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3600.
GENERAL REQUIREMENTS

3600.1
Claims Processing Timeliness.--

A.
General.--Establish a control record for timely claims processing as described below.

1.
Payment Ceiling Standards.--Payment ceilings were implemented for clean claims received on or after April 1, 1987.  Pay or deny "clean" claims within the applicable number of days after the date of receipt as follows:

Time Period for Claims Received

Applicable Number (Calendar Days)

01-01-93 thru 09-30-93



24 for EMC & 27 for paper claims

10-01-93 and later




30

All claims (e.g., paid claims, partial and complete denials, no-payment claims), including PIP and EMCs, are subject to the above requirements.  (See §3600.1.A.3. for the definition of a clean claim.)

Start your count on the day after the receipt date except where you receive and deny the claim on the same day.  (In such cases, you have 1 day's processing time.)  End your count on the scheduled payment date.  For example, for claims received October 1, 1993, and later, if this span is 30 days or less, you met the requirement.

Pay interest on clean claims that are not paid within the applicable number of days.  The applicable number of days is also known as the payment ceiling.  For example, a hospital that submits a clean electronic claim on April 1, 1993, that is paid April 27, 1993 (the 26th day after the date of receipt or day 27), receives 2 days of interest.  A hospital that submits a clean paper claim on April 1, 1993, that is paid May 3 (the 32nd day after the date of receipt or day 33), receives 5 days of interest.

A hospital that submits a clean electronic claim on April 1, 1994, that is paid April 27, 1994, would not receive any interest since it is paid within the 30-day timeframe.  A hospital that submits a clean paper claim on March 1, 1994, that is paid April 6, 1994 (the 36th day after the date of receipt or day 37), receives 6 days of interest.

To calculate the processing time for a claim, subtract the Julian receipt date from the Julian date of scheduled payment.  When a scheduled payment date falls in the year following the year of receipt, add to the Julian date of payment 365 (366 if the year of receipt is a leap year).  If this span is equal to the applicable number of days or less, no interest is payable.

According to 42 CFR 409.43, RAPs submitted by home health agencies under the HH PPS are not Medicare claims as defined under the Social Security Act.  Since they are not considered claims, do not subject RAPs (records with type of bill 322 or 332 and dates of service on or after October 1, 2000) to payment ceiling standards and interest payment.

For purposes of the payment floors and ceilings:

o
An "electronic claim" is one that is submitted via central processing unit (CPU) to CPU transmission, tape, diskette, direct-data entry, direct wire, dial-in telephone, digital fax, or personal computer upload or download.  The term "digital fax" refers to a claim that arrives via fax but is never printed on paper.  Rather, the fax is encoded while still in electronic form (generally by an optical code reader [OCR]), and electronically entered into the claims processing system, eliminating manual data entry.  
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Beginning January 1, 1996, claims received via digital fax/OCR will no longer be counted or paid as EMC.  Beginning October 1, 1998, claims received via diskette, and touch-tone phone will no longer be counted or paid as EMC.  Publicize this in your next three scheduled provider bulletins. Make sure that all billers using these modes understand the payment timing impact.  (See §3602.1 for alternatives.)

o
A "paper claim" is submitted and received on paper, including fax print outs.  This also includes claims received on paper and read electronically with OCR technology.

2.
Payment Floor Standards.--Do not issue, mail, or otherwise pay within the waiting period indicated below for any claim you receive.  The length of the waiting period is determined by the date the claim is received.  Payment floors began April 1, 1987.  Start your count on the day after the date of receipt.

Claim Receipt Date




Waiting Period (Calendar Days)

01-01-93 thru 09-30-93



14 for EMC & 26 for paper claims

10-01-93 and later




13 for EMC & 26 for paper claims

Do not hold claims upon receipt.  Process them immediately and, when necessary, delay payment to meet these requirements.  For example, payment on an approved electronic claim received September 1, 1993 cannot be made before September 16, 1993.  Payment on an approved paper claim received September 1, 1993 cannot be made before September 28, 1993.  Payment on an approved electronic claim received October 1, 1993 cannot be made before October 15, 1993.  Payment on an approved paper claim received January 3, 1994 cannot be made before January 30, 1994.  Regardless of when the check is dated, show the scheduled payment date on your workload report as the actual date the check is mailed or funds are electronically transferred.

According to 42 CFR 409.43, Requests for Anticipated Payment (RAPs) submitted by home health agencies under the Home Health Prospective Payment System (HH PPS) are not Medicare claims as defined under the Social Security Act.  Since they are not considered claims, do not subject RAPs (records with type of bill 322 or 332 and dates of service on or after October 1, 2000) to payment floor standards.  Process these records immediately and do not delay payment.

Continue to apply existing rules governing PIP to all PIP claims (e.g., they must cover a period beginning 3 weeks after discharge).  The payment floor standards do not apply to payment of PIP claims.  You may notify PIP facilities of the disposition of their claims at any point in time convenient with your operation as long as you meet the claims processing timeliness requirements.

NOTE:
No-payment claims are not subject to the payment floor standards.

3.
Definition of "Clean" Claim.--A "clean" claim is one that does not require you to investigate or develop external to your Medicare operation on a prepayment basis.

Examples of clean claims are those that:



o
Pass all edits (intermediary and Common Working File (CWF) and are processed electronically;



o
Do not require external development and are not approved for payment by CWF within 7 days of your original claim submittal for reasons beyond your control or the provider's control.  This includes out-of-service area claims and claims that require development by HCFA;
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o
Are investigated within your claims, medical review, or payment office without the need to contact the provider, beneficiary, SSA, or other outside source;




o
Are subject to medical review, but complete medical evidence is attached or forwarded simultaneously with EMC records in accordance with your instructions to the provider.  If you need to request medical evidence, see the first example under §3600.1 A.4; or




o
Are developed on a post payment basis.




4.
Other Claims.--Claims that do not meet the definition of "clean" claims are considered "other" claims.  "Other" claims require investigation or development external to your Medicare operation on a prepayment basis.  Other claims include those not approved by CWF which you identify as requiring outside development.  Examples are claims on which you:




o
Request additional information from the provider or other external source.  This includes routine data omitted from the bill, medical information, or information to resolve discrepancies;




o
Request information or assistance from another contractor.  This includes requests for charge data from a carrier or any other request for information from a carrier;




o
Develop MSP information;




o
Request information necessary for a coverage determination;




o
Perform sequential processing when the earlier claim is in development; 




o
Perform outside development as a result of a CWF edit; and

Enter condition code 64 to indicate that the claim is not a "clean" claim, and therefore, not subject to the mandated claims processing timeliness standard.



5.
Interest Payment on Clean Non-PIP Claims, Not Paid Timely.--Pay interest on clean non-PIP claims if payment is not made within the applicable number of calendar days after the date of receipt.  (See §3600.1 A.1.)  For example, a clean claim received on October 1, 1993, must have been paid before the end of business on October 31, 1993, to avoid interest payment.  Interest is not required on the following:




o
Claims requiring external investigation or development;




o
Claims on which no payment is due;




o
Full denials; or




o
Claims for which the provider is receiving PIP; and




o
HH PPS RAPs.

However, PIP on inpatient bills does not preclude interest payments on outpatient bills.

Pay interest on a per bill basis at the time of your payment.  Interest is a Federal expense and is not assessed against you.



6.
Proper Use of Condition Code 15.--In the absence of CMS direction to report Condition Code 15, when instructed to hold clean claims due to a CMS processing delay, you must request home regional office (RO) approval for its reporting.  You must provide adequate justification and appropriate documentation to support the request.  (See §3604 for definition of this condition code.)
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The decision as to the granting of Condition Code 15 authorization in this situation will be the responsibility of the home RO.  It will be based on the assessment that circumstances outside of your control will adversely affect Contractor Performance Evaluation (CPE) claims processing timeliness standards, as indicated in the MIM, Part 2, §2901.1.  Timing is critical in cases where Condition Code 15 is applied.  The RO should render a decision as quickly as possible.  Claims containing Condition Code 15 should be reported on your Intermediary Workload Report, Form HCFA-1566 as indicated in §3894.3.


NOTE:
The reporting of Condition Code 15 only applies to clean claims.  It does not apply to the claims containing Condition Code 64.  (See subsection A4 and §3604 for an explanation of condition code 64.)  Standard Systems must assure that both condition code 15 and 64 are not reported on the same claim.  




7.
Continuation of PIP.--Continue PIP upon request to subsection (d) hospitals as defined in §3600.1.B. (including units excluded from PPS) that received PIP on June 30, 1987, until you meet the requirement to pay 95 percent of all clean claims (for which PIP payment is not made) in the applicable number of days for 3 consecutive months.  (See §3600.1.A. for the applicable number of days.)

Regardless of your claims processing timeliness performance on clean, non-PIP bills, PIP continues, upon request, for:




o
DSHs that have at least a 5.1 percent disproportionate share adjustment (as discussed below); or




o
Rural hospitals with 100 or fewer beds.

The request to continue PIP by such hospitals is a one time opportunity and must have been made no later than July 1, 1987.  It is limited to hospitals that:




o
Received PIP on June 30, 1987; and




o
Continued to meet requirements specified in regulations that were applicable on October 1, 1986.  (Qualified DSHs and rural hospitals with 100 or fewer beds may receive PIP payments indefinitely provided that they continue to meet standards established by the Secretary that were applicable on October 1, 1986.)

Section 1815(e)(1)(B)(i) of the Act requires the amount of a hospital's disproportionate share adjustment percentage for purposes of this PIP provision to be based upon the data base used by CMS to standardize the FY 1987 PPS rates.  The disproportionate share adjustment is calculated by CMS from the hospital's percentage of low income patients based on FY 1985 SSI/Medicare data and the Medicaid percentage from FY 1984 cost report data.  The CMS furnished you a list of DSH payment percentages to use to determine whether a hospital meets the DSH requirement to retain PIP.  Except as follows, use the listing to determine whether a hospital meets the 5.1 percent criterion.  A hospital meets the criterion where it included adequate Medicaid days in its 1984 cost report but CMS failed to properly include them in its data base when computing the 1984 Medicaid percentage.  It also can meet the criterion where it had adequate Medicaid days in its 1984 cost reporting year even though it did not include them in its cost report.

In the latter situation, a hospital must submit to you previously unsubmitted Medicaid data applicable to the 1984 cost report year (cost reports beginning October 1, 1983, through September 30, 1984). Verify the accuracy of this subsequently submitted Medicaid data and take appropriate steps, including audit where necessary, to assure the data's validity.

A hospital's request and data must be received by you no later than 3 years from the date of the Notice of Program Reimbursement for the 1984 cost report.  Remove from PIP after June 30, 1987, any hospital not qualifying based on the CMS listing, or improper exclusion from the data base.
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Any hospital removed from PIP that has notified you of its intention to submit additional Medicaid data, or which submitted data with its request, will remain off PIP pending your evaluation of the data.

Consult your RO for specific timeframes involved, and subsequent actions required where you permit PIP for a hospital not on the listing.

For rural hospitals to continue PIP, they must be located in a rural area (as defined for PPS) and have 100 or fewer beds on July 1, 1987.  A rural hospital is a hospital outside any Metropolitan Statistical Area (MSA).  Use the guidelines for determining MSAs for PPS hospitals to determine whether a hospital is rural.

In determining the bed count for rural hospitals, count only beds that are general routine or intensive care type, adult or pediatric, maintained in a patient care area for inpatient lodging.  Do not count beds assigned to newborns, to custodial or domiciliary care, to units excluded from PPS, to hospital based SNFs, to areas maintained and utilized for only a portion of a patient's stay, or primarily for special procedures (e.g., labor rooms, birthing rooms, postanesthesia and postoperative recovery rooms, outpatient areas or emergency rooms, or ancillary departments).

Where hospitals have significant cash flow problems as a result of removal from PIP, accelerated payments are payable in accordance with §2412 of the Provider Reimbursement Manual.

