquisition charges for autologous stem cell transplants, all charges are shown in the usual manner.  Charges for the transplant itself are shown in revenue center code 362 or other appropriate cost center.
3614.3
Acquisition Costs.--Stem cell acquisition charges are identified separately in FL 42 of Form HCFA-1450 by using revenue codes 819 (Other Organ Acquisition) and/or 891 (Other Donor Bank, Bone).  Do not make separate payment for these acquisition charges as payment is included in the DRG payment.

For allogeneic stem cell transplants (procedure codes 41.02, 41.03, 41.05, or 41.08), where interim bills are submitted, the acquisition charge appears on the billing form for the period during which the transplant took place.  Since claims for stem cell transplants are paid using PPS, process an adjustment bill to recover payment if you have already paid the interim bill.  Where no interim bills are involved, all charges appear on the transplant bill.  

The transplant hospital keeps an itemized statement that identifies the services furnished, the charges, the person receiving the service (donor/recipient), and whether this is a potential transplant donor or recipient.  These charges are reflected in the transplant hospital's stem cell/bone marrow acquisition cost center.  Include charges for all services required in acquisition of stem cells, i.e., tissue typing and post-operative evaluation, in revenue codes 819 and 891.

For allogeneic stem cell transplants (procedure codes 41.02, 41.03, 41.05, or 41.08), charges for acquisition and any applicable storage charges will appear on the recipient's transplant bill.  Acquisition charges do not apply to autologous stem cell acquisitions.  The charges, cost report days, and utilization days for the stay in which the stem cells were obtained are reported on the transplant bill.

3614.4
Notifying Carriers.--Carriers will automatically be notified via a CWF trailer.
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3615.
 LIVER TRANSPLANTS


A.
Background.--For Medicare coverage purposes, liver transplants are considered medically reasonable and necessary for specified conditions when performed in facilities that meet specific criteria.  


B.
Bill Review Procedures.--Take the following actions to process liver transplant bills.  Modify the MCE and Grouper interface program to handle the processing or process manually.


1.
Operative Report.--Require the operative report with all claims for liver transplants, or send a development request to the hospital for each liver transplant with a diagnosis code for a covered condition.


2.
Change MCE Interface.--The MCE creates an exception for procedure codes 50.51 and 50.59 (liver transplant).  Both liver transplant procedures edit out as noncovered procedures.  Ensure that one of the covered conditions is present in the claim. 


NOTE:
Some non-covered conditions are included in the covered diagnostic codes.  (The diagnostic codes are broader than the covered conditions.  For example, primary biliary cirrhosis is a covered condition, secondary biliary cirrhosis is not a covered condition.  Both primary and secondary biliary cirrhosis have the same diagnosis code ICD 9 571.6) Do not pay for noncovered conditions.


We recommend that you automate the diagnostic review for liver transplants and suggest that the MCE interface is the best place to do this.  Where one of these procedure codes is identified by the MCE, check the provider number and effective date to determine if the provider is an approved liver transplant facility.  Check the effective date of Medicare approval.  Suspend the claim for clerical review of the operative report to determine that the beneficiary has at least one of the covered conditions when the diagnosis code is for a covered condition.  If coverage of the claim cannot be determined at the clerical level, send the claim to medical review for a definitive coverage decision. If payment is appropriate (i.e., the facility is approved, the service is furnished on or after the approval date, and the beneficiary has a covered condition), override the noncovered procedure edit and send the claim to Grouper and Pricer.


If none of the diagnoses codes are for a covered condition, or if the provider is not an approved liver transplant facility, deny the claim.


3.
Grouper.--If the bill shows a discharge date before March 8, 1990, the procedure is not covered.  If the discharge date is March 8, 1990 or later, process the bill through Grouper and Pricer.  If the discharge date is after March 7, 1990, and before October 1, 1990, DRG 191 or 192 is assigned by Grouper.  Send the bill to Pricer with review code 08.  Pricer overlays DRG 191 or 192 with DRG 480 and the weights and threshholds for DRG 480 to price the bill.  If the discharge date is after September 30, 1990, DRG 480 is assigned by Grouper and Pricer is able to price without using review code 08.
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4.
Handling Liver Transplant Billing From Non-approved Hospitals.--Where a liver transplant and covered services are provided by a non-approved hospital, the bill data processed through Grouper and Pricer must exclude transplant procedure codes and related charges.  (See §3656.1.)


When HCFA approves a hospital to furnish liver transplant services, it informs the hospital of the effective date in the approval letter.  Expect to receive a copy of the letter.


3615.1
Standard Liver Acquisition Charge.--Each transplant facility must develop a standard charge for acquiring a cadaver liver from costs expected to be incurred in the acquisition of livers.


This standard charge is not a charge that represents the acquisition cost of a specific liver.  Rather, it is a charge that reflects the average cost associated with a liver acquisition.


3615.2
Billing for Liver Transplant and Acquisition Services.--Form HCFA-1450 is completed, in accordance with §3604, for the beneficiary who receives a covered liver transplant.  Applicable standard liver acquisition charges are identified separately in FL 42 by revenue code 817 (Donor-Liver).  Where interim bills are submitted, the standard acquisition charge appears on the billing form for the period during which the transplant took place.  This charge is in addition to the hospital's charge for services furnished directly to the Medicare recipient.


