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Hospital Insurance (Part A) - Cash Deductible and Coinsurance
3201.
INPATIENT HOSPITAL DEDUCTIBLE

The patient is responsible for a deductible amount for inpatient hospital services in each benefit period.  For 1991, the amount of the deductible was set by law at $628.  For each year after 1991, the Secretary of Health and Human Services (HHS) is required to set the deductible and coinsurance amounts between September 1 and September 15 of the preceding year.  The deductible will be set at an amount equal to the deductible for the preceding year, changed by the same percentage as applies to PPS payment rates, and adjusted to reflect changes in real case mix.  The deductible and coinsurance amounts for the years through 1991 are shown in the chart in §3211.

The coinsurance amount is based on the deductible applicable for the calendar year in which the coinsurance days occur.  The deductible is satisfied only by charges for covered Part A services.  Expenses for covered services count toward the deductible on an incurred, rather than paid, basis. Expenses incurred in one benefit period cannot be applied toward the deductible in a later benefit period.  Expenses incurred in meeting the blood deductible do not count toward the inpatient hospital deductible.

A reduction in benefit days resulting from confinement in a psychiatric hospital, on and immediately preceding the date of entitlement, does not affect the amount of the deductible for which the patient is responsible.  (See §3104.)

If the actual charge is less than the deductible and the customary charge, apply the customary charge to the deductible.  (See §3l0l.lG for a definition of customary charges.)

A beneficiary is not responsible for payment of the deductible for a stay if the provider has been determined to be liable because the care was not medically necessary or because the care provided was custodial.  (See §§3446, 3624 and 3625.)
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3203.
COINSURANCE

A.
Inpatient Services.--In each benefit period, the patient is responsible for coinsurance amounts equal to:

o
One-fourth of the inpatient hospital deductible for each day of inpatient hospital services from the 61st through the 90th days;

o
One-half of the inpatient hospital deductible for each lifetime reserve day (the 91st through the 150th days of inpatient hospital services); and

o
One-eighth of the inpatient hospital deductible for each day of extended care services from the 21st through the 100th days.  A beneficiary is not responsible for payment of the coinsurance for a stay if the provider has been determined to be liable because the care was not medically necessary or because the care provided was custodial.


Use the chart in §3211 to determine the applicable coinsurance amounts for 1986-1991.

Where the actual charge to the patient for the 61st through the 90th days of inpatient hospital services is less than the applicable coinsurance amount, the coinsurance is the actual charge per day. Where the actual charge to the patient for lifetime reserve days is less than the coinsurance amount for those days, the beneficiary may be deemed to have elected not to use the days because he/she would not benefit from their utilization.  (See §3106.2.)

B.
Durable Medical Equipment (DME) Furnished as a Home Health Benefit.-The patient is responsible for 20 percent of the reasonable charge for DME furnished as a home health benefit.  (Payment to the HHA is the lesser of the reasonable cost or customary charge less the coinsurance. Payment may not exceed 80 percent of the reasonable cost.)

3206.
BASIS FOR DETERMINING THE COINSURANCE AMOUNTS

The applicable inpatient deductible is the one in effect during the calendar year in which the patient's benefit period begins (i.e., in most cases, the year in which the first inpatient hospital services are furnished in the benefit period).  Except for 1989, the coinsurance amount is based on the deductible applicable for the calendar year in which the coinsurance days occur.
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1986
  492
     123
    246
  61.50

1987
  520
     130
    260
  65.00

1988
  540
     135
    270
  67.50

1989
  560
     0(1)
    0(1)
   0(2)

1990
  592
     148
    296
  74.00

1991
  628
     157
    314
  78.50

(1) Coinsurance was not charged for inpatient hospital care in CY 1989 due to Catastrophic Coverage; the deductible was applied.

(2) Under Catastrophic coverage, a coinsurance payment of $25.50 was due for day 1-8 of SNF care.  No SNF coinsurance was due after day 8 in 1989.
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Supplementary Medical Insurance (Part B)
3212.
SUPPLEMENTARY MEDICAL INSURANCE INCURRED EXPENSES