If the provider previously elected PIP and continues to qualify, continue PIP for:

o
Inpatient services from hospitals other than subsection (d) hospitals;

o
Hospitals which receive payment under a State hospital payment system under §1814(b)(3) or §1886(c) of the Act, if payment on a PIP basis is approved by CMS as an integral part of such payment system;

o
SNF services; or

o
Home health services furnished on or before September 30, 2000.  (The Balanced Budget Act of 1997 eliminated PIP for home health agencies upon the implementation of the HH PPS effective October 1, 2000.)
In addition, upon request you can implement PIP effective July 1, 1987 or later for hospices meeting the requirements to qualify for PIP.

8.
Receipt Date.--The receipt date is the date you receive a claim subject to the qualifications in subsection C on whether the data are sufficiently complete to qualify as a claim. The receipt date is used to calculate interest payments when due for clean claims, to report statistical data on claims to CMS, such as in workload reports, and to determine if a claim was received timely.

Paper claims received by 5:00 p.m. on a business day, or by closing time if you routinely end your public business day between 4:00 p.m. and 5:00 p.m., must be considered as received on that date, even if you do not open the envelopes in which the claims are received or do not enter the data into the claims processing system until a later date.  Paper claims received after 5:00 p.m. or your close of business between 4:00 p.m. and 5:00 p.m. may be considered as received on your next business day.

Paper claims are considered received if delivered to your place of business by the U.S. Postal Service, picked up from a P.O. box(es), or otherwise delivered to your place of business by your
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normal close of business time.  If you use a P.O. box for receipt of mailed claims, you must have your mail picked up from your box(es) at least once per business day unless precluded on a particular day by the emergency closing of your office or your postal box site.

As electronic claim tapes and diskettes submitted by providers or their agents are also subject to manual delivery, rather than direct electronic transmission, the paper claim receipt date establishment rule also applies to such tapes and diskettes.

Electronic claims transmitted to you, or to a clearinghouse with which you contract as your representative for the receipt of your claims, by 5:00 p.m. in your time zone, or by your closing time if you routinely close between 4:00 p.m. and 5:00 p.m., must likewise be considered as received on that day even if you do not upload or process the data until a later date.

Paper and electronic claims that do not meet the basic legibility, format, or completion requirements are not considered as received for claims processing and may be rejected from the claims processing system.  Rejected claims are not considered as received until resubmitted as corrected, complete claims.  You may not use the data entry date, the date of passage of front-end edits, the date the document control number is assigned, or any date other than the actual calendar date of receipt as described above to establish the official receipt date of any claim.

Where your system or hours of operation permit, you may, at your option, classify a paper or electronic claim received between 5:00 p.m. (or your closing time between 4:00 p.m. and 5:00 p.m.) and midnight, or on a Saturday, Sunday, holiday, or during an emergency closing period as received on the actual calendar date of delivery or receipt.  Unless your office closes early in an isolated situation due to an emergency, your cutoff time for establishment of a receipt date may never be earlier than 4:00 p.m.

Do not make system changes, extend your hours of operation, or incur significant additional costs solely to begin to accommodate late receipts if not already equipped to do so.

The cutoff time for paper claims may not exceed the cutoff time for electronic claims.  A number of intermediaries have reported that a later electronic cutoff time has been an incentive for provider use of electronic filing.  You are encouraged to use this tool where your system and overnight batch run schedules permit.  Likewise, at your option, you may consider electronic claims received on a weekend or holiday as received on the actual calendar date of receipt, even though paper claims received in a P.O. box on a weekend or holiday would not be considered received until the next business day.

9.
Scheduled Payment Date.--The scheduled payment date is the date the check you issued is mailed, deposited by you in the provider's account, or transferred electronically.  For PIP claims and no payment bills, the scheduled payment date is the date for payment bills in the same adjudication batch.

B.
Systems Requirements.--

1.
Determine Whether You May Remove Hospitals From PIP Based on Your Processing Timeliness.--In determining whether your processing timeliness is adequate to remove hospitals from PIP, consider all clean, non-PIP bills.  Select cases based upon:
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o
Initial bill;

o
Scheduled payment date during the month;

o
Reimbursement amount greater than zero; and

o
Neither condition code 62 nor 64 applies.

If for April, May, and June you pay 95 percent of these bills in 30 days after the day of receipt, discontinue PIP for subsection (d) hospitals, beginning July l, l987 for bills with discharge dates of July 1, 1987 and later, for hospitals that do not meet the exceptions in subsection A5.  

Subsection (d) hospitals are hospitals in the 50 States, D.C. and Puerto Rico other than:

o
Psychiatric hospitals;

o
Rehabilitation hospitals;

o
Whose inpatients are predominantly under l8 years old; and

o
Whose average inpatient length of stay exceeds 25 days.

Hospitals in Maryland and New Jersey are included, but PIP is continued to New Jersey hospitals.

Treat excluded units of subsection (d) hospitals in the same manner as the hospital.  

If you did not pay 95 percent of your clean bills in 24 days, notify your hospitals sufficiently early in order to permit them to timely submit their request to continue PIP and to assure that their PIP payments continue uninterrupted.

Discontinue PIP beginning with the first month after you have met the claims processing timeliness standard described in subsection A for 3 consecutive months.

2.
Determine Which DSHs and Small Rural Hospitals Will Continue on PIP.--Determine which hospitals will meet the DSH and rural hospital requirements to retain PIP.  (See subsection A.5. for requirements.)  Notify these hospitals sufficiently early in order to permit them to timely submit their request for continuation and to assure that their PIP payments continue uninterrupted.

3.
Determine and Pay Interest.--You must pay interest on clean, non-PIP claims for which you do not make payment within the applicable number of calendar days (as described in subsection A.1.) beginning on the day after the receipt date.  Select claims for interest based upon:

o
Processing time exceeds applicable number of days in subsection A (Julian scheduled payment date minus Julian receipt date equals more than applicable number of days in A1)

o
Neither condition code 62 nor 64 applies; and

o
Reimbursement amount is greater than zero.
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Pay interest at the rate used for §3902(a) of title 3l, U.S. Code (relating to interest penalties for failure to make prompt payments).  The interest rate is determined by the rate applicable on your scheduled payment date.  

This rate is determined by the Treasury Department on a 6 month basis, effective every January and July 1st.  Effective January 1, 2000, you should consult the Treasury Department web page--www.publicdebt.treas.gov/opd/opdprmt2.htm semi annually for the new rate. 

Calculate the interest using the following formula:

Reimbursement amount x rate x days divided by 365 (366 in a leap year) = interest payment.

The interest period begins on the day after payment is due and ends on the scheduled payment date.

EXAMPLE:
   Date received - July 1, 1990

   Payment due - by July 25, 1990

   Payment made - August 09, 1990

   Interest begins - July 26, 1990

   Interest ends - August 09, 1990

   Days for which interest is due - 15 days

   Amount of reimbursement = $100

   Applicable interest rate for this example = 9.0%

The formula is applied as follows:

$100 x .09 x 15 divided by 365 = $.369 or $.37 when rounded to the nearest penny.

Use the UNIBILL reimbursement amount (locations 1707-1715) as the amount of principal.  This is the payment after all deductions for deductible, coinsurance, and MSP.  Round to the nearest penny. Report as value code 70 in UNIBILL the amount of interest you pay.

4.
Reinstatement of PIP.--If you fail to pay 95 percent of all "clean" claims (for which PIP payments are not made) in the applicable number of days (as described in subsection A.1.) for each of 3 consecutive months, implement PIP for subsection (d) hospitals that qualify for PIP and request it.  (See subsection B3 for instructions for selecting claims for this calculation.)
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5.
Report Interest Payment on Remittance Records.--When interest payments are applicable, i.e., days after April 1, 1987, indicate for the individual claims on your remittance record the amount of interest.

6.
Payment Made to Beneficiary.--If payment is made directly to the beneficiary on a clean claim for which you did not make payment within the applicable number of days (as described in subsection A.1.) apply interest.  Add the following messages on any EOMB that you prepare.  "Your payment includes interest since we were unable to process your claim timely."

7.
Prepared Bills for DME.--Where you prepare bills for payment for purchased DME because the $50 tolerance is exceeded (see §3600.3) establish any date consistent with your system processing requirements as the receipt date for the second and succeeding bills.  Use the date as close to your payment as possible.

8.
Claims Paid Upon Appeal.--Interest payments are not payable on clean claims initially processed to denial and on which payment is made subsequent to the initial decision as a result of an appeal request.  This applies to appeals where more than the applicable number of days (as described in subsection A.1.) had elapsed before an initial denial, but the claim was later paid upon appeal.  Even though, in this situation, your mechanism for processing may be an initial debit action, no interest is due.  Where an appeal of a previously paid claim results in increased payment follow 9 below.

9.
Handling Interest on Postpayment Denials and Other Adjustments.--If a paid claim is later denied in full, recover any interest paid as well as the incorrect payment. Do not pay interest on the related no payment bill.  If the claim is partially denied, interest is payable on the reduced amount.  Recalculate the interest due based upon the new reimbursement amount.  Use the rate of interest and elapsed days applicable to the original claim.  This can be accomplished by applying a ratio of the new reimbursement amount (from your debit action) to the reimbursement amount on the initial claim (from your credit action).  Multiply the result by the interest amount paid on the initial claim. The result is the interest amount payable on your debit action.  Report this amount in value code 70 of UNIBILL.  Use the following formula:

debit action reimbursement amount
Interest = credit action reimbursement amount x original interest paid

This formula applies to the following actions where interest was initially paid:

o
DRG changes (higher or lower payment);

o
Postpayment partial denials;

o
Postpayment increase in payments (regardless of source of

             action); and

o
RTIs.

Use of the formula is preferable to expanding your system to handle multiple scheduled payment dates and calculation procedures.
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10.
Preparation of IRS Form 1099 INT.--IRS requires that interest paid in the course of a "trade or business" be reported if it totals $600 or more for any person. Interest payments you make fall within the "trade or business" definition.   Therefore, prepare and file with the IRS, Form 1099 INT when interest payments for a calendar year to a beneficiary or provider total at least $600.  Use the beneficiary's individual Social Security Number (SSN) to report interest.  Individual SSNs are identified by the suffix A or M, J, T, or TA.  Other suffixes mean benefits are based upon a spouse's, parent's or child's (F1 thru 8) SSN.  If the spouse's, parent's or child's SSN is involved, determine the individual's SSN to report interest.  The active HICN plus the preceding SSN are cross-referenced on the BEST file.  (See §3506.) If the SSN is not known, all zeros appear in the cross-referenced field.  If the individual's SSN is not present, contact your parallel SSO for the information.  The cross-reference is not shown on the CAST file.

C.
Control and Counting.--Consider claims as received for processing time purposes from the date of their receipt.  Improperly completed claims that you return are considered received from processing time purposes when received again, properly completed.  See §3894 for counting of claims on the workload report.

1.
Provider Billing Via Terminal or Equivalent.--If the provider bills via remote terminal with on-site (in the provider) editing or if you otherwise can communicate edit results to it electronically, establish a control record when the bill passes your consistency edits.  Count it as received for UNIBILL date received, for administration of timely billing under PIP, and for your timely processing on the day you receive it properly completed.  Normally, this is the same day the bill passes your edits, unless you delay entry into your system of a properly completed bill.

2.
Manual Hardcopy Bills, Magnetic Tapes.--Establish a control record when you enter the initial claim into your system.  Count the bill for administering timely billing for PIP, and timely bill processing by you, only if it passes your edits.  The date received for UNIBILL and PIP is the date you received it properly completed even if entered into your system on a later date.

3.
Bill Returned To Provider.--If you return the bill, retain a claim record to minimize data entry cost when returned.  Assign a receipt date for UNIBILL and PIP monitoring only when it is properly completed and passes your edits.

Forward PRO prepayment review claims that you receive and identify in batch processing as needing PRO prepayment review either to the PRO directly or to the hospital to forward to the PRO.  These are incomplete bills needing additional development.  Count them received when they are returned.