Deduct liver acquisition charges for PPS hospitals prior to processing through Pricer.  Costs of liver acquisition incurred by approved liver transplant facilities are not included in prospective payment DRG 480 (Liver Transplant).  They are paid on a reasonable cost basis.  This item is a "pass-through" cost for which interim payments are made.  (See Provider Reimbursement Manual, Part 1, §2802 B.8.)  Include liver acquisition charges under revenue code 817 in the HUIP record that you send to CWF and the PRO.


3615.3
Charges for Liver Acquisition Services.--Services associated with liver acquisition (see §§3178-3179.9) are billed from the organ procurement organization or, in some cases, the excising hospital to the transplant hospital.  The excising hospital does not submit a billing form to you.  The transplant hospital keeps an itemized statement that identifies the services furnished, the charges, the person receiving the service (donor/recipient), and the potential transplant donor.  These charges are reflected in the transplant hospital's liver acquisition cost center and are used in determining the hospital's standard charge for acquiring a cadaver's liver.  The standard charge is not a charge representing the acquisition cost of a specific liver.  Rather, it is a charge that reflects the average cost associated with liver acquisition.  Also, it is an all-inclusive charge for all services required in acquisition of a liver, e.g., tissue typing, transportation of organ, and surgeons retrieval fees.
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3615.4
Notifying Carriers.--To inform carriers when immunosuppressive drugs are payable, make an extra copy of the Medicare Benefit Notice (HCFA-1533) that gives the date of discharge for liver transplants.  Send the copy to the carrier specializing in immunosuppressive drug payment.


If the beneficiary lives west of

Trans America Occidental

the Mississippi or in Minnesota

  Life Insurance Company

send the copy to:

Medicare Immuno Drug Claim

P.O. Box 60848 

Terminal Annex

Los Angeles, CA  90060


If the beneficiary lives east

Blue Cross and Blue Shield

of the Mississippi, excluding

  of South Carolina

Minnesota, send the copy to:

Immunosuppressive Drug Unit

Pen Claims

P.O. Box 102401

Columbia, SC  29224


See §3718.1 for message about immunosuppressive drug payment to include in the notice.
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3615.5
 List of Approved Liver Transplant Centers.  The following hospitals have been approved for coverage of Medicare adult liver transplants.



Name and Address
Effective Date


University of Michigan
March 8, 1990

300 North Ingalls, NI4A04

Ann Arbor, Michigan 48109-0472


University of Wisconsin Hospitals & Clinics
March 8, 1990

600 Highland Avenue

Madison, Wisconsin 53792


University of Nebraska Medical Center
March 8, 1990

600 South 42nd Street

Omaha, Nebraska 68198-4095


University of California, Los Angeles 

   Medical Center (UCLA)
March 8, 1990

10833 Le Conte Avenue

Los Angeles, California 90024


California-Pacific Medical Center
December 26, 1990

Clay at Buchanan Streets

San Francisco, California 94120


University of California, San Francisco
August 20, 1990

505 Parnassus Avenue

San Francisco, California 94143-0828


University of Pittsburgh Medical Center
March 8, 1990

3811 O'Hara Street

Pittsburgh, Pennsylvania 15213-2593


Rush-Presbyterian-St. Luke's Medical Center
April 30, 1991

1653 West Congress Parkway

Chicago, Illinois 60612-3846


Baylor University Medical Center
July 11, 1991

3500 Gaston Avenue

Dallas, Texas 75246


Emory University Hospital
March 8, 1990

1364 Clifton Road

Atlanta, Georgia 30322


Mayo Clinic
March 8, 1990

200 First Street, SW

Rochester, Minnesota 55905


The Johns Hopkins Hospital
March 8, 1990

600 North Wolfe Street

Baltimore, Maryland 21205
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Ohio State University Hospitals
June 25, 1991

450 West 10th Street

Columbus, Ohio 43210-1228


Massachusetts General Hospital
March 8, 1990

Boston, Massachusetts 02114


New England Medical Center Hospitals
March 8, 1990

750 Washington Street

Boston, Massachusetts 02111


New England Deaconess Hospital
May 21, 1990

185 Pilgrim Road

Boston, Massachusetts 02215


University Hospital
March 8, 1990

4200 East Ninth Avenue

Denver, Colorado 80262


Cedars-Sinai Medical Center
February 14, 1992

8700 Beverly Boulevard

Los Angeles, California 90048-1869


Ochsner Foundation Hospital
March 8, 1990

1514 Jefferson Highway

New Orleans, Louisiana 70121


The Mt. Sinai Medical Center
March 8, 1990

One Gustave L. Levy Place

New York, New York 10029-6574


University of Alabama/Birmingham
May 1, 1991

Birmingham University Station

Birmingham, Alabama 35294


Barnes Hospital at Washington University
March 8, 1990

One Barnes Hospital Plaza

St. Louis, Missouri 63110


University of Minnesota Hospitals & Clinics
March 8, 1990

Harvard Street at East River Road

Minneapolis, Minnesota 55455


Thomas Jefferson University Hospital
March 8, 1990

111 South 11th Street

Philadelphia, Pennsylvania 19107


University of Washington Medical Center
May 19, 1992

1959 N.E. Pacific Street, RC-43

Seattle, Washington 98195


University of Chicago Hospitals
March 8, 1990

5841 South Maryland Avenue

Chicago, Illinois 60637


Indiana University Medical Center
July 12, 1991

926 W. Michigan Street

Indianapolis, Indiana 46202
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Cleveland Clinic Foundation
October 14, 1992