The supplementary medical insurance (SMI) plan includes coverage for expenses incurred for:

o
Physicians' services, including surgery, consultation, home office, institutional visits, and services and supplies furnished incident to a physician's professional service;

o
Outpatient hospital services furnished incident to physicians' services;

o
Outpatient diagnostic services furnished by a hospital;

o
Outpatient physical therapy (OPT), outpatient occupational therapy (OOT), and outpatient speech pathology (OSP) services;

o
Diagnostic X-ray tests, laboratory tests and other diagnostic tests;

o
X-ray, radium, and radioactive isotope therapy;

o
Surgical dressings, splints, casts, and other devices used for reduction of fractures and dislocations;

o
Rental or purchase of DME for use in the patient's home;

o
Ambulance services;

o
Prosthetic devices which replace all or part of an internal body organ;

o
Leg, arm, back, and neck braces, trusses, and artificial legs, arms, and eyes;

o
Pneumococcal vaccine and its administration; 

o
Hepatitis B vaccine and its administration; 

o
Blood clotting factors for hemophiliac patients and their administration;

o
Certain medical supplies used in connection with home dialysis delivery systems;

o
ESRD composite rate for all outpatient maintenance dialysis items and services;

o
Antigens prepared by a physician;

o
Oral health clinic services;

o
Comprehensive outpatient rehabilitation facility (CORF) services;
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o
Ambulatory surgical center (ASC) services furnished in connection with certain surgical procedures; 

o
Services furnished in an HMO by a clinical psychologist, a physician assistant, or nurse practitioner, and services and supplies furnished incident to such services; and

o
Unlimited home health visits and outpatient hospital services.

Payment may not be made under Part B for services furnished an individual entitled to have payment made for those services under Part A, e.g., if the expenses incurred were to satisfy a Part A deductible or coinsurance amount, or if payment would be made under Part A except for the lack of request for payment or physician certification.

3213.
PART B ANNUAL DEDUCTIBLE

In each calendar year, a cash deductible must be satisfied before payment can be made under SMI. (See §3215 for exceptions.)

o
As of January 1, 1991, the deductible is $100.


o
From 1982 through 1990, the deductible was $75.

Expenses count toward the deductible on the basis of incurred, rather than paid expenses, and are based on reasonable charges.  Noncovered expenses do not count toward the deductible.  Even though an individual is not entitled to Part B benefits for the entire calendar year (i.e., insurance coverage begins after the first month of a year or the individual dies before the last month of the year), he or she is still subject to the full deductible for that year.  Medical expenses incurred in the portion of the year preceding entitlement to medical insurance are not credited toward the deductible.

The date of service generally determines when expenses were incurred, but expenses are allocated to the deductible in the order in which you receive the bills.  Services which are not subject to the deductible cannot be used to satisfy the deductible.

32l4.
PART B COINSURANCE

After the deductible has been satisfied, providers will generally be paid the lesser of the reasonable costs or the customary charges, less 20 percent, but no more than 80 percent of the reasonable costs. Physicians and other suppliers will be paid 80 percent of the reasonable charges incurred during the balance of the calendar year.  The patient is responsible for a coinsurance amount equal to 20 percent of the reasonable charges for the items and services.  (See §3215 for exceptions.)

Rev. 1562
3-68.3

3215
DEDUCTIBLES AND COINSURANCE AMOUNTS
02-92

3215.
EXCEPTIONS TO ANNUAL DEDUCTIBLE AND COINSURANCE

The 20 percent coinsurance does not have to be met with respect to the purchase of used DME, including DME furnished as a home health benefit, if the charge does not exceed 75 percent of the reasonable charge of new equipment.

Neither the annual deductible nor the 20 percent coinsurance apply with respect to:

o
Services are exempt from the deductible and coinsurance only if the physician agreed to accept assignment for all radiology or pathology physician services furnished to hospital inpatients;

o
Part B home health services, except that there is a coinsurance of 20 percent of the reasonable charge for DME furnished as a home health benefit;

o
Clinical diagnostic laboratory tests (including specimen collection fees) performed or supervised by a physician, laboratory, or other entity paid on an assigned basis;

o
Certain surgical procedures performed by a physician in an ambulatory surgical center or outpatient department of a hospital;

o
Ambulatory surgical services in an ambulatory surgical center;

o
Pneumococcal vaccine and its administration; and

o
Services or items denied as medically unnecessary. (See §3446.)


NOTE:
Services which are not subject to the deductible cannot be used to satisfy the deductible.
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3216.
APPLICATION OF DEDUCTIBLE AND COINSURANCE IN LIMITATION OF 



LIABILITY AND INDEMNIFICATION SITUATIONS


Under §1879 of the Act, a beneficiary is not responsible for payment of the Part B deductible or coinsurance for items or services that are neither reasonable and necessary to diagnose or treat the illness or injury, nor to improve the functioning of a malformed body member.  If the provider knew, or should have known, that Medicare considered such services medically unnecessary, but failed to inform the beneficiary before furnishing them, the provider is held liable for their cost.  (See §§3446 and 3624-3625.1.)  If the beneficiary made payment for such items or services, he/she can be indemnified for them.


Do not credit a beneficiary's payment records for any deductible or coinsurance amounts made for medically unnecessary items or services unless a subsequent indemnification investigation establishes beneficiary liability, or clears both the beneficiary and the provider of liability.  If Part B payment is subsequently approved under the limitation of liability provision, the coinsurance and any deductible is credited upon payment.  Credit the deductible and coinsurance and charge the payment record when the beneficiary is found liable for medically unnecessary services even though Part B payment is denied.