If you forward cases directly to the PRO, you may want to develop a list or memorandum for providers advising them that the claims were forwarded to the PRO for review.  This eliminates subsequent provider status inquiries.
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4.
Bills Requiring Medical Information.--When you request medical information, retain the bill as a pending record until you either pay or deny it.  Returning cases for review by the PRO is not a request for medical information.  Claims that fail your initial edits because required medical reports or other required attachments are not included are not requests for medical evidence.

5.
Deleting Control.--Retain your control record unless deleted as described in 1, 2, 3, or 4 above until final resolution.  For inpatient records which affect utilization, this is when the claim passes your final edits immediately prior to sending to HCFA via UNIBILL.  For other records (outpatient, HHA, SNF, etc.) it is when the claim passes your final edits immediately prior to sending to HCFA via UNIBILL or a denial letter is generated.

D.
Adjustment Bills.--An adjustment bill is a correction to a claim previously processed.  Establish a control record for it.

Count hospital, MSP or manual PRO adjustments as pending when received.  PRO electronic adjustments are received and pending only when they pass your edits.  (See §3674.6.)

Assign the date received in your mailroom as the receipt date for hospital and MSP adjustments.  On PRO adjustments, assign the later of the date you receive the request (passed your edits) or the date the batch clearance record was received from HCFA for the claim to be adjusted.

Count adjustment bills as processed when no further action by you is required.  The final action taken on the adjustment bill depends upon the situation.  If an adjustment bill involves only money adjustments (no utilization changes) and will not be submitted to HCFA, count it as "processed" after review and adjustment in payment.  If an adjustment bill involves utilization changes and the original bill was accepted by HCFA, consider it processed when submitted via UNIBILL.

3600.2
Time Limitations for Filing Provider Claims.--

A.
Time Limitation for Medical Information Requests.--When you request medical information for an initial claim, information is to be submitted within 30 days after the date of the request. Deny the claim for lack of medical necessity if the information is not received within 35 days after your request (allows 5 days mail time).  (See §3918.)  If the information is subsequently received without a written request for reconsideration, inform the provider that a written request must be submitted.
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B.
Time Limitation for Provider Claims.--Provider cost claims must be filed on, or before, December 31 of the calendar year following the year in which the services were furnished.  (See §§3307ff. for details of the rules and exceptions.  See §3816E for the effect on adjustment bills.)

Deny bills not received timely.  However, such bills should be filed and processed because of the spell-of-illness implications.  In provider fault situations, record the days, visits, cash and blood deductibles.

6-14.2
Rev. 1504

12-87
BILL REVIEW
3600.3

When a bill is received from a provider paid on a cost basis where only part of the services were rendered within the prescribed time limitations, obtain a breakdown of charges before and after the time limit.  This enables you to determine how much of the bill to deny.  For example, you received a bill on February 3, 1987, for provider services furnished September 16, 1985 through October 30, 1985; because the time for filing expired December 31, 1986, treat services furnished before October 1 as noncovered. Accordingly, obtain a breakdown of the charges for the covered and noncovered periods to properly complete UNIBILL.

3600.3
Reviewing Bills for Services After Suspension, Termination, Expiration, or Cancellation of Provider Agreement, or After a SNF is Denied Payment for New Admissions.--See §3008.4 for provisions for payment following a termination, expiration, or cancellation of a provider agreement. Effective August 1986, a SNF may be denied payment for new admissions as an option to termination of its provider agreement for noncompliance with one or more conditions of participation.  The SNF may only be reimbursed for covered services furnished on or after the effective date of denial of payments if such services were furnished to beneficiaries who were admitted to the SNF before the effective date payments were denied.

EXAMPLE:
Effective date of denial of payment - 9-30-86

Beneficiary admitted before 9-30-86 - pay for covered Part A or B services

Beneficiary admitted on or after 9-30-86 - deny payment under Part A or B

NOTE:
An inpatient who goes on leave from the SNF before or after the effective date of denial of payments for new admissions is not considered a new admission when returning from leave. 

You are notified of SNF payment denials through the HCFA-2007.  Install appropriate edits or other safeguards to prevent incorrect payments to the provider.

Obtain a list of Medicare inpatients when a SNF or hospital agreement is terminated, or after a SNF is denied payment for new admissions to assure that nonpayment spell of illness bills are filed.  (See §3604, Item 24.) 

Following termination, expiration, or cancellation of its agreement, a hospital or SNF is considered to be a "nonparticipating provider."  An inpatient of such an institution who has Part B coverage, but for whom Part A benefits have been exhausted or otherwise not available, is entitled to reimbursement only for services that are covered in a nonparticipating institution.  A patient admitted to the SNF on or after the effective date of denial of payment who has Part B coverage is entitled to reimbursement for services covered in a nonparticipating institution.  Such services furnished on or after the effective date of termination, or in the case of expiration or cancellation of an SNF agreement, on or after the day following the close of such agreement, are billed on Form HCFA-l500, Health Insurance Claim Form and sent to the carrier.
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A terminated hospital may be certified to provide emergency services.  If it meets the criteria, it is assigned an emergency provider number (E suffix).  This procedure is not automatic, and hospitals terminated for Life Safety Code violations may not be able to qualify.  If a terminated hospital qualifies, billings are handled by the designated emergency intermediary.

In a no-payment situation, where the entire billing period represents charges for which no Part A payment can be made, it is not necessary to submit two bills.  Submit only a final no-payment bill, with a discharge date, under the former provider number.

Services furnished during the "no-payment" period may subsequently be determined to be covered. Where such covered services were furnished before the date of change in provider number, the provider submits one corrected bill covering the entire period showing the former provider number. Where the services were furnished after the date of change in provider number or both before and after the date of change, the provider submits a corrected discharge bill.

3600.4
Change of Intermediary.--The RO sends the official notice to you of changes in your list of providers.  (See Part 2, §28l0.)  The following special procedures apply:

A.
Outgoing Intermediary is Still Connected with Medicare Program.--Non-PPS providers and excluded units submit interim bills to the outgoing intermediary for services and supplies furnished prior to the date of change.  Bills for services and supplies furnished beginning with the effective date of change are submitted to the new intermediary.  Each intermediary updates HCFA utilization records based upon the bill it processes.

When an intermediary change occurs, HCFA does not require a new admission query.  The established admission remains on HCFA's records until a final bill is accepted.

PPS hospitals do not submit separate bills.  The incoming intermediary is billed for the entire stay upon the beneficiary's discharge.

B.
Outgoing Intermediary is Not Connected with Medicare.--Where the prior intermediary is no longer connected with the Medicare program, it may be necessary for the new intermediary to handle bills which it normally would not process.  Where the outgoing intermediary is terminating participation, the RO makes the necessary arrangements to effect a smooth transition.

3600.5
Multiple Provider Numbers or Changes in Provider Number.--Where a multiple facility provider is assigned separate provider numbers for each facility or where it is assigned a different number, special billing procedures are necessary.  The provider uses the new number for all bills, beginning with the date the new number takes effect.

It submits a bill with the old provider number for the period before the change and another with the new provider number for the period after the change.  The date of discharge on the first bill and the date of admission on the second bill are the same, i.e. the effective date of the new provider number. All subsequent billings are submitted under the new provider number.
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3600.6
Reduction in Payments Due to P.L. 99-177.--

A.
General.--Public Law 99-177, the Balanced Budget and Emergency Deficit Control Act of 1985 (Gramm-Rudman-Hollings), provides for an automatic deficit reduction procedure to be established for Federal fiscal years (FYs) 1986 through 1991.

Each payment amount is reduced by a specified percentage which cannot exceed 1 percent for FY 1986 and 2 percent for each subsequent year in which sequestration takes place. The reduction percentages are proportionately decreased in any year in which the excess deficit is small enough to permit a smaller reduction.

Reduce all Medicare program payments after applying any deductible, coinsurance, and any applicable MSP adjustments.  Make the reduction for each claim or interim payment.

B.
Definitions.--

Date of Service:  For PPS hospital services, the date of discharge is the date of service.  For all other services apply the reduction based on the through date on the bill.  Allow providers to split bills as an exception to §3603 for non-PPS services to avoid reduction where the normal billing period includes services before and after the effective sequestration date.

Affected Providers:  All Medicare providers, both PPS and non-PPS, including those in areas with special payment rules (Maryland and the Finger Lakes region of New York) are affected.

Reduction Amount:--The applicable reduction percentages by FY are:

o
Federal FY 1986 - 1 percent for all services (Part A and Part B) for the period March 1, 1986, through September 30, 1986.

o
Federal FY 1987 - There is no sequestration order for this period.

o
Federal FY 1988 - 2.324 percent as follows:

--
November 21, 1987, through March 31, 1988, for all Part A inpatient hospital services and all items and services (other than physician's services) under Part B.

--
November 21, 1987, through December 31, 1987, all other Part A services.

o
Federal FY 1989 - There is no sequestration order for this period.

o
Federal FY 1990 -

--
2.092 percent from October 17, 1989, through December 31, 1989, for items and services under Part A.

--
2.092 percent from October 17, 1989, through March 31, 1990, for items and services under Part B.
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--
1.4 percent from April 1, 1990, through September 30, 1990, for items and services under Part B.

o
Federal FY 1991 -

--
There is no sequestration for Part A.

--
2.00 percent from November 1, 1990, through December 31, 1990,

for items and services under Part B.

C.
Changes Required in Bill Payment Procedures.--Your program for calculating payment must change the sum remaining after deductible, coinsurance, and MSP to reduce the payment by the appropriate percentage.  Do this in all calculation modules, rounding to the nearest cent.  Base calculations upon a percentage reduction of payment, not on interim rates or DRG amount.

Adjust final PPS (DRG) payments and interim payments (cost based interim payments), PIP payments, and PPS pass-through payments.

Adjust payment amounts not payment rates.  Apply the reduction to the amount that would have been paid before P.L. 99-177, i.e., after reduction for deductible, coinsurance, and MSP.  This provides a higher payment to the provider than applying the percentage reduction before deductible, coinsurance, and MSP.

Apply the ESRD network reduction before sequestration.  Calculate interest payment on claims either before or after the reduction, whichever is more efficient for your system.

When payment is made under a fee schedule, make the percentage reduction after you decide whether the charge or fee schedule is lower.  Payment limits such as those that apply to radiology and other diagnostic services are not considered fee schedules.

Make your changes in the most feasible manner to permit further changes if necessary.  It may be necessary each FY to change the reduction amount, based upon the discharge dates or dates of service.  Inform your providers of the amount of the reduction for each Federal FY after HCFA informs you.

D.
Reporting.--Report the payment amount, after making the percentage reduction, to your PS&R and in UNIBILL or CWF as appropriate.  This applies to both payment amount (UNIBILL inpatient and outpatient positions l707-l7l5) and inpatient pass-thru per diem (positions l846-l85l). Create value code 75 to record the sequestration amount. 

3600.7
Provider Information Notification.--Inform providers in writing of changes in policy and procedures and the effective date before making changes.  Send these notices at least thirty days before changes are put into effect to give providers time to adjust. (See §3911.2B for providing 30-day notice regarding new/revised local medical review policies.)  When a shorter implementation schedule is unavoidable, provide the notice as soon as it is available.


For electronic data interchange (EDI) instructions, you must notify providers of changes at least 60 to 90 days in advance. (See §§ 3750, 3751, 3602 ff., and Addendum A).
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Conduct provider training on an as needed basis and initiate regular contact with the provider community through organizations which represent them.  Develop continuing staff contacts with these organizations to resolve issues of mutual concern.


Provide adequate telephone service so that providers can receive prompt answers to claims status and processing questions.  Implement procedures and training in telephone units to ensure that your employees furnish consistent and correct information and make appropriate referrals for specialized information.


At least monthly, furnish HCFA with copies of general distribution notices, bulletins, check-stuffers and newsletters you send to your providers.