9500 Euclid Avenue

Cleveland, Ohio 44195


University Hospitals of Cleveland
December 7, 1992

2074 Abington Road

Cleveland, Ohio 44106


University of Virginia Medical Center
December 7, 1992

Jefferson Park Avenue

Charlottesville, Virginia 22908


Methodist Hospital of Indiana
March 11, 1993

1500 Stadium Drive

Indianapolis, Indiana 46202


Latter-Day Saints Hospital
April 19, 1993

Eighth Avenue and C Street

Salt Lake City, Utah 84143


University Hospital
August 5, 1993

University of Medicine and Dentistry

   of New Jersey

150 Bergen Street

Newark, New Jersey 07103-2406


Oregon Health Sciences University
November 17, 1993

3181 S.W. Sam Jackson Part Road

Portland, Oregon 97102-3098


Medical University of South Carolina
January 4, 1994

171 Ashley Avenue

Charleston, South Carolina 29425


New York University Medical Center
February 18, 1994

560 First Avenue

New York, New York 10016
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3615.6 
Pancreas Transplants.--

A.
Background.--Effective July 1, 1999, Medicare will cover pancreas transplantation when it is performed simultaneously with or following a kidney transplant (ICD-9-CM procedure code 55.69).  Pancreas transplantation is performed to induce an insulin independent, euglycemic state in diabetic patients.  The procedure is generally limited to those patients with severe secondary complications of diabetes including kidney failure.  However, pancreas transplantation is sometimes performed on patients with labile diabetes and hypoglycemic unawareness.

Medicare has had a policy of not covering pancreas transplantation.  The Office of Health Technology Assessment performed an assessment on pancreas-kidney transplantation in 1994.  They found reasonable graft survival outcomes for patients receiving either simultaneous pancreas-kidney (SPK) transplantation or pancreas after kidney (PAK) transplantation.

B.
Billing for Pancreas Transplants.--There are no special provisions related to managed care participants.  Managed care plans are required to provide all Medicare covered services.  Medicare does not restrict which hospitals or physicians may perform pancreas transplantation.

The transplant procedure and revenue code 360 for the operating room are paid under these codes. Procedures must be reported using the current ICD-9-CM procedure codes for pancreas and kidney transplants. Providers must place at least one of the following transplant procedure codes on the claim:
52.80
Transplant of pancreas

52.82 
Homotransplant of pancreas

The Medicare Code Editor (MCE) will be updated to include 52.80 and 52.82 as covered procedures.  (Effective October 1, 2000, ICD-9-CM code 52.83 will be moved in the MCE to non-covered.  Override any deny edit on claims that come in with 52.82 prior to October 1, 2000 and adjust, as 52.82 is the correct code.)

If the discharge date is July 1, 1999 or later, process the bill through Grouper and Pricer.  

Pancreas transplantation is reasonable and necessary for the following diagnosis codes.  However, since this is not an all-inclusive list, you are permitted to determine if any additional diagnosis codes will be covered for this procedure. 



o
Diabetes Diagnosis Codes

250.00 
Diabetes mellitus without mention of complication, type II (non-insulin dependent) 
(NIDDM) (adult onset) or unspecified type, not stated as uncontrolled.

250.01 
Diabetes mellitus without mention of complication, type I (insulin dependent) 

(IDDM) (juvenile), not stated as uncontrolled.

250.02 
Diabetes mellitus without mention of complication, type II (non-insulin dependent) 
(NIDDM) (adult onset) or unspecified type, uncontrolled.

250.03 
Diabetes mellitus without mention of complication, type I (insulin dependent) 

(IDDM) (juvenile), uncontrolled.
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250.1X  
Diabetes with ketoacidosis

250.2X  
Diabetes with hyperosmolarity

250.3X  
Diabetes with coma

250.4X  
Diabetes with renal manifestations

250.5X  
Diabetes with ophthalmic manifestations

250.6X  
Diabetes with neurological manifestations

250.7X  
Diabetes with peripheral circulatory disorders

250.8X  
Diabetes with other specified manifestations

250.9X  
Diabetes with unspecified complication

NOTE: 
X=0-3

o
Hypertensive Renal Diagnosis Codes:

403.01
Malignant hypertensive renal disease, with renal failure

403.11
Benign hypertensive renal disease, with renal failure

403.91
Unspecified hypertensive renal disease, with renal failure

404.02
Malignant hypertensive heart and renal disease, with renal failure

404.03
Malignant hypertensive heart and renal disease, with congestive heart failure or renal failure

404.12
Benign hypertensive heart and renal disease, with renal failure

404.13
Benign hypertensive heart and renal disease, with congestive heart failure or renal failure

404.92
Unspecified hypertensive heart and renal disease, with renal failure

404.93
Unspecified hypertensive heart and renal disease, with congestive heart failure or renal failure

o
Chronic Renal Failure Code:

585

NOTE:
If a patient had a kidney transplant that was successful, the patient no longer has chronic 

kidney failure, therefore it would be inappropriate for the provider to bill 585 on such a 

patient.  In these cases one of the following V-codes should be present on the claim or in 

the beneficiary’s history.

