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A3101.1  Elimination of the Private Room Subsidy.
A. General.--For cost reporting periods beginning after December 31, 1971 and before October 1, 1982, the program has paid the same amount for routine services (excluding intensive care type units) whether the patient had a medically necessary private room, a nonmedically necessary private room, a semiprivate room or ward accommodations (if use of ward accommodations was consistent with program purposes). Under section 111 of the Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA), Public Law 97-248, the program may ordinarily no longer allow as a reasonable cost the estimated amount by which costs incurred by a hospital or SNF for private room accommodations exceed the costs which would have been incurred by that hospital or SNF for semiprivate accommodations.  The program may allow this extra cost only where the use of those accommodations by a Medicare beneficiary is medically necessary.  Final regulations reflecting this provision have been issued effective for cost reporting periods beginning on or after October 1, 1982.  (47 F.R. 42676, September 28, 1982.)

Under the methodology for reimbursing for routine services for cost reporting periods beginning after December 31, 1971 and before October 1, 1982, the intermediary in most cases did not review a hospital's or SNF's  assertions regarding the medical necessity of a private room.  The only situation in which the intermediary previously made a determination regarding the medical necessity of a private room was the unusual one in which the hospital or SNF stated that the room was not medically necessary, informed the beneficiary (or his representative) that he would have to pay a specified private room charge differential, and the beneficiary disagreed and requested a determination. With the change in reimbursement guidelines effective for cost reporting periods beginning on or after October 1, 1982, intermediaries will now also have to review on a postpayment sample basis all other hospital and SNF allegations of the medical necessity of a private room.

B.
Provider Responsibility.--For cost reporting periods beginning on or after October 1, 1982, a hospital or SNF should submit an HCFA-1453 showing the charges for a private room as fully covered charges (see §3620, Item 19B for the way in which this is done) only if the private room was medically necessary under the guidelines in §3101.1B (Medical Necessity:  Need for Isolation) or §3101.1C (Medical Necessity: Admission Required and Only Private Rooms Available).  The provider must maintain the documentation needed to establish that the requirements of §3101.1B or §3101.C were met.

C.
Intermediary Review Process.--Contact the provider on a postpayment sample review basis with such frequency as seems appropriate, to obtain the provider's explanation of why a private room was medically necessary under the guidelines in subsection B, request any additional information or any documentation that may be needed, and determine whether the private room was in fact medically necessary in the cases reviewed.  If the postpayment sample review reveals erroneous allegations of the medical necessity of private rooms, do not attempt to recover the incorrect payments unless:
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1.
The purported basis for the medical necessity of the private room was the need for isolation but a physician did not order the private room; or

2.
The purported basis for the medical necessity of the private room was the nonavailability of semiprivate or ward accommodations but such accommodations were in fact available;

3.
The provider made some other obvious error in alleging the medical necessity of a private room.

Whether or not recovery is sought,  furnish the provider appropriate remedial training.  If this training fails to produce accurate provider determinations regarding the medical necessity of a private room, require the provider to attach the statement justifying the medical necessity of a private room to each HCFA-1453 that shows the charges for a private room as fully covered charges and make a case by case prepayment review of these billings.  This case by case review must continue until you find that the provider is making accurate private room determinations.

D.
When Charge for Private Room Differential is Permissible.--Denials of private room coverage are not subject to the waiver of liability provisions.  However, under section 1866(a)(2)(B)(i) of the Social Security Act, a provider may charge the private room differential described in §3101.1A for a nonmedically necessary private room only if the private room was requested by the beneficiary.  Where the provider alleges the medical necessity of a private room but you deny private room coverage on prepayment review, the provider may be considered to have furnished the private room at the request of the beneficiary, and may charge the private room differential, unless the allegation of medical necessity was made in obvious error.  If the allegation was made in obvious error, the provider may not be considered to have furnished the private room at the request of the beneficiary and may not charge the differential.  When you deny private room coverage in the postpayment sample review, the provider may never charge the differential, because you do not seek recovery unless the allegation of medical necessity was made in obvious error.

A provider may also charge the beneficiary the private room differential, as in the past, where the private room was requested by the beneficiary or his representative with knowledge of the charge and the provider shows the differential as a noncovered charge in the HCFA-1453.

E.
Notice and Correction of Bills.--If you deny private room coverage in a prepayment case by case review, correct the bill, notify the provider and advise the provider whether or not the provider may charge the beneficiary the private room differential under the rules described above. If a charge is permissible, notify the beneficiary of the denial, indicating his appeal rights.  If you deny private room coverage on postpayment sample review and seek recovery, correct the bill and remind the provider that no charge may be made for the private room differential.  In correcting bills, §3620, Item 19 B applies --paragraph 2 if a charge is permissible and paragraph 5 if a charge is not permissible.

F.
All-private Room Providers.--In an all-private room provider, the Medicare program continues to pay the full reasonable cost of a private room in all cases, and beneficiaries may not be charged any private room differential.
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