Mail them to:


Health Care Financing Administration

Division of Claims Processing Procedures

6300 Security Blvd.

Baltimore, MD.  21207-5322

Attention:  Chief, Intermediary Procedures Branch
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Electronic Data Interchange
3601. 
ELECTRONIC DATA INTERCHANGE SECURITY, PRIVACY, AUDIT AND LEGAL ISSUES

3601.1
Contractor Data Security and Confidentiality Requirements.--All Medicare beneficiary-specific information is confidential and subject to the requirements of §1106(a) of the Social Security Act (the Act) and implementing regulations at 42 CFR Part 401, Subpart B.  Those regulations specify that, as a general rule, every proposed disclosure of Medicare information shall be subject to the Freedom of Information Act rules at 45 CFR Part 5.  Also, all such information, to the extent that it is maintained in a "system of records," is protected under the provisions of the Privacy Act of 1974 (5 USC. 552a) and implementing regulations at 45 CFR. Part 5b.  Such information is included in claims, remittance advice, eligibility information, online claims corrections, and any other transactions where medical information applicable to an individual is processed or transported.  Such information may not be disclosed to anyone other than the provider, supplier, or beneficiary for whom the claim was filed.  (See §3601.3 for implications on network services).  Ensure the security of all electronic data interchange (EDI) transactions and data.  (See Medicare Intermediary Manual (MIM), Part 2, §§2972-2976.)  Include the following security capabilities in your system:

o
Make sure that all data are password protected and that passwords are modified at periodic, but irregular intervals, when an individual having knowledge of the password changes positions, and when a security breach is suspected or identified;

o
Provide mechanisms to detect unauthorized users and prohibit access to anyone who does not have an appropriate user ID and password;

o
Maintain a record of operator-attempted system access violations;

o
Maintain a multi-level system/user authorization to limit access to system functions, files, databases, tables, and parameters from external and internal sources;

o
Maintain updates of user controlled files, databases, tables, parameters, and retain a history of update activity; and

o
Protect data ownership and integrity from the detailed transaction level to the summary file level.

3601.2
EDI Audit Trails.--Maintain an automated transaction tracking and retrieval capability and retain an audit trail of on-line and batch transaction experience(s) affecting the complete processing of a claim from date of receipt to date of payment or denial and any subsequent adjustments.

You must be able to retrieve:

· The claim as received from the provider of health care services, physician, supplier, or billing service;

· The claim as paid to the provider of health care services, physician, or supplier; 

· All adjustments made on the claim;

· The check or the electronic funds transfer (EFT) record sent to the provider of health care services, physician, or supplier; and

· The remittance advice as sent to the provider of health care services, physician, or supplier.
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Maintain the ability to cross-refer all needed transactions to each claim being processed.  The records may be kept on electronic, computer-output-microfilm, or optical disk media.  Never ever allow anyone to overlay or erase a record.  Each record must be kept intact.  All records must be archived in accordance with the instructions in the MIM, Part 2, §2982.

It is important to have a well-defined system for maintaining audit trail data so that you can demonstrate that data integrity is maintained at all times.

3601.3 Security-Related Requirements for Subcontractor Arrangements With Network Services.--A network service is any entity other than a billing service or clearinghouse engaged in EDI with a carrier or intermediary, on behalf of Medicare providers.  Network services may not view privacy-protected Medicare data unless it is necessary to perform its intended tasks.  For EDI, that would be any transaction in which either a beneficiary or a provider may be identified.

Some health care providers retain multiple billing services, vendors, and/or network services.  Intermediaries may support multiple services, if their system can protect Medicare data from unauthorized use.  Each billing service, vendor, and network service may access only its own information.  As an example, a hospital has a network service for eligibility inquiry, a billing service for initial claims, and a vendor for denied claims.  The hospital reserves claim status and remittance advice for its internal staff.  The billing service may access claims it submitted on behalf of the hospital, and it may perform all of the functions the provider may perform, if the provider so designates.  The eligibility network service may send eligibility inquiries from the provider, and return responses, but it may not view the data, store it, or use it for any reports.  The vendor for denied claims may have no access since they do not submit initial claims, and works directly with the hospital for denied claim information.  When supporting multiple billing services, vendors, and network services, intermediaries’ systems must be capable of ascertaining that network services do not access, view, or use unauthorized Medicare information.

Authorization for access to Medicare claims data must be in writing and signed by the provider.  Each provider must sign a valid EDI enrollment form.  A separate password is to be used for each provider’s access.

A vendor provides hardware, software and/or ongoing support for total office automation or submission of EDI transactions directly to individual insurance companies.  Vendors have no need to access Medicare data.  Rather they supply the provider the means for such access.

An eligibility verification vendor is to be treated as a network service;

A billing service offers claims billing services to providers.  The billing service collects the providers’ claim information and bills the appropriate insurance companies, including Medicare. It may provide claims billing services only, or provide full financial accounting and/or other services. Billing services may view beneficiary or provider data to perform their obligations to the provider, and if the provider designates them for that access.  To qualify as a billing service, the entity must submit initial claims on the provider’s behalf.

A clearinghouse transfers or moves EDI transactions for a provider and translates the provider data into the format required by a health care trading partner, such as a payer.  A clearinghouse accepts multiple types of claims and generally other EDI transactions and sends them to various payers, including Medicare.  A clearinghouse also accepts EDI transactions from payers for routing to and/or reformatting for providers.  Clearinghouses perform general and payer-specific edits on claims, and usually handle all of the transactions for a given provider.  Clearinghouses frequently reformat data for various payers, and manage acknowledgements and remittance advice.  Clearinghouses ordinarily submit initial claims, and may qualify as billing services.
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A value added network (VAN) is a conduit to transfer or move EDI transactions for a provider.  The owner of the VAN is not allowed to read the contents of files containing beneficiary- or provider- specific information.  VAN owners are treated as network services.

A collection agency is a service that bills after the original biller.  Do not service collection agencies. Regardless of the title of an entity, authorization is determined according to the services performed by an entity rather than its title.  A company that calls itself a VAN, but that performs clearinghouse services, is treated as a clearinghouse for data access purposes.  A company that calls itself a clearinghouse, but does not furnish translation or reformatting services, and merely transfers data as received between trading partners is treated as a VAN for data access purposes.

If the contractor enters into a written agreement for network services, then any such agreement must specify that:
· The data submitted to the network service by the contractor are owned by Medicare;

· The data are not stored for any duration longer than that required to assure that the data have reached the appropriate destination, and for no more than 30 days for any purpose;

· The network service is not to view the data unless it is necessary to perform its intended tasks. In the event any data is viewed, perhaps for routing purposes, the network service is limited to viewing only those data needed for that purpose, and must strictly regulate access to that data;

· The network service is not to prepare any reports, summary or otherwise, based on any aspect of the data content.  Reports may be written, however, on data externals such as the number of records transmitted to a given receiver on a given date;

· All services must guarantee that a user may be deleted within 24 hours. Other standards of performance, including, but not limited to, how quickly a user may be added to the network, must be specified in writing;

· Passwords are to be changed more frequently than required by the network service, and on a schedule that is difficult to predict;

· No incoming or outgoing EDI may be conducted unless there is a valid EDI enrollment form on file for the individual health care provider; and

· The lists of physicians, suppliers, and providers that have access are to be reviewed periodically to ensure that only authorized users have access.

3601.4
Electronic Data Interchange (EDI) Enrollment Form.--Arrangements for use of EDI with Medicare are specified in the CMS standard Electronic Data Interchange (EDI) Enrollment Form. This agreement must be executed by each provider of health care services, physician, or supplier that transfers data electronically with Medicare.  Each EDI provider must sign the CMS standard EDI Enrollment Form and submit it to you before you accept the first electronic transaction for that provider.  You must verify the existence of a valid EDI Enrollment form at the front end, prior to acceptance of an electronic bill or any other EDI transaction from a provider.  This applies whether the provider submits transactions directly, or though a clearinghouse or other entity which has been issued an EDI submitter number. Notify third party agents that they are prohibited from submitting EDI transactions for customers/providers who have not yet filed a valid EDI Enrollment form with you.
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An organization comprised of multiple of components that have been assigned Medicare provider numbers may elect to execute a single EDI Enrollment Form on behalf of the organizational components to which such numbers have been assigned.  The organization as a whole is to be held responsible for the performance of its components.

The actual EDI Enrollment Form to be signed is as follows:


Electronic Data Interchange (EDI) Enrollment Form
The provider agrees to the following provisions for submitting Medicare claims electronically to CMS or to CMS's contractors.

A.
The Provider Agrees:

1.
That it will be responsible for all Medicare claims submitted to CMS by itself, its employees, or its agents. 

2.
That it will not disclose any information concerning a Medicare beneficiary to any other person or organization, except CMS and/or its contractors, without the express written permission of the Medicare beneficiary or his/her parent or legal guardian, or where required for the care and treatment of a beneficiary who is unable to provide written consent, or to bill insurance primary or supplementary, to Medicare, or as required by State or Federal law.

3.
That it will submit claims only on behalf of those Medicare beneficiaries who have given their written authorization to do so, and to certify that required beneficiary signatures, or legally authorized signatures on behalf of beneficiaries, are on file.

4.
That it will ensure that every electronic entry can be readily associated and identified with an original source document.  Each source document must reflect the following information:

o
Beneficiary's name,

o
Beneficiary's health insurance claim number,

o
Date(s) of service,


o
Diagnosis/nature of illness, and

o
Procedure/service performed.

5.
That the Secretary of Health and Human Services or his/her designee and/or the contractor has the right to audit and confirm information submitted by the provider and shall have access to all original source documents and medical records related to the provider's submissions, including the beneficiary's authorization and signature.  All incorrect payments that are discovered as a result of such an audit shall be adjusted according to the applicable provisions of the Social Security Act, Federal regulations, and CMS guidelines.

6.
That it will ensure that all claims for Medicare primary payment have been developed for other insurance involvement and that Medicare is the primary payer.

7.
That it will submit claims that are accurate, complete, and truthful.

8.
That it will retain all original source documentation and medical records pertaining to any such particular Medicare claim for a period of at least 6 years, 3 months after the bill is paid.
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9.
That it will affix the HCFA-assigned unique identifier number of the provider on each claim electronically transmitted to the contractor.  

10.
That the HCFA-assigned unique identifier number constitutes the provider's legal electronic signature and an assurance by the provider that services were performed as billed.

11.
That it will use sufficient security procedures to ensure that all transmissions of documents are authorized and protect all beneficiary-specific data from improper access.

12.
That it will acknowledge that all claims will be paid from Federal funds, that the submission of such claims is a claim for payment under the Medicare program, and that anyone who misrepresents or falsifies or causes to be misrepresented or falsified any record or other information relating to that claim that is required pursuant to this Agreement may, upon conviction, be subject to a fine and/or imprisonment under applicable Federal law.   

13.
That it will establish and maintain procedures and controls so that information concerning Medicare beneficiaries, or any information obtained from HCFA or its contractor, shall not be used by agents, officers, or employees of the billing service except as provided by the contractor (in accordance with §1106(a) of the Act).

14.
That it will research and correct claim discrepancies.

15.
That it will notify the contractor or HCFA within 2 business days if any transmitted data are received in an unintelligible or garbled form.

B.
The Health Care Financing Administration Agrees To:

1.
Transmit to the provider an acknowledgement of claim receipt.

2.
Affix the intermediary/carrier number, as its electronic signature, on each remittance advice sent to the provider.

3.
Ensure that payments to providers are timely in accordance with HCFA's policies.

4.
Ensure that no contractor may require the provider to purchase any or all electronic services from the contractor or from any subsidiary of the contractor or from any company for which the contractor has an interest.  The contractor will make alternative means available to any electronic biller to obtain such services.

5.
Ensure that all Medicare electronic billers have equal access to any services that HCFA requires Medicare contractors to make available to providers or their billing services, regardless of the electronic billing technique or service they choose.  Equal access will be granted to any services the contractor sells directly, indirectly, or by arrangement.

6.
Notify the provider within 2 business days if any transmitted data are received in an unintelligible or garbled form.
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NOTICE:
Federal law shall govern both the interpretation of this document and the appropriate jurisdiction and venue for appealing any final decision made by HCFA under this document.