Use the following V-codes only when a kidney transplant was performed before the pancreas transplant:

V42.0
Organ or tissue replaced by transplant kidney

V43.89
Organ tissue replaced by other means, kidney or pancreas

NOTE:
If a kidney and pancreas transplants are performed simultaneously, the claim should contain a diabetes diagnosis code and a renal failure code or one of the hypertensive renal failure diagnosis codes.  The claim should also contain two transplant procedure codes. If the claim is for a pancreas transplant only, the claim should contain a diabetes diagnosis
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code and a V-code to indicate a previous kidney transplant.  If the V-code is not on the claim for the pancreas transplant, search the beneficiary’s claim history for a V-code.
C.
Drugs.--If the pancreas transplant occurs after the kidney transplant, immunosuppressive therapy will begin with the date of discharge from the inpatient stay for the pancreas transplant.

D.
Charges for Pancreas Acquisition Services.--A separate organ acquisition cost center has been established for pancreas transplantation.  The Medicare cost report will include a separate line to account for pancreas transplantation costs.  The Code of Federal Regulations (CFR), §412.2(e)(4) was changed to include pancreas in the list of organ acquisition costs that are paid on a reasonable cost basis.

Acquisition costs for pancreas transplantation as well as kidney transplants will occur in Revenue Center 81X.  Override any claims that suspend due to repetition of revenue code 81X on the same claim if the patient had a simultaneous kidney/pancreas transplant.  Pay for acquisition costs for both kidney and pancreas organs if transplants are performed simultaneously.  Do not pay for more than two organ acquisitions on the same claim.

E.
Medicare Summary Notices (MSN), Explanation of Your Medicare Benefits (EOMB), and Remittance Advice Messages.--If a claim for simultaneous pancreas kidney transplantation or pancreas transplantation following a kidney transplant is submitted to you and is missing one of the appropriate diagnosis/procedure codes, deny the claim and use the following EOMB notice or MSN:


o
EOMB 16.79, “Medicare does not pay separately for this service.  You do not have to pay this amount.”


o
MSN 16.32, “Medicare does not pay separately for this service.”

Use the following Remittance Advice Message:



o
Claim adjustment reason code B15, “Claim/service denied/reduced because this procedure or service is not paid separately.”

If a claim is denied because no evidence of a prior kidney transplant is presented, use the following EOMB/MSN message:


o
EOMB 15.9, “The information we have in your case does not support the need for this service.”


o
MSN 15.4, “The information provided does not support the need for this service or item.”

Use the following Remittance Advice Message:


o
Claim adjustment reason code 50, “These are non-covered services because they are not deemed medically necessary by the payer.”

To further clarify the situation, the intermediary should also use new claim level remark code MA 126, “Pancreas transplant not covered unless kidney transplant performed.”
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3615.7
Intestinal and Multi-Visceral Transplants.--


A.
Background.--Effective for services on or after April 1, 2001, Medicare covers intestinal and multi-visceral transplantation for the purpose of restoring intestinal function in patients with irreversible intestinal failure.  Intestinal failure is defined as the loss of absorptive capacity of the small bowel secondary to severe primary gastrointestinal disease or surgically induced short bowel syndrome.  Intestinal failure prevents oral nutrition and may be associated with both mortality and profound morbidity.  Multi-Visceral transplantation includes organs in the digestive system (stomach, duodenum, liver, and intestine).  See the Coverage Issues Manual §35-103 for further information.


B.
Approved Transplant Facilities.--Medicare will cover intestinal transplantation if performed in an approved facility.  The approved facilities are located at http://cms.hhs.gov/providers/transplant/default.asp.

C.
Billing.--ICD-9-CM procedure code 46.97 is effective for discharges on or after April 1, 2001.  The Medicare Code Editor (MCE) lists this code as a non-covered procedure with no exceptions.  You are to override the MCE when this procedure code is listed and the coverage criteria are met in an approved transplant facility.


We recommend that you automate the diagnostic review for intestinal transplants and suggest that the MCE interface is the best place to do this.  Where the procedure code is identified by the MCE, check the provider number and effective date to determine if the provider is an approved intestinal transplant facility.  Check the effective date for Medicare approval.  Suspend the claim for clerical review of the operative report to determine that the beneficiary has at least one of the covered conditions listed when the diagnosis code is for a covered condition.  This review is not part of your medical review workload.  Instead you should complete this review as part of your claims processing workload.


Charges for ICD-9-CM procedure code 46.97 should be billed under revenue code 360, Operating Room Services.


For discharge dates on or after October 1, 2001, acquisition charges are billed under revenue code 81X, Organ Acquisition.  For discharge dates between April 1, 2001 and September 30, 2001, hospitals were to report the acquisition charges on the claim, but there was no interim pass-through payment made for these costs.


Bill the procedure used to obtain the donor's organ on the same claim, using appropriate ICD-9-CM procedure codes.


The 11X bill type should be used when billing for intestinal transplants.


Immunosuppressive therapy for intestinal transplantation is covered and should be billed consistent with other organ transplants under the current rules.