Credit the beneficiary's payment record with any deductible and coinsurance related to other items or services on a multiple line item bill for which payment can be made.
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Blood Deductibles (Part A and Part B)
3235.
BLOOD DEDUCTIBLES

3235.l
Part A Blood Deductible.--Program payment may not be made for the first 3 pints of whole blood or equivalent units of packed red cells received by a beneficiary in a benefit period.  However, payment may be made for blood processing (i.e., administration, storage) beginning with the first pint or unit in a benefit period. 

The Part A blood deductible applies only to the first 3 pints of blood furnished in a benefit period, even if more than one provider furnished blood.  The Part A and Part B blood deductibles are applied separately.  The blood deductibles are in addition to any other applicable deductible and coinsurance amounts for which the patient is responsible.

To be covered as a Part A service and count toward the blood deductible, the blood must be furnished on a day which counts as a day of inpatient hospital or extended care.  (See §§3l07 and 3l37.)  Thus, blood is not covered under Part A and does not count toward the Part A blood deductible when furnished to an inpatient after he has exhausted his benefit days in a benefit period, or where the individual has elected not to use lifetime reserve days.  However, where the patient is discharged on his first day of entitlement or on the provider's first day of participation, the provider is permitted to submit a bill with no accommodation charge, but with ancillary charges including blood.  

3235.2
Part B Blood Deductible.--Where blood is furnished on an outpatient basis, it is subject to a Part B blood deductible applicable to the first 3 pints of whole blood or equivalent units of packed red cells received by a beneficiary in a calendar year.  It should be noted that payment for blood may be made to the hospital under Part B only for blood furnished in an outpatient setting. 

The Part B blood deductible applies only to the first 3 pints of blood furnished in a calendar year, even if more than one provider furnished blood.  The Part A and Part B blood deductibles are applied separately.  The blood deductibles are in addition to any other applicable deductible and coinsurance amounts for which the patient is responsible.

3235.3
Items Subject to Blood Deductibles.--The blood deductibles apply only to whole blood and packed red cells.  The term whole blood means human blood from which none of the liquid or cellular components have been removed.  Where packed red cells are furnished, a unit of packed red cells is considered equivalent to a pint of whole blood.  Other components of blood such as platelets, fibrinogen, plasma, gamma

3-70
Rev. 1562

10-79
DEDUCTIBLES AND COINSURANCE AMOUNTS
3235.4
globulin, and serum albumin are not subject to the blood deductible.  However, these components of blood are covered as biologicals (see §3103.3).)

3235.4
Obligation of the Beneficiary to Pay for or Replace Deductible Blood.-A provider may charge the beneficiary or a third party its customary charge for whole blood or units of packed red cells which are subject to either the Part A or Part B blood deductible, unless the individual, another person, or a blood bank replaces the blood or arranges to have it replaced.

A.
Replacement.--For replacement purposes, a pint of whole blood is con​sidered equivalent to a unit of packed red cells.  A deductible pint of whole blood or unit of packed red cells is considered replaced when a medically acceptable pint or unit is given or offered to the provider or, at the provider's request, to its blood supplier.  Accordingly, where an individual or a blood bank offers blood as a replacement for a deductible pint or unit furnished a Medicare beneficiary, the provider may not charge the beneficiary for the blood, whether or not the provider or its blood supplier accepts the replacement offer.  Thus a provider may not charge a beneficiary merely because it is the policy of the provider or its blood supplier not to accept blood from a particular source which has offered to replace blood on behalf of the benefi​ci​ary.  However, a provider would not be barred from charging a beneficiary for deductible blood, if there is a reasonable basis for believing that replacement blood offered by or on behalf of the beneficiary would endanger the health of a recipient or that the prospective donor's health would be endangered by making a blood donation.  Once a provider accepts a pint of replacement blood from a beneficiary or another individual acting on his behalf, the blood is deemed to have been replaced, and, the beneficiary may not be charged for the blood, even though the replacement blood is later found to be unfit and has to be discarded.

When a provider accepts blood donated in advance, in anticipation of need by a specific beneficiary, whether the beneficiary's own blood, that is, an auto​logous donation, or blood furnished by another individual or blood assurance group, such donations are considered replacement for pints or units subse​quently furnished the beneficiary.