This document shall become effective when signed by the provider.  The responsibilities and obligations contained in this document will remain in effect as long as Medicare claims are submitted to HCFA or the contractor.  Either party may terminate this arrangement by giving the other party (30) days written notice of its intent to terminate.  In the event that the notice is mailed, the written notice of termination shall be deemed to have been given upon the date of mailing, as established by the postmark or other appropriate evidence of transmittal.

C.
Signature:
I am authorized to sign this document on behalf of the indicated party and I have read and agree to the foregoing provisions and acknowledge same by signing below.  

Provider's Name         




Title         

Address        

City/State/Zip        

By

Title

Date

6-16.8
Rev. 1748

	04-02
	BILL REVIEW
	3601.6


3601.5
Information Regarding the Release of Medicare Eligibility Data--The CMS is required by law to protect all Medicare beneficiary-specific information from unauthorized use or disclosure. Disclosure of Medicare beneficiary eligibility data is restricted under the provisions of the Privacy Act of 1974.  The CMS’s instructions allow release of eligibility data to providers or their authorized billing agents for the purpose of preparing an accurate claim.  Such information may not be disclosed to anyone other than the provider, supplier, or beneficiary for whom the claim was filed.  In order to strengthen the security of this data and to protect the privacy of our Medicare beneficiaries, we have added some new safeguards to the existing guidelines.

We are limiting the way eligibility data is being accessed by network service vendors.  For information regarding network service vendors, review §3601.3.  You must give access to any network service vendor that requests access to eligibility data on behalf of providers as long as they adhere to the following rules:

· Each network service vendor must sign the new Network Service Agreement below;

· Each provider must be an electronic biller and must sign a valid Electronic Data Interchange (EDI) Enrollment Form;

· The provider must explain the type of service furnished by its network service vendor in a signed statement authorizing the vendor’s access to eligibility data; and

· The network service vendor must be able to associate each inquiry with the provider making the inquiry.  That is, for each inquiry made by a provider through a network service vendor, that vendor must be able to identify the correct provider making the request for each beneficiary’s information. 

3601.6
New Policy on Releasing Eligibility Data.--Beginning July 1, you must make the following changes.  All work must be completed by January 31, 2001.

A.
All providers and network service vendors must negotiate with an intermediary for access to eligibility data.  All contracts or business arrangements to access Medicare information made by providers and vendors with data centers must be terminated and renegotiated with the intermediary.

B.
All providers and network service vendors who are directly connected to data centers for eligibility access must be disconnected and rerouted through the intermediary’s front end software (which in some cases is operated at a data center location).


C.
If you have made special arrangements for network service vendors to enhance their services such as installing their own special software, creating special code, or modifying the HIQA or HUQA transaction data set, etc., then all existing special arrangements or codes must be discontinued.  You must migrate all vendors and providers to the regular non-customized online process.  You must not make any more special arrangements for providers or network service vendors.


D.
You will discontinue allowing vendors and providers to go to one fiscal intermediary (FI) to access all eligibility information.  Vendors and providers may receive access to eligibility data only from the intermediary that the provider has elected.  Vendors must submit eligibility requests on behalf of a given provider only to that provider’s own FI.

E.
When an inquiry enters into your system, you must be able to ensure that:

· An EDI agreement has been signed by the provider;

· A network service agreement has been signed by the vendor; and

· Each inquiry can be identified by provider.
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F.
You will use either the HIQA or HUQA data set as it is received from the common working file (CWF), or the ANSI X12 270/271 when it becomes available.  No other data, e.g., local history, etc., shall be substituted for CWF data.  Any Part A information that is accessed by Part A providers that is not coming directly from CWF must be terminated.

G.
Providers may use eligibility data only for the approved use of preparing accurate claims. Access to eligibility data must be limited to individuals who support this function.

3601.7 Advise Your Providers and Network Service Vendors.—Intermediaries must maintain current eligibility access information.  Providers must provide intermediaries written notice of any changes to their vendor contracts within 30 days of the effective date for the changes.  Contractual changes include, but are not limited to:


· Change in vendors;

· Vendor ceases operations;

· Vendor is purchased by, or merged/aligned with another vendor or organization;

· Change in services provided by a vendor; and

· Discontinued use of vendor services by a provider.


When a new provider/vendor contract is initiated, or an existing contract changes for any of the above reasons or another reason, written notification must be submitted to the appropriate contractors within 30 days of the effective date of the changes.


Notification includes vendor name and address identification and vendor tax identification number.


Notification may consist of the following:


· A new contract with termination notification for prior contract;

· Addenda to existing contracts; and

· Contract termination.


Intermediaries must contact all providers and network service vendors to advise them of these new procedures and their effective dates.


Intermediaries must remind providers that they must notify intermediaries when they change from one network service vendor to another, cease arrangements with a network service vendor, or leave the Medicare program.  Adjustments must be made to the intermediaries’ systems to reflect these changes.

3601.8
Network Service Agreement.--All current and new network service vendors must sign the following Network Service Agreement.  No network service vendor will be able to continue to service providers for eligibility access if this agreement is not signed.  Please add the following agreement to your existing contract:

All beneficiary-specific information is confidential and subject to administrative, technical, and physical safeguards to ensure the security and confidentiality of individually identifiable records. This includes eligibility information, claims, remittance advice, online claims correction, and any other transactions where individually identifiable information applicable to a Medicare beneficiary is processed or submitted electronically.

Criminal penalties are up to $50,000 and 1 year in prison for obtaining or disclosing protected health information; up to $100,000 and up to 5 years in prison for obtaining protected health information under false pretenses; and up to $250,000 and up to 10 years in prison for obtaining or disclosing protected health information with the intent to sell, transfer, or use it for commercial advantage, personal gain, or malicious harm.
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The word “it” when referring to a network service includes the employees of the service as well as the entities and individuals with whom the network service contracts.

The network service agrees that:

1.
It is has no ownership rights and is not a user of the data, but merely a conduit for transmission of data between users that have a need for the data and are already identified as legitimate users under a “routine use” of the system; that is, disclosure for purposes that are compatible with the purpose for which Medicare collects the information.  The CMS’s Internet Policy prohibits the transmission of health care information between Medicare carriers/intermediaries and providers over the Internet.  The CMS requires the use of private networks or dial-up connections between any provider/vendor and a Medicare contractor for the electronic transmission of all health care information.

2.
The data submitted to the network service by the contractor are owned by Medicare.

3.
It will not disclose any information concerning a Medicare beneficiary to any person or organization other than a.) an authorized Medicare provider making an inquiry concerning a Medicare beneficiary who is the provider’s patient, b.) CMS or c.) CMS carriers or intermediaries.

4.
It will promptly notify the contractor of any unauthorized disclosure of information about a Medicare beneficiary and will cooperate to prevent further unauthorized disclosure.

5.
The data will not be stored for any duration longer than that required to assure that they have reached their destination, and no more than 30 days for any purpose.

6.
It has identified to the contractor in writing any instances where it would need to view Medicare data in order to perform its intended tasks under the agreement.  It will not view the data unless it is absolutely necessary to perform its intended tasks.

7.
It will not prepare any reports, summary or otherwise, based on any individual aspect of the data content. Reports may be written, however, on data externals or summaries such as the number of records transmitted to a given receiver on a given date.

8.
It will guarantee that an authorized user may be deleted within 24 hours.  Other standards of performance, including, but not limited to, how quickly a user may be added to the network, must be specified in writing.

9.
No incoming or outgoing electronic data interchange (EDI) will be conducted unless authorization for access is in writing and signed by the provider, and each provider has a valid EDI enrollment form on file.

10.
It has the ability to associate each inquiry with the provider making the inquiry, but may not require the provider to send unique USERIDs and passwords within the 270 eligibility inquiry transactions, once legitimate access is established.

11.
It will furnish, upon request, documentation that assures the above privacy concerns are being met.

12. It understands the final regulation on Privacy and that the final regulation on Security

Standards for health information under the Health Insurance Portability and Accountability Act of 1996 will be forthcoming.  It will adhere to those regulations when they become effective.
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13. It will require its subcontractors, agents, and business associates to:


· Comply with all applicable current requirements of the Network Service Agreement as well as any future requirements or changes to the Network Service Agreement.

· Require their subcontractors, agents, and business associates to comply with all applicable current requirements of the Network Service Agreement as well as any future requirements or changes to the Network Service Agreement.


14.
The CMS does permit the transmission of protected health data between providers and other parties who are not Medicare contractors over the Internet if it is authenticated and encrypted. The CMS policy requires written notification of intent from organizations anticipating use of the Internet.  The CMS reserves the right to require the submission of documentation to demonstrate compliance with requirements, or to conduct on-site audits to ascertain compliance.
NOTICE:

Federal law shall govern both the interpretation of this document and the appropriate jurisdiction and venue for appealing any final decision made by CMS under this document.

This document shall become effective when signed by the network service.  The responsibilities and obligations contained in this document will remain in effect as long as electronic data interchange is being conducted with CMS or the contractor.  Either party may terminate this arrangement by giving the other party (30) days notice of its intent to terminate.

SIGNATURE:

I am authorized to sign this document on behalf of the indicated party and certify that I have read and agree to the forgoing provisions and acknowledge same by signing below.

Network Service Company Name

______________________________________________________________________________

Address

______________________________________________________________________________

City/State/Zip

______________________________________________________________________________

Signed By

______________________________________________________________________________

Title

______________________________________________________________________________

Date

______________________________________________________________________________

Contractor

______________________________________________________________________________

3601.8 Notification to Providers and Eligibility Verification Vendors-By May 1, 2002, intermediaries must notify eligibility verification vendors of these changes in a regularly scheduled provider bulletin or newsletter.
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3602.
FORMS AND FORMATS

3602.1
Electronic Media Claims (EMCs).--Develop automated system capabilities to receive EMC data from providers or their billing services in lieu of hard copy data for all bill types.  You must have the ability to receive EMC through remote data entry, CPU-CPU telecommunications, dial-up personal computer and magnetic tape.  Permit providers access to any technique you support as long as technical and program integrity requirements are met.  If cost efficient, you may support claims received via touch-tone phone and magnetic disk.  Apply the paper claims payment floor for these claims and report them as paper for workload purposes.  (See §3600.1 for payment floor thresholds.) Assist billers with transition from these media to a more efficient electronic media such as your free or at-cost Medicare personal computer software.  Do not prohibit claims submitters from using cost efficient telecommunications means by offering these options. 

Support transfers for Medicare using v.34 28.8kb or faster modems on the majority half of your asynchronous communications lines.  For asynchronous communications, you must support provider access through Transmission Control Protocol/Internet Protocol (TCP/IP), compliant with Internet Request for Comment (RFC) numbers 1122 and 1123, using Serial Line Internet Protocol (SLIP), or Point-to-Point Protocol (PPP).  For any Electronic Data Interchange (EDI) transfers over TCP/IP connections, you must support File Transfer Protocol (FTP) compliant with RFC 959.  FTP servers provide for user authentication, and therefore billing support, through userid/password mechanisms. Any security mechanism in addition to this must be submitted to HCFA for approval prior to implementation.  This instruction does not mean that you should retire any current protocols, unless the customer no longer uses them.  The instruction means any user should be able to use TCP/IP for asynchronous communication at any Medicare site.  The Internet may not be used for beneficiary or provider sensitive data at this time, except as expressly approved by HCFA as part of a demonstration project.


Provide asynchronous telecommunications to any requesting electronic biller.  You must offer data compression, either through the use of the v.34 28.8 or higher speed modem or through PKZIP version 2.04G, whichever the biller requests.  You must enable hardware compression support in their V.34 modems (the actual use is negotiated between your modem and the provider's modem at startup).  In addition, when hardware compression is used, it is possible for the effective data rate to the host system to be as much as four times the line rate (e.g., 4 times 28.8).  You should have adequate processing capacity to handle this amount of data for each connection.