There is no specific ICD-9-CM diagnosis code for intestinal failure.  Diagnosis codes exist to capture the causes of intestinal failure.  Some examples of intestinal failure include, but are not limited to: 


· Volvulus 560.2, 


· Volvulus gastroschisis 756.79, other [congenital] anomalies of abdominal wall,


· Volvulus gastroschisis 569.89, other specified disorders of intestine, 
	6-136.12D
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· Necrotizing enterocolitis 777.5, necrotizing enterocolitis in fetus or newborn,


· Necrotizing enterocolitis 014.8, other tuberculosis of intestines, peritoneum, and mesenteric, 


· Necrotizing enterocolitis and splanchnic vascular thrombosis 557.0, acute vascular insufficiency of intestine, 


· Inflammatory bowel disease 569.9, unspecified disorder of intestine,


· Radiation enteritis 777.5, necrotizing enterocolitis in fetus or newborn, and 


· Radiation enteritis 558.1.


D.
Acquisition Costs.--A separate organ acquisition cost center was established for acquisition costs incurred on or after October 1, 2001.  The Medicare Cost Report will include a separate line to account for these transplantation costs.  For intestinal and multi-visceral transplants performed between April 1, 2001 and October 1, 2001, the DRG payment was payment in full for all hospital services related to this procedure.



E.
Medicare Summary Notices (MSN), Remittance Advice Messages, and Notice of Utilization Notices (NOU).--If an intestinal transplant is billed by an unapproved facility after April 1, 2001, deny the claim and use MSN message 21.6, “This item or service is not covered when performed, referred, or ordered by this provider;” 21.18, “This item or service is not covered when performed or ordered by this provider;” or, 16.2, “This service cannot be paid when provided in this location/facility;” or NOU message 16.99, "This service cannot be paid when provided in this location/facility;" and Remittance Advice Message, Claim Adjustment Reason Code 52, “The referring/prescribing/rendering provider is not eligible to refer/prescribe/order/perform the service billed."
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PROSTATE CANCER SCREENING TESTS AND PROCEDURES

A.
Coverage Requirements.--Section 4103 of the Balanced Budget Act of 1997 provides for coverage of certain prostate cancer screening tests subject to certain coverage, frequency, and payment limitations.  Effective for services furnished on or after January 1, 2000, Medicare will cover prostate cancer screening tests/procedures for the early detection of prostate cancer.  Coverage of prostate cancer screening tests includes the following procedures furnished to an individual for the early detection of prostate cancer:

o
Screening digital rectal examination. 

o
Screening prostate specific antigen (PSA) blood test. 

1.
Screening digital rectal examinations are covered at a frequency of once every 12 months for men who have attained age 50 (i.e., starting at least one day after they have attained age 50), if at least 11 months have passed following the month in which the last Medicare-covered screening digital rectal examination was performed.  Screening digital rectal examination means  a clinical examination of an individual’s prostate for nodules or other abnormalities of the prostate.  This screening must be performed by a doctor of medicine or osteopathy (as defined in §186l (r)(1) of the Act), or by a physician assistant, nurse practitioner, clinical nurse specialist, or by a certified nurse mid-wife (as defined in §1861(aa) and §1861(gg) of the Act),  who is authorized under State law to perform the examination, fully knowledgeable about the beneficiary, and would be responsible for explaining the results of the examination to the beneficiary.


2.
Screening PSA tests are covered at a frequency of once every 12 months for men who have attained age 50 (i.e., starting at least one day after they have attained age 50), if at least 11 months have passed following the month in which the last Medicare-covered screening prostate specific antigen test was performed.  Screening PSA is a test that measures the level of prostate specific antigen in an individual’s blood.  This screening must be ordered by the beneficiary’s physician or by the beneficiary’s physician assistant, nurse practitioner, clinical nurse specialist, or certified nurse midwife (the term “physician” is defined in §1861 (r)(1) of the Act to mean a doctor of medicine or osteopathy and the terms “physician assistant, nurse practitioner, clinical nurse specialist, or certified nurse midwife” are defined in §1861 (aa) and §1861 (gg) of the Act) who is fully knowledgeable about the beneficiary, and who would be responsible for explaining the results of the test to the beneficiary.

B.
Billing Requirements.--Follow the general bill review instructions in §3604 of the Medicare Intermediary Manual, Part 3.  The provider will bill on Form HCFA-1450 or electronic equivalent.  The appropriate bill types are 12X, 13X, 14X, 22X, 23X, 71X, 73X, 75X, and 85X.  

The following HCPCS and revenue codes should be used for prostate screening:

o
G0102 - Use revenue code 770, prostate cancer screening; digital rectal examination. 

o
G0l03 - Use revenue code 30x, prostate cancer screening; prostate specific antigen testing.
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C.
Payment Requirements Intermediaries.--

o
G0102 - digital rectal examination - Deductible and coinsurance apply.  Payment varies depending on the facility providing the service as follows:

12X = Outpatient Prospective Payment System

13X = Outpatient Prospective Payment System

14X = Outpatient Prospective Payment System

22X = Reasonable Cost

23X = Reasonable Cost

71X = All Inclusive Rate

73X = All Inclusive Rate

75X = Medicare Physician Fee Schedule

85X = Cost (Payment should be consistent with amounts you pay for code 84153 or code 86316.)

o
G0103 - antigen test - pay under the clinical diagnostic lab fee schedule. Use CPT code 99211 as a guide.  Deductible and coinsurance apply.
D.
Calculating Frequency.--To determine the 11 month period, start the count beginning with the month after the month in which a previous test/procedure was performed.

EXAMPLE:
The beneficiary received a screening prostate specific antigen test in January 2000.  Start  your count beginning February 2000.  The beneficiary is eligible to receive another screening prostate specific antigen test in January 2001 (the month after 11 months have passed).

E.
Common Working File (CWF) Edits.--Beginning October 1, 2000, CWF edits will be implemented for dates of service January 1, 2000, and later, for prostate cancer screening tests and procedures.  CWF will edit for:

1.  Age

2.  Frequency

3.  Sex

4.  Valid HCPCS code
 

F.
Medicare Summary Notice (MSN) and Explanation of Your Medicare Benefits (EOMB) Messages.--If a claim for screening prostate specific antigen test or a screening digital rectal examination is being denied because of the age of the beneficiary, state on the MSN or EOMB the following message:

“ This service is not covered for beneficiaries under 50 years of age.”  (MSN Message 18-13, EOMB Message 18-22)

If the claim for screening prostate specific antigen test or screening digital rectal examination is being denied because the time period between the same test or procedure has not passed, state on the MSN or EOMB the following message:

“Service is being denied because it has not been 12 months since your last test/procedure) of this kind.”  (MSN Message 18-14, EOMB Message 18-23)

Este servicio está siendo denegado ya que no han transcurrido (12, 24, 48) meses desde el último (examen/procedimiento) de esta clase.
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G.
Remittance Advice Notices.--If the claim for a screening prostate antigen test or screening digital rectal examination is being denied because the patient is under 50 years of age, use existing American National Standard Institute (ANSI) X12-835 claim adjustment reason code 6 “the procedure code is inconsistent with the patient’s age”, at the line level along with line level remark code M140 “Service is not covered until after the patient’s 50th birthday, i.c., no coverage prior to the day after the 50th birthday.”

If the claim for a screening prostate specific antigen test or screening digital rectal examination is being denied because the time period between the test/procedure has not passed, use existing ANSI X12-835 claim adjustment reason code 119 “Benefit maximum for this time period has been reached” at the line level.
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3617.
CRYOSURGERY OF THE PROSTATE GLAND



A.
Coverage Requirements.--Medicare will cover cryosurgery of the prostate gland effective for claims with dates of service on or after July 1, 1999.  The coverage is for:




1.
 Primary treatment of patients with clinically localized prostate cancer, Stages 

T1-T3 (diagnosis code is 185 - malignant neoplasm of prostate).  Cryosurgery of the prostate gland, also known as cryosurgical ablation of the prostate (CAP), destroys prostate tissue by applying extremely cold temperatures in order to reduce the size of the prostate gland (procedure code 60.62 - perineal prostatectomy (the definition includes cryoablation of prostate, cryostatectomy of prostate, and radical cryosurgical ablation of prostate).


Claims for cryosurgery of the prostate gland should meet the requirements that the cryosurgery be performed only as a primary treatment for patients with clinically localized prostate cancer, stages T1-T3.




2.
Salvage therapy (effective for claims with dates of service on or after July 1, 2001 for patients:




a.
Having recurrent, localized prostate cancer;




b.
Failing a trial of radiation therapy as their primary treatment; and





c.
Meeting one of these conditions:  State T2B or below; Gleason score less 

than 9;  PSA less than 8 ng/ml.


For more information regarding coverage, refer to §35-96 of the Medicare Coverage Issues Manual.



B.
Billing Requirements.--Claims for cryosurgery for the prostate gland are to be submitted on the Form HCFA-1450 or electronic equivalent.  Follow the instructions in §3604 of the Medicare Intermediary Manual, Part 3.  This procedure can be rendered in an inpatient or outpatient hospital setting (bill types 12x, 13x, 83x, and 85x.)


The following CPT code and revenue code should be used to indicate that the procedure was rendered:




o
55873 - revenue code 34x,  Cryosurgical ablation of localized prostate cancer, stages T1-T3  (includes ultrasonic guidance for interstitial cryosurgical probe placement, postoperative irrigations and aspiration of sloughing tissue included).


Diagnosis Code 185 and procedure code 60.62 must also be on the claim.



C.
Payment Requirements.--Pay for this service as a primary treatment  for patients with clinically localized prostate cancer, Stages T1-T3.  The ultrasonic guidance associated with this procedure will not be paid for separately.  When one provider has furnished the cryosurgical ablation and another the ultrasonic guidance, the provider of the ultrasonic guidance must seek compensation from the provider of the cryosurgical ablation. 

Effective July 1, 2001, cryosurgery performed as salvage therapy will be paid only according to the  coverage requirements described in paragraph A.


Pay for these services on a reasonable cost basis.  Deductible and coinsurance applies.
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3618.
PAYMENTS OF NONPHYSICIAN SERVICES HOSPITALS OBTAIN FOR HOSPITAL INPATIENTS

A.
Services Included in PPS Payment.--The following medical items, supplies, and services furnished to hospital inpatients are covered as hospital services under Part A. Consequently, they are covered by the prospective payment rate or reimbursed as reasonable costs under Part A for hospitals excluded from prospective payment.

o
Laboratory services (excluding anatomic pathology services);

o
Pacemakers and other prosthetic devices including lenses, and artificial limbs, knees, and hips;

o
Radiology services, including computed tomography (CT) scans furnished to inpatients by a physician's office, other hospital or radiology clinic; and

o
Total parenteral nutrition (TPN) services.

o
Transportation including transportation by ambulance to and from another hospital or freestanding facility to receive specialized diagnostic or therapeutic services not available at the facility where the patient is an inpatient.  Hospitals include the cost of these services in the appropriate ancillary service cost center, i.e., in the cost of the diagnostic or therapeutic service.  They are not shown separately under revenue code 540.