You may not limit the number of claims or the number of providers in a single transmission for asynchronous traffic, although you may limit a single transmission to 10,000 claims if that is necessary for smooth operations.  Server capacity must be adequate to support simultaneous sustained file transfers from all configured communications lines.

You may not require providers to double-key.  If a provider or its billing service has its own system, can create HCFA standard formats, and can meet your technical requirements, e.g., protocol, line speed, you must accommodate CPU to CPU links.

In production, if a biller's ability to get bills past your consistency edits falls below 95 percent, you may return the entire submission for correction.  You must provide some kind of guidance regarding the nature and number of errors.  This may be in the form of error codes returned via electronic medium or by some other practical means.

An EMC claim is defined by its initial manner of receipt, including telecommunications and in some cases magnetic tape. When counting EMC for workload reporting, count only those EMC that you have processed to conclusion, not those you have received but have yet to process.  Roster bills received electronically in a supported Medicare format are also considered EMC for workload reporting purposes.

You must notify all providers and vendors with whom you exchange data electronically of all new Medicare formats or versions within 30 days of Medicare’s announcement.  You must distribute the specifications within that time frame.  You may do this by referring them to the HCFA website:  www.hcfa.gov/medicare/edi/edi.htm or by mail, or both.  This applies to all Medicare transactions.
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A.
Assessment of Provider EMC Capacity.--To maximize provider participation, periodically reassess the EMC potential of providers.  To the extent that it would be cost effective, encourage provider EMC.  Urge providers and billing services to convert to EMC.

B.
RO EMC Approval of Intermediary System.--The procedures you plan to use to support EMC are subject to RO approval.  Upon request, your RO will advise you of the information it requires.

3602.2
Requirements for Submission of EMC Data.--Accept and process claims reported by providers electronically if the claims adhere to the file and record formats and utilize the data sets in §3602.3.  You may not differentiate between a subsidiary of your parent organization, and direct billers or billing services regarding the format in which you will accept claims.  Accept the same formats from all submitters as long as they adhere to the file and record formats, and utilize the same data sets as specified in §3602.3. 

Accept claims submitted from all software packages (non-proprietary as well as proprietary) so long as the claims adhere to the HCFA file and record formats and utilize the data sets in §3602.3.  Do not refuse to receive otherwise acceptable claims simply because they were not generated by proprietary software.

A.
Requirements.--

1.
Initial Testing for New Submitters.--All submitters must electronically produce accurate claims.  Perform testing for any provider, or its billing service, that wishes to submit electronic bills.  All new submitters must send the contractor a test file containing at least 25 claims which are representative of their practice or service.  You may, based on individual consideration, increase or decrease the number of claims required to adequately test any given submitter.  Subject test claims to format and data edits as follows: 

o
Format testing validates the programming of the incoming file and includes file layout,  record sequence, numeric balancing, alpha-numeric/numeric/date file conversions, field values and relational edits.  Test filers must pass 100 percent of format edits before production is approved.  You may waive the 100 percent requirement where, in your judgement, the submitter will make the necessary correction(s) prior to submitting a production file.

o
Data testing validates claim-specific data required for processing, e.g., procedure/diagnosis codes, modifiers.  A submitter must demonstrate, at a minimum, a 95 percent accuracy rate in data testing before production is approved.  In determining the error rate, count a single claim as one regardless of the number of errors on it, e.g., a batch of 100 claims may contain no more than 5 claims with errors for successful testing, but the number of errors on each claim is not considered.  You may temporarily waive accuracy requirements for a submitter and allow claims to be submitted to production.  However, work with the submitter to increase claims accuracy to at least 95 percent.

Provide test results to the submitter within 3 business days. Develop a standard for turnaround time and publish it as part of your EMC specification/marketing package.  Apply the standard consistently to all submitters.

2.
Automatic EMC Approval.--Testing existing submitters for the  addition of new providers and/or providers new to electronic billing is not required when all of the following apply. (New providers must still follow Medicare provider enrollment procedures and complete an EDI agreement prior to submitting production EMC):

a.
For claims, the provider is in the same provider type category as other providers 
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for which the submitter has successfully tested.  Provider type categories are as follows:


Hospital and SNF Inpatient Part A

Hospital and SNF Inpatient Part B and Outpatient

HHAs

CORFs

ESRD

Hospice

All Other


b.
The submitter currently submits transactions of the same type (UB92 or X12 835 format) and version for at least five active providers. 


c.
The usual error rate for the submitter does not exceed 5 percent of the transactions as previously described in A1.


3.
Providing Edits.--Make available a detailed copy of your consistency edit specifications and billing procedures to all current and prospective electronic claims submitters (including providers, billing services,  and software vendors).


4.
Retesting and Timely Notice of Change.--Furnish, concurrently, any changes to these edits or in billing procedures, to all electronic claims submitters at least 30 days prior to the implementation date.  You may not favor those who submit bills through a subsidiary of your parent company with faster notice of changes and procedures.


Determine whether changes initiated by HCFA or you will require retesting, e.g., changes to the UB-92, X12 835 or telecommunications.   Once the submitter has demonstrated that the change is successfully implemented in their product or service, all existing clients may be migrated to the new release without testing.



Changes in the provider’s system which could affect the accuracy of their claims (e.g., software changes, status change from individual to shared billing) may also require retesting.  Vendors, billing agents, clearinghouses and value-added-networks (VANs) must also notify you when planning changes to their systems and discuss the need for testing. Upon such notification, you must work with the submitter and if necessary with the provider, vendor, clearinghouse, or VAN to determine the appropriate level of retesting.


5.
Control.--Account for all EMCs received.  Minimally, identify and report to the provider the claims received in each group/batch of claims it submitted.  Include the number of EMCs received in the workload report.  (See §3894.)  Once EMC submissions have passed the consistency edits, your system must have the capability to suspend and control claims in which errors are found, and re-associate corrective data with the suspended claims.  Additionally, to determine providers’ accuracy levels, maintain data on the number in which errors are found.  Where a submitter’s error rate rises above 5 percent in a month, notify the submitter in writing.  Provide the submitter a 30-day period to correct the problems before requiring testing for new providers.  Also, you may excuse additional testing for new providers if the cause for the error is outside the control of the contractor and the submitter (e.g., implementation of new system changes required by legislation without adequate time for preparation). 


6.
Retention.--Retain the bill records submitted exactly as submitted.  The media of retention is left to your discretion, so long as individual claims are readily accessible.  (For example, bills submitted on magnetic tape may be retained on microfilm or microfiche, rather than on the original reel of magnetic tape.)  Retain data for the same period that hardcopy claims are stored prior to microfilming, destruction, or Federal storage.  Store any paper forms, including error correction documents, that are subsidiary to the EMC data to ensure their retrieval, if necessary.
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7.
Claims Review.--Exercise the same vigilance and utilize the same criteria in performing medical necessity and coverage reviews as for hard copy claims for those bill types for which you are responsible.  The method of performing this review, whether automated, clerical, or a combination, is at your discretion (unless specified otherwise) so long as it complies with the requirements.  An example of an acceptable approach is utilization of an approved automated means of performing review on both hard copy and EMC, e.g., automated screens.

8.
Assignment of Benefits.--If a complementary claim is involved, the provider must indicate on the specific claim record whether payment of complementary benefits has been assigned by the beneficiary.


9.
Technical Assistance.--Provide all electronic bill submitters with the name and telephone number of a contact on your staff who can offer advice and technical assistance.

B.
Personal Computer Software Requirements.--Make available free  personal computer (PC) billing software to providers and billing services submitting claims or interested in submitting claims by means of a PC.  You may charge up to $25.00 per year to cover postage and handling for the free PC software.  Do not provide general purpose translators.  Prior to distributing the initial or updated versions, ensure that the software is "virus" free.  This software must contain, at a minimum, the following features:

o
Contractor-maintained basic front-line edits;

o
"User friendly" qualities including:

-
A low initial investment on the part of the provider;

-
Low ongoing maintenance costs;

-
Minimal effort for software installation and training for the provider;

-
Clear and understandable software documentation, including information about where to receive additional help, if necessary. 

-
The ability to prepare and send HCFA-approved EMC forms of paper attachments (as they are developed and approved).

Provide additional features if desired.  

C.
Millennium Ready Free Billing Software.--Revise your free software to ensure it is Y2K

compliant.  You are to test your Y2K compliant billing software to ensure that it performs successfully.  You are to complete testing of the software and make it available to providers who bill electronically no later than July 1, 1998.

D.
Interactive Terminal Requirements.--If you have the ability to offer an interactive terminal option, do not limit its access to a subsidiary of your parent company.  Offer it as an option to all bill submitters at a reasonable cost.  There will be no differentiation between what it costs those billing through the subsidiary and what it costs all other billers. 

1.
Provider Representative Certification.--The initial group of claims submitted to you must be accompanied by a covering letter, signed by the provider's representative.  (For hospitals and SNFs the appropriate representative is the administrator.)  The letter must include the following statement: "In submitting machine readable claims, I understand I am certifying that the required 
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patient signatures, or, where applicable, appropriate signatures on behalf of the patient, and required physician certifications and re-certifications (PRO certifications where applicable) are on file, and anyone who misrepresents or falsifies essential Medicare claims information, may, upon conviction, be subject to fine and imprisonment under Federal law."  The statement should be resubmitted annually, or upon a change in provider representative if that occurs first.

2.
Claims Submission.--Claims may be submitted individually or in periodic groups/batches at intervals mutually established between you and the provider.  Where limitations on frequency of billing are applicable (e.g., monthly billing for ESRD, HHA, or the therapies), providers must comply with established rules.

3.
Control.--Provider systems must have the capability to resubmit lost or garbled claims data or unreadable tapes, cassettes, floppy disks, or other medium used, and be able to re-associate data found to be in error with the original claim for correction and resubmission.

4.
Retention.--Providers must retain all applicable source data in accordance with existing requirements and make it available for periodic verification.

3602.3
 File Specifications, Records Specifications, and Data Element Definitions for EMC Bills.-

A.
Electronic UB-92 Claims Format.--The electronic UB-92 is a flat-file used to submit institutional claims electronically.  You must use and support the current and the previous versions of the electronic UB-92 for claims submission.  However, once all billers are on millennium ready claims (1/1/99) you may sunset all previous versions this one time.  The electronic UB-92 specifications are designed to meet the needs of Medicare as well as other private and government programs.

Effective October 1, 1998 for coordination of benefits (COB), support only the electronic UB-92 formats and the American National Standards X12N 837 COB standard formats for interchange between Medicare and other insurers with which you have trading partner agreements (TPA).  The purpose of the revised files and the 837 transaction is to bring further standardization to the electronic transfer of claims data between Medicare, Medicaid State agencies (MSA), Medigap insurers, and supplemental insurers.  The standard COB transaction consists of a Medicare standard UB-92 (refer to MIM, Part 3, Addendum A) and Medicare standard additional records (refer to MIM, Part 3, Addendum A) or a Medicare standard X12 837 and Medicare standard additional segments (refer to HCFA website: www.hcf.gov/medicare/edi/edi.htm). 

Support of the UB-92 electronic format requires you to have the capability to receive all records in the specification.  Compliance includes the "attachment records," record types (RT) 71-78.  These contain medical documentation data used for medical review.  This is not a requirement for providers to submit attachment records.  Unless your medical review policy or procedures, such as a development letter, require this data with claim data or independent of claim data, providers should not submit them to you.  The attachment records are designed to facilitate the electronic submission of data for medical review, but they are not required to be used by your medical review department. Receipt of these records by all contractors also facilitates coordination of benefits, and they should be included in any coordination of benefits crossover.

For asynchronous communications, you must accept the electronic UB-92 in 192 byte records.  Do not require the data to be broken down into 80 byte segments or any other deviation from the 192 byte format requirement.  For asynchronous traffic, Medicare flat files are self-enveloped, and the envelope provided should be the only one used.
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Within the nationally defined physical segments, where space permits, a portion is set aside for local use.  Local use fields are not to be used for Medicare.  The File and Record Formats are described in Addendum A.  The data elements are listed alphabetically and defined in Addendum B.  Addendum D contains the home health plan of treatment data definitions and codes.  Addendum E contains MCE edits.  Addendum F contains OCE edits.