Exceptions
o
Pneumococcal Vaccine
Pneumococcal vaccine is payable under Part B only and is billed by 


the hospital on the HCFA-1450.

o
Ambulance Service Other Than That Described in §3660.1
For purposes of this section "hospital inpatient" means a beneficiary who has been formally admitted.  It does not include a beneficiary who is in the process of being transferred from one hospital to another.  Where the patient is transferred from one hospital to another, and is admitted as an inpatient to the second, the ambulance service is payable only under Part B. If transportation is by a hospital owned and operated ambulance, the hospital bills separately on form HCFA-1450.  Similarly, if the hospital arranges for transportation with an ambulance operator, including paying the ambulance operator, it bills separately.  However, if the hospital does not assume any financial responsibility, the billing is to the carrier by the ambulance operator or beneficiary, as appropriate.
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o
Anesthetist Services "Incident to" Physician Services
If a physician's practice was to employ anesthetists and to bill on a reasonable charge basis for these services and that practice was in effect as of the last day of a hospital's most recent 12 month cost reporting period ending before September 30, 1983, the physician may continue that practice through cost reporting periods beginning October 1, 1984.  However, if the physician chooses to continue this practice, the hospital may not add the costs of the anesthetists' service to its base period costs for purposes of determining the hospital specific portion of its transition payment rates.

o
Part B Inpatient Services
Where Part A benefits are not payable, payment may be made to the

hospital under Part B for certain medical and other health services.

Carriers are responsible for ensuring that they do not pay for nonphysician services provided to hospital inpatients.  This requires coordination and data exchange between you and carriers.  Send the carrier a duplicate of the PROBILL record that you furnish the PRO.  (See §3770.1.)  Furnish the carrier a record file with the same frequency with which you furnish the PROBILL file to the PRO. The carrier will process this in accordance with §3672.

B.
Exception/Waiver.--The provisions of "A" above may be waived until cost reporting periods beginning on or after October 1, 1986, if the criteria contained in §2804 of the Provider Reimbursement Manual (HCFA Pub. 15-1) are met.  Hospitals that believe they qualify for a waiver apply to the RO through you. Under prospective payment, approved waivers require you to deduct the Part B reasonable charges for services furnished by the outside suppliers from payments made to a PPS hospital.

C.
Waiver is Approved for PPS Hospitals.--Carriers will notify you of claim payments so that an appropriate adjustment can be made to the Part A reimbursement. They provide the following information:

o
Beneficiary's HICN

o
Name

o
Sex

o
Hospital Provider Number

o
Supplier ID Number

o
Type and dates of service

o
Amount allowed before application of deductible and coinsurance

Work out the specific format with the carriers.  Use the information they provide to deduct the appropriate payment amount from a future payment to the hospital.  It is not necessary to adjust the individual DRG payment, whether already made or not.  However, make such deductions within 30 days of receipt of the carrier's notification.  If the hospital contests the deduction, determine whether the deduction is appropriate, and if not, inform the carrier to recover its overpayment and to educate the supplier.
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3619.
DIABETES OUTPATIENT SELF-MANAGEMENT TRAINING SERVICES

A.
Coverage Requirements.--Section 4105 of the Balanced Budget Act of 1997 permits Medicare coverage of diabetes outpatient self-management training services when these services are furnished by a certified provider who meets certain quality standards. This program is intended to educate beneficiaries in the successful self-management of diabetes.  The program includes instructions in self-monitoring of  blood glucose; education about diet and exercise; an insulin treatment plan developed specifically for the patient who is insulin-dependent; and motivation for patients to use the skills for self-management.

Diabetes outpatient self-management training services may be covered by Medicare only if the physician or qualified non-physician practitioner who is managing the beneficiary’s diabetic condition certifies that such services are needed.  Services must be provided under a comprehensive plan of care related to the beneficiary’s diabetic condition, to ensure the beneficiary’s compliance with the therapy, or to provide the individual with necessary skills and knowledge (including skills related to the self-administration of injectable drugs) in the management of the beneficiary’s conditions.  The training must be ordered by the physician or qualified nonphysician practitioner treating the beneficiary’s diabetes.  The referring physician or qualified non-physician practitioner must maintain the plan of care in the beneficiary’s medical record and documentation substantiating the need for training on an individual basis when group training is typically covered, if so ordered.  The order must also include a statement signed by the physician that the service is needed.  The provider of the service must maintain documentation in file that includes the original order from the physician and any special conditions noted by the physician.

When the training under the order is changed, the change must be signed by the physician or qualified nonphysician practitioner treating the beneficiary and maintained in the beneficiary’s file at the provider of the training.

Medicare Part B covers one course of initial training for a beneficiary who has one or more of the following medical conditions present within the 12-month period before the physician’s order for the training:




(1) New onset diabetes.

(2) Inadequate glycemic control as evidenced by a glycosylated hemoglobin (HbA1C) level

of 8.5 percent or more on two consecutive HbA1C determinations 3 or more months apart in the year before the beneficiary begins receiving training.

(3) A change in treatment regimen from no diabetes medications to any diabetes medication, 

or from oral diabetes medication to insulin.

(4) High risk for complications based on inadequate glycemic control (documented acute 

episodes of severe hyperglycemia occurring in the past year during which the beneficiary needed emergency room visits or hospitalization).

(5) High risk based on at least one of the following documented complications:

•
Lack of feeling in the foot or other foot complications such as foot ulcers, 

deformities, or amputation.
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•
Pre-proliferative or proliferative retinopathy or prior laser treatment of the eye.




•
Kidney complications related to diabetes, when manifested by albuminuria, without other cause, or elevated creatinine.


NOTE:
Beneficiaries with diabetes, becoming newly eligible for Medicare, can receive 



diabetes outpatient self-management training in this program. 


B.
Certified Providers.--The statute states that a “certified provider” is a physician or other individual or entity designated by the Secretary that, in addition to providing outpatient self-management training services, provides other items and services for which payment may be made under title XVIII, and meets certain quality standards.  HCFA is designating all providers and suppliers that bill Medicare for other individual services such as hospital outpatient departments, renal dialysis facilities, and durable medical equipment suppliers as certified.  HCFA will not reimburse services rendered to a beneficiary if they are:



.
An inpatient in a hospital or skilled nursing facility (SNF).


.
In hospice care.


.
A resident in a nursing home.


.
An outpatient in a rural health clinic (RHC) or federally qualified health center (FQHC).




All certified providers must be accredited as meeting quality standards by a HCFA approved national accreditation organization or during the first 18-months after the effective date of the final rule, may be recognized by the American Diabetes Association (ADA) as meeting the National Standards for Diabetes Self-Mangement Education as published in Diabetes Care, Volume 23 Number 5.


C. Frequency of Training.--


1.
Initial Training.--Medicare will cover initial training that meet the following conditions:



        .
Is furnished to a beneficiary who has not previously received initial training under 

      the G0108 or G0l09 code.


       .
Is furnished within a continuous 12-month period.


       .
Does not exceed a total of 10 hours.  The 10 hours of training can be done in any

combination of ½ hour increments.  They can be spread over the 12-month 

period or less.


       .
With the exception of 1 hour,  training is furnished in a group setting who need not

all be Medicare beneficiaries. 


       .
Is furnished in increments of no less than one-half hour.


       .
May include 1 hour of individual training:  One-half of this hour should  be used to

 assess the beneficiary and the remaining one-half should be used for insulin training.


EXCEPTION:
Medicare covers training on an individual basis for a Medicare beneficiary under any of the following conditions:


· No group session is available within 2 months of the date the training is ordered;
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-
The beneficiary’s physician (or qualified non-physician practitioner) documents in the beneficiary’s medical record that the beneficiary has special needs resulting from conditions, such as severe vision, hearing or language limitations, that will hinder effective participation in a group training session; or




-
 The physician orders additional insulin training.

2. Follow-up Training.--After receiving the initial training, Medicare covers follow-up training that meets the following conditions:




•
Consists of no more than 2 hours individual or group training for a beneficiary each year.

•
Group training consists of 2 to 20 individuals who need not all be Medicare 

beneficiaries.




NOTE:
If individual training has been provided to a Medicare beneficiary and subsequently you determine that training should have been provided in a group, downcoding the reimbursement from individual to the group level and provider education would be the appropriate actions instead of denying the service as billed.

•
Is furnished any time in a calendar year following a year in which the 

beneficiary completes the initial training.




•
Is furnished in increments of no less than one-half hour.

•
The physician (or qualified nonphysician practitioner) treating the beneficiary must document, in the referral for training and the beneficiary’s medical record, the specific medical condition that the follow-up training must address.

D.
Payment for Outpatient Diabetes Self-Management Training:--

Payment to providers for outpatient diabetes self-management training is based on rates established under the physician fee schedule. 

1. Payment may only be made to any provider that bills Medicare for other individual 

Medicare Services.

2. Payment may be made only for training sessions actually attended by the beneficiary and 

documented on attendance sheets.

3. Other conditions for fee-for-service payment.  The beneficiary must meet the following 

conditions if the provider is billing for initial training.


•
The beneficiary has not previously received initial training for which Medicare 

payment was made under this benefit.


•
The benefciary is not receiving services as an inpatient in a hospital, SNF, hospice, 

or nursing home.


•
The beneficiary is not receiving services as an outpatient in an RHC or FQHC.
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E.
Coding and Payment Requirements.--The provider bills for the diabetes outpatient self-management training services on the Form HCFA-1450 or its electronic equivalent.  The cost of the service is billed under revenue code 942 in FL 42 “Revenue Code.”  The provider will report HCPCS codes G0108 or G0109 in FL 44 “HCPCS/Rates”.  The definition of the HCPCS code used should be entered in FL 43 “Description”. 



G0108 – Diabetes outpatient self-management training services; individual session, per 



30 minutes of training.



G0109 – Diabetes outpatient self-management training services, group session (2 or 



more), per individual, per 30 minutes of training.


The actual payment amounts will vary among geographic areas to reflect differences in cost of 


NOTE:
All providers are eligible to receive retroactive payment for this service back to the later 



of February 27, 2001 or the date of recognition by the ADA. 


F.
Applicable Bill Types.--The appropriate bill types are 12x, 13x, 34x (can be billed if service is outside of the treatment plan), 72x, 74x, 75x, 83x, and 85x.
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