B.
Millennium Readiness.--

1.
External Versus Internal Dates.--You will be receiving 6 or 8-digit dates from providers and vendors submitting the electronic UB-92 flat-file and the HCFA-1450.  You are required to store 8-digit dates in your claims processing system. 

2.
Contingency Planning.--Planning for possible millennium (Y2K) non-compliance of claim submission systems is of vital importance to the processing and payment of claims.  You are required to develop and implement a Y2K contingency plan no later than December 31, 1998.  You must develop an algorithm to convert six-digit dates (not birth dates) received on an incoming claim to eight-digit dates prior to passing the claim to your claims processing system.  This conversion should be embedded in a closed callable module/subroutine.  The subroutine should be designed so that it may be accessed by paper processing, and as a contingency accessed for electronic claims processing.

In addition to algorithms, you will need additional code to transfer all of the information received from a UB-92 version 4.0 or 4.1, or a non-millennium-ready 837 version 3051.3A.00, into a millennium-ready format that your claims process system will accept UB-92 version 5.0 or X12 837 version 3051.3A.01.  You must convert the six-digit dates to eight-digits and process and store the eight-digit format within your system.  Your standard system maintainer will provide you with this capability.

If you currently have an algorithm in place within your internal system, you are to use that algorithm. Otherwise, you are to develop an algorithm or you may use the following algorithm:

If the two-digit year is less than 65, then add 2000 to it, or if the two-digit year is 65 or greater add 1900 to it.  This will convert the six-digit date into an eight-digit date.  The number A65 comes from the fact that before that year there was little automation in health care.

If the converted date is a date in the future, as compared with the system date at the time of processing or the date the claim was received, plus one year, then subtract 100 from the converted date.  This will allow the processing of dates in the “near future,” although there may be cases where the “near future” is more than one year, such as the expiration date on a credit card.  In cases where the converted date is an extended “near future,” the one year could be changed to five years or more without significantly affecting the results.  Dates that accommodate “near future” conditions, such as “next appointment” or “card expiration” dates seldom go back more than 90 years in the past.  This algorithm cannot be applied for persons that are over 100 years old.  

EXAMPLES:

(1)
Current date is June 19, 1996

Date on the Claim

Algorithm Applied

Converted Date 
960101




((96>65) add 1900)

19960101

960701




((96>65) add 1900)

19960701 (date in the near 












future, OK)

980101




((98>65) add 1900)

19980101 (date in the near 


future, not OK then subtract 100)

18980101
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460101




((46<65) add 2000)

20460101 (date in the future,

not OK then subtract 100)

(2)
Current Date is June 19, 1999

Date on the Claim

Algorithm Applied

Converted Date
960101




((96>65) add 1900)

19960101

960701




((96>65) add 1900)

19960701

980101




((98>65) add 1900)

19980101

460101




((46<65) add 2000)

20460101 (date in the future, 











not OK then subtract 100)

19460101

000101




((00<65) add 2000)

20000101 (date in the near 


future, OK)

(3)
Current Date is June 19, 2000

Date on the Claim

Algorithm Applied

Converted Date
960101




((96>65) add 1900)

19960101

960701




((96>65) add 1900)

19960701

980101




((98>65) add 1900)

19980101

460101




((46<65) add 2000)

20460101 (date in the future, 











not OK then subtract 100)

19460101

00101




((00<65) add 2000)

20000101

Your Y2K contingency measure is to be used only when there are extenuating circumstances, such as when a claims submission system has not been tested by you for Y2K compliance.  In no case should the contingency plan be in operation for electronic claims more than six months after the December 31, 1998 cut-off date unless you have written permission from Central Office (CO). 

CO is the only entity that can grant an extension. 

Do not announce this contingency plan to your customers and do not publicize the plan in your provider bulletins.  

3.
Test and Production.--Begin biller testing for millennium-ready UB-92 and ASC X12 Medicare standard claims by July 1, 1998.  You must be in full production by December 31, 1998 with all billers.

C.
ANSI ASC X12 837 Health Care Claim Transaction Set.--Have in production the ability to receive the current and previous release of the American National Standards Institute (ANSI) Accredited Standards Committee X12 (ASC X12) 837 Health Care Claim (837) Transaction Set, and to translate the 837 into the UB-92 electronic flat-file for processing based on Medicare  Part A specifications for the ANSI ASC X12 837, which conforms to the ANSI X12 837 Draft Standard for Trial Use.  Maintain all X12 releases and sub-releases employed in  Medicare specifications, and retain all translation software versions indefinitely.  Refer to Medicare Part A Specifications of the ANSI ASC X12 837 for general processing instructions, flat-file and ANSI ASC X12 837 record formats and associated data dictionary.  If you need a copy of Medicare Part A Specifications for the ANSI ASC X12 837 download them from the HCFA website: www.hcfa.gov\medicare\edi\edi.htm. Distribute the specifications to all requesting providers as ASCII text, in commonly used commercial word processing packages or as hard copy.  Do not distribute the original program that generates the specifications.  Please refer to 3602.3 for a one-time sunset of non-millennium compliant electronic claims formats. 
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The 837 is a variable-length record designed for wire transmission and is not suitable for use in an applications program.  Only accept the 837 over a wire connection.  In most cases, you will need to translate, the 837 received from providers into the UB-92 electronic format for internal claims processing.  Translating claims data does not constitute processing a claim.  Each sender and receiver must agree on the blocking factor and/or other pertinent telecommunication protocols as detailed in the specifications.

For asynchronous communications, you must accept the ANSI X12 837 as a continuous byte stream or as a variable length record.  Do not require the data to be broken down into 80 byte segments or any other deviation from the variable length format or the continuous byte stream format.  For example, do not force submitters to create each segment as its own record by inserting carriage returns or line feeds.  For all X12 transactions, send only the Functional Acknowledgment Standard Format to all requesting providers in response to flat file submissions.  Have the ability to send the ANSI ASC X12 997 Functional Acknowledgment (997), as detailed in the specifications to providers who submit claims in the ANSI ASC X12 837 format.  Inform providers that it is their option to receive the 997.  You must return a 997, if requested by the provider, within one business day.  The ANSI X12 997 Functional Acknowledgment and the flat file Functional Acknowledgment Standard Format are the only acceptable formats to generate for providers upon their request. At the provider’s discretion, continue to use your local format functional acknowledgment (if any) in place of the flat file Functional Acknowledgment Standard Format when your local format contains claims status information, is millennium compliant, and can be generated by you within one business day from receipt of a file.

You are required to:

o 
Notify all billers of the new formats and asynchronous telecommunications capabilities available to them by means of your scheduled provider bulletins.  Immediately notify all providers regarding the implementation of the most current Medicare Part A ANSI ASC X12 837 and the availability of specifications;

o 
Issue Medicare Part A specifications for the most current and/or previous version of the ANSI ASC X12 837, and your technical interface specifications, to all providers within 3 weeks of request.  Interface specifications must contain sufficient detail that a provider can comply with them without buying a product offered only by you or your subsidiary.  Receive the 837 from providers over a wire connection.  Do not accept tapes or diskettes;
o 
Receive the 837 directly from providers or their designated billing services;

o 
Provide the most current and/or previous version of the Medicare Part A specifications for the ANSI ASC X12 837 to any biller that requests it, and to requesting Medicaid State agencies.  Distribute all changes to them within 3 weeks of the HCFA cover memorandum or issue date describing the changes; and  

o 
Provide assistance, at no charge, to providers who send the 837.  Work with providers to correct problems in transmission. 

Accept ANSI ASC X12 claims that conform to the Medicare Part A Specifications for the ANSI ASC X12 837.  Accept claims that contain data extraneous to the Medicare Part A Specifications for the ANSI ASC X12 format.  Do not reject claims solely on the basis of extraneous data although the data must comply with X12 syntax and coding standards.  Notify your billers that the only data collected is detailed in the Medicare Part A Specifications for the ANSI X12 837 format.  Electronic billers are responsible for the telecommunications costs of sending the 837.
Rev. 1780 
6-20.1

3602.4
BILL REVIEW
08-99


The maintenance of the file and record formats used for Medicare is the responsibility of HCFA’s Division of Health Care Information Systems Standards (DHCISS).  DHCISS consults with the ANSI ASC X12N 837 workgroup, the National Uniform Billing Committee (NUBC), and other industry groups to maintain these file and record formats.  You may not modify Medicare implementation guides’ requirements for these file and record formats in any way without express permission from DHCISS.
3602.4
Paper Bills. -- Form HCFA-1450 is used when EMC billing is not feasible.  (See instructions for review of the form in §3604.)  Form HCFA-1450 will not be revised to accommodate the new millennium.  (See instructions for millennium readiness §3602.3.)  You must convert to 8-digits for all UB-92 dates except for birth dates which already contain 8-digits. 

3602.5
Medicare Intermediary Standard Paper Remittance.-- Support only the Medicare Part A Standard Paper Remittance Advice.  If you need a copy of the specifications for the Medicare Part A Standard Paper Remittance Advice, request copies from your Regional Office (RO).  Distribute the specifications for the Medicare Part A Standard Paper Remittance Advice to all requesting providers.

3602.6
Electronic UB-92 Change Request Procedures.--Submit change requests on the electronic UB-92 Change Request Form (see Exhibit A).  Make sure to complete the form properly, and attach any necessary documentation.  You may also submit change requests for non-Medicare commercial operations.
Your responsibilities and those of the RO and CO are as follows:

A.
Intermediaries.--

o
Submit change requests to your RO EDI Coordinator;

o
Maintain a list of software vendors who request updates to the format;

o
Notify software vendors, Medicare providers/billers, and non-Medicare claims processors that request it of how they can obtain electronic or paper copies of the latest version of the UB-92.  You may charge a nominal fee to cover material and mailing costs of hard copies;

o
Implement releases;

o
Upon request by HCFA, review change requests and provide comments to HCFA; and

o
Upon request by  HCFA, provide technical support to the American National Standards Institute (ANSI) Accredited Standards Committee (ASC) X12 Subcommittee Health Insurance Task Group in the development and maintenance of the ANSI ASC X12 837 and 835 formats.

B.
CO.--
o
Evaluates new claims processing requirements for their affect on the Electronic UB-92,

o
Notifies RO EDI Coordinators in writing and in advance of pending releases;
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o
Distributes copies of the latest version of the Electronic UB-92 to the RO EDI Coordinators; and

o
Reviews change requests and coordinates changes for release.

C.
RO EDI Coordinator.--

o
Receives and responds to your questions and change requests;

o
Forwards change requests to the CO;

o
 Notifies you in advance of pending releases; and

o
Notifies you of updates to the Electronic UB-92.

Use Exhibit A to submit requests for changes to the Electronic UB-92.  Make sure that the form is completed properly.  Also, attach any documentation that may be necessary to further explain the request.  Complete the form as follows:

Line 1.--Enter the Region Number (e.g., Regions I-X) and the date of the request.

Line 2.--Enter your name/organization.

Line 3.--Enter the name of a contact person in your organization that can answer questions concerning the request.

Line 4.--Enter the contact person’s telephone number.

Line 5.--Enter the record type (record identifier) and field that you are requesting to be revised, deleted, or added.  Check the appropriate box to indicate whether this is a request to add a new field, delete a field, or revise an existing field.

Line 6.--Check the box to indicate at which level the field is/should be located.

Use the remainder of the form to describe the change request and the reason(s) for the change.  Also, include a discussion of the impact of the change, and attach any supporting documentation.

Indicate whether this change is the result of a HCFA mandate.
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EXHIBIT A


ELECTRONIC UB-92 CHANGE REQUEST FORM

1.  Region:__________________
Date:____________________

2.  Name/Organization:_________________________________________________________

3. Contact Person: _____________________________________________________________

4. Phone #: ___________________

__________________________________________________________________________________________________________________________________________________________

5.  Record Type & Field: ______________________ [   ] New [   ] Delete [   ] Revised

6. Level: [   ] File         [   ] Batch     [   ] Claim     [   ] Line Item
Description of Change Being Requested:

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Reason for Change:

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

Impact Statement: (Volume, lines of business involved, field attributes/values, definition, validation, etc.)

_______________________________________________________________________________________________________________________________________________________________________________________________________________________________________


ATTACH ANY DOCUMENTATION WHICH CLARIFIES THIS REQUEST

Is change request a result of a HCFA Mandate?   [   ] No     [   ] Yes


DO NOT COMPLETE THE FOLLOWING SECTION

Control Number: __________________

Final Disposition: [   ] Approved for Electronic UB-92 Release Date: ____________

       [   ] Denied

Remarks:

___________________________________________________________________________________________________________________________________________________________

NOTE:
Send this form to your RO EDI Coordinator. 
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3602.7
Medicare Standard Electronic Remittance.--Issue electronic remittance advice transactions to providers, their billing agents, their clearing houses or their Value Added Networks (VANS) in the ANSI ASC X12 835 format.  You may not issue electronic remittance advice (ERA) transactions for Medicare in a flat file format or in any other format.  Support the 835 version 3030M, 3051.3 and 3051.4A.01 until otherwise notified.  Providers or their electronic agents choose which of the versions they will receive when they elect receipt of ERAs. (See §3750.)


Transmit 835 transactions via wire in either EBCDIC or ASCII; do not use disks or tapes for routing of these transactions.  Providers and their electronic agents are not required to confirm receipt of 835 transactions, however, if a provider or electronic agent prefers to respond, the ANSI ASC X12 997 functional acknowledgment format must be used and you must be able to receive and process those 997 transactions.


As with claims information, you must also furnish providers and their electronic agents with advance notice of any changes that will impact the output they receive.  They must be allowed a minimum of 60 days to make relatively simple system modifications if needed to enable continued receipt and processing of data in the 835 format.  Up to 6 months advance notice may be needed if a provider or agent is required to upgrade to a new version.  Also as with claims, you must furnish providers or their electronic agents who are sent 835 transactions with the name and telephone number of a member of your staff who can be contacted in the event of a problem in receipt of the 835 data.


You must maintain an audit trail of data issued in an 835 transaction to enable you to reproduce the transaction for replacement or other purposes.


When a new format version or specification implementation guide is issued through HCFA, or correction is issued to previously released specifications by HCFA, distribute the specifications directly to requesting or impacted providers or their electronic agents as ASCII text, in commonly used commercial word processing files, as hard copy and/or on an electronic bulletin board or Web page which all your electronic remittance advice users can access without charge. All 835 versions you support must be available for electronic downloading, as an ASCII text transmission, in commonly used commercial word processing software file and/or as a hard copy, without charge to the provider or their electronic agent.


3602.8
Support of Non-Millennium Electronic Formats.--Continue to support the following non-millennium electronic transactions through the year 2000:


o
Coordination of Benefits (COB) - Local proprietary formats; UB-92 Electronic 4.0 COB; UB-92 Electronic 4.1 COB; X12N 837 V 3051 1A.CO (COB).  The decision on which format to use is at the discretion of your trading partners.  When a trading partner elects to use a non-millennium complaint COB format, ensure that they are aware of the availability of the millennium ready formats.


o
Remittance Advice - X12 835 version 3030.M and 3051.3.  Use of these formats/versions is at the provider’s discretion.


o
Eligibility Inquiry and Response - Continue to support the CWF HUQA/HIQA transaction.
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3603.
FREQUENCY OF BILLING

Inform providers about the frequency with which you can accept billing records and the frequency with which they may bill on individual claims.

In your requirements, consider your billing systems operations and bill review procedures, the provider's systems operations, and Medicare program and administrative requirements.

A.
Inpatient Billing.--Inpatient services in SNFs and non-PPS hospitals (i.e., excluded hospitals or units) may be billed upon discharge of the beneficiary or after 30 days, and every 30 days thereafter.  Permit more frequent billing if costs are not excessive (e.g., if the provider bills electronically).  Ensure that each bill includes all applicable diagnoses and procedures.  However, bills are not to include charges billed on an earlier claim.  The "From" date on the bill must be the day after the "Thru" date on the earlier bill.  Interim billing is not necessary for providers that receive periodic interim payments (PIP).  Therefore, do not permit them to interim bill.

PPS hospitals not receiving PIP may bill 60 days after an admission, if they choose, and every 60 days thereafter.  Subsequent bills must be in the adjustment bill format.  Each bill must include all applicable diagnoses and procedures.

Initial PPS interim claims must have a patient status code of 30 (still patient).  When processing interim PPS bills, use the bill designation of 112 (interim bill - first claim).  Upon receipt of a subsequent bill, cancel the prior bill and replace it with one of the following bill designations:

o
A 117 bill with a patient status of 30 (still patient); or

o
A 117 discharge bill with a patient status of either:

--
01
-
Discharged to home or self care;

--
02
-
Discharged/transferred to another short-term general hospital;

--
03
-
Discharged/transferred to SNF;

--
04
-
Discharged/transferred to an ICF;

--
05
-
Discharged/transferred to another type of institution (including distinct part), or referred for outpatient services to another institution;

--
06
-
Discharged/transferred to home under care of an organized home health service organization;

--
08
-
Discharged/transferred to home under care of a home IV drug therapy provider; or

--
20
-
Expired (or did not recover - Christian Science patient).

For interim PPS bills, send to the PRO in PROBILL and to CWF a debit only to adjust the prior bill with a bill type designation of 117 and an action code of 3, with the following:

o
A 117 bill with a patient status code 30 (still patient) and an action code of 1; or

Rev. 1753
6-21

3603 (Cont.)
BILL REVIEW
10-98

o
A 117 discharge bill with an action code of 1 and a patient status of one of the following:

--
01
-
Discharged to home or self-care;

--
02
-
Discharged/transferred to another short-term general hospital;

--
03
-
Discharged/transferred to SNF;

--
04
-
Discharged/transferred to an ICF;

--
05
-
Discharged/transferred to another type of institution (including distinct parts) or referred for outpatient services to another institution;

--
06
-
Discharged/transferred to home under care of organized home health service organization;

--
08
-
Discharged/transferred to home under care of a home IV therapy provider; or

--
20
-
Expired (or did not recover - Christian Science patient).

B.
Outpatient Billing.--Repetitive Part B services to a single individual must be billed monthly (or at the conclusion of treatment).  These instructions also apply to home health agency (HHA) and hospice services billed under Part A.  By doing so, bill processing costs are reduced for relatively small claims and in instances where bills are held for monthly review.  Examples of repetitive Part B services and HHA and hospice services billed under Part A with applicable revenue codes include:

Type of Service
Revenue Code(s)
DME Rental
290-299

Therapeutic Radiology
330-339

Therapeutic Nuclear Medicine
342

Respiratory Therapy
410-419

Physical Therapy
420-429

Occupational Therapy
430-439

Speech Pathology
440-449

Home Health Visits
550-599

Kidney Dialysis Treatments
820-859

Cardiac Rehabilitation Services
482, 943

Psychological Services
910-919 (in a psychiatric facility)

Where there is an inpatient stay, or outpatient surgery, during a period of repetitive outpatient

services, providers may submit one bill for the entire month if they use an occurrence span code 74 to encompass the in-patient stay or day of outpatient surgery.  This permits them to submit a single bill for the month and simplifies your review of these bills.  This is in addition to the bill for the inpatient stay or outpatient surgery.  Other one time Part B services may be billed upon completion of the service.  Bills for outpatient surgery must contain on a single bill all services provided on the day of surgery except kidney dialysis services, which are billed on a 72X bill type.  (Outpatient services furnished on a day other than the day of surgery must not be included on the outpatient surgical bill.)
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3603.2

See §3628 for clinical diagnostic lab services paid under the fee schedule when included with outpatient bills for other services.  

Periodically review bills from providers known to be furnishing repetitive services to determine if they are billing more frequently than proper.  Techniques you may use are:

o
Sample review of bills to determine if most are for a monthly period (by using from and thru dates or number of services).  This may be done manually or electronically. You may rely on informal communications from your medical review staff; and

o
Modification of your duplicate screens to detect bills that meet duplicate criteria except for billing period, but which fall in the same 30 day period.

Where providers bill improperly, attempt an educational contact.  If this fails, return bills with an explanation and request proper billing.

Be alert to situations where the treatment plan is completed or discontinued because the beneficiary dies or moves.

3603.1
Requirement That Bills Be Submitted in Sequence for a Continuous Inpatient Stay or Course of Treatment.--When a patient remains an inpatient of a SNF, non-PPS hospital, distinct part unit, swing-bed, hospice, or home health agency for over 30 days, the provider is permitted to submit a bill every 30 days.  (See §3603 for Frequency of Billing.)  Providers are instructed to bill their claims in sequence for each beneficiary they service.  Install edits to prevent acceptance of a continuing stay claim or course of treatment claim until you have processed the prior bill.  If you have not processed the prior bill, reject the bill to the provider with the appropriate error message.

When an out-of-sequence claim for a continuous stay or course of treatment reaches you, search your history for the prior bill.  Do not suspend the out-of-sequence bill for manual review, but search your system for an adjudicated claim.  If the prior bill is not in your history, reject the incoming bill with an error message requesting the prior bill be submitted first, if not already submitted, and the rejected bill only be resubmitted after the provider receives notice of the adjudication of the prior bill.  A typical error message follows:

Bills for a continuous stay or admission or for a continuous course of treatment must be submitted in the same sequence in which the services are furnished.  If you have not already done so, please submit the prior bill.  Then, resubmit this bill after you receive the remittance advice for the prior bill." 

3603.2
Need to Reprocess Inpatient or Hospice Claims in Sequence.--If a beneficiary, provider, or a secondary insurer notifies you that out-of-sequence processing has raised the liability of the beneficiary or a secondary insurer, verify this through your and CWF's records.  If true, cancel the previously processed bills for that spell-of-illness and reprocess all bills in the spell-of-illness or benefit period in sequence.  This may require coordination with another intermediary.  The CWF utilization record must be corrected to properly allocate full, coinsurance, and lifetime reserve days, as applicable.  The CWF utilization record must also be corrected to reflect the correct hospice periods.
This is an issue only when the beneficiary is an inpatient for more than 30 days (in the same or different facilities) during the spell-of-illness or benefit period.  This situation occurs most often when long-term care hospitals are involved.  For hospice claims, claims processed out of sequence must be reprocessed to maintain the integrity of hospice election periods.  If you are contacted by another intermediary, or any regional office (RO), cancel all affected claims and reprocess in accordance with the instructions from the lead intermediary or RO.
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If you are the lead intermediary, i.e., the one contacted by a provider, beneficiary, or other insurer to complain of improper payment as result of out-of-sequence billing, and another intermediary is also involved, coordinate actions with the second intermediary to cancel and reprocess the bills, as necessary.  For inpatient stays, once you have verified that the provider, beneficiary, or other insurer was adversely affected, coordinate these actions directly with any other affected intermediary, cancel any bills posted out-of-sequence, and request that the other intermediary also cancel any affected bills.  For hospice claims, once you verify that there was an out-of-sequence claim that would impact the hospice election period, coordinate these actions directly with any other affected intermediary, cancel any bills posted out-of- sequence, and request that the other intermediary also cancel any affected bills.  Both you and the other intermediary are to reprocess all bills based on the actual sequence of the beneficiary's stays at the various providers or on the actual sequence of hospice services.  You control the sequence in which the bills are processed and posted to CWF.

If you experience any difficulty with another intermediary, call your RO and arrange for them to coordinate with any necessary ROs for other affected intermediaries' bills.

This approach is to be used only when the beneficiary, provider, or other insurer has increased liability as a result of out-of-sequence processing or when the hospice election periods are incorrect. It is not to be used if the liability stays the same, e.g., if deductible is applied on the second stay instead of the first, but there is no issue with regard to the effective date of supplementary coverage.
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