B.
Adjustment of Provider's Cost Reimbursement to Reflect Deductible Amounts Collected.--At the end of the year when program reimbursement for blood is being computed, the cost of all unreplaced deductible and unreplaced nonde​duc​ti​ble blood supplied will be reduced by the amount the provider collected from beneficiaries or other parties for unreplaced deductible pints.  If more blood is donated by, or on behalf of, a beneficiary than is needed for full replacement on a pint-for-pint or unit basis, the value of the excess blood is not deducted from the amount payable to the provider.  But, such donations would tend to reduce the cost of blood to the provider.
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3235.5
Distinction Between Blood Costs and Blood Processing Costs.--Since the blood deductible applies only to blood costs, and does not apply to blood processing costs, it is necessary that providers distinguish between those two costs for purpose of Medicare cost reporting in accordance with the following rules:

A.
Blood Costs.--In general, a provider's blood costs will consist of amounts it spends to procure blood, including:

1.
The cost of such activities as soliciting and paying donors and drawing blood for its own blood bank, and

2.
Where a provider purchases blood from an outside blood source (e.g., a commercial or voluntary blood bank or a blood bank operated by another provider) an amount equal to the amount of credit which the outside blood source customarily gives the provider if the blood is replaced.

B.
Blood Processing Costs.--In general, a provider's blood processing cost will consist of amounts spent to process and administer blood after it has been procured, including:

1.
The cost of such activities as storing, typing, cross-matching, and transfusing blood,

2.
The cost of spoiled or defective blood, and

3.
Where a provider purchases blood from an outside blood source, the portion of the outside blood source's blood fee which remains after credit is given for replacement; i.e., the amount which cannot be credited or rebated by replacement of the blood.  Thus, where an outside blood source charges the provider the same amount, whether or not the blood is replaced, the entire blood fee is a blood processing cost to the provider.

NOTE:
The above rules for distinguishing blood costs and blood processing costs where blood is obtained from an outside blood source apply only where the source charges the same for blood furnished Medicare benefi​ci​aries as it charges for blood furnished nonbeneficiaries and gives the same credit for blood which is furnished Medicare beneficiaries as for blood which is furnished nonbeneficiaries.

Where an outside blood source charges providers more for blood furn​ished Medicare beneficiaries than for blood furnished nonbeneficiaries, or gives a larger credit for blood replaced by nonbeneficiaries than it gives for blood replaced by beneficiaries, the program will use only the lower charge and higher credit as a basis for determining the pro​vider's reasonable cost for blood furnished by that particular blood source.
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EXAMPLE:
The XYZ Blood Bank operates a blood assurance plan under which it does not charge for blood furnished members of the plan, unless the member is a Medicare beneficiary, in which case a charge is made only for nondeductible pints.  It charges for all blood furnished nonmembers of the plan regardless of their Medicare status. Since the XYZ Blood Bank charges hospitals for blood furnished members who are Medicare beneficiaries, but does not charge where the mem​ber is not a Medicare beneficiary, providers serviced by XYZ are paying more for blood furnished to members who are Medicare benefi​ci​aries than for blood furnished nonbeneficiaries. Accordingly, amounts which providers pay the XYZ Blood Bank for blood furnished to Medicare beneficiaries who are members of the blood bank's blood assurance plan may not be recognized as a reasonable cost, nor may providers charge Medicare beneficiaries for such blood since blood is a covered inpatient hospital service.  However, since the blood bank charges the same amount for blood furnished to all nonmembers of its blood assurance plan (i.e., whether or not the nonmembers are entitled to Medicare), reimbursement may be made to hospitals for blood furnished by the blood bank to nonmembers who are Medicare beneficiaries.

3235.6
Blood Furnished to an SNF Patient.--Extended care services covered under Part A include unreplaced blood (after satisfaction of the three pint blood deductible) and processing costs beginning with the first pint.  However, blood transfusions are ordinarily performed by hospitals and not by SNF's.  Thus, in the usual case, where an SNF patient needs blood, a participating hospital will provide the blood and the laboratory services and perform the transfusion for the SNF.  In such a case, the hospital's charge for such blood and services is a blood cost and/or a blood processing cost to the SNF (see §3235.5 for rules for distinguishing between blood costs where blood is obtained from an outside source).  The SNF's charges to the beneficiary must be in accordance with §3235.4. (Note:  Ambulance transportation of the patient between the hospital and SNF for the purpose of obtaining a blood transfusion is covered under Part B if the conditions for coverage of ambulance services are met.  See §3114.)

In the unusual situation where the SNF stores, cross-matches, or types blood, rather than having this done by a qualified hospital or independent laboratory, the SNF must, as a condition of participation, meet Standard (j) of section 405.1028 of the Regulations on Conditions of Participation for Hospitals.  Where the SNF only transfuses blood to inpatients, it would be required to meet only factors (l), (3), (4), (6) and (9) of section 405.1028(j).  (See section 405.1128 of Regulations on Conditions of Participation for Skilled Nursing Facilities.)  (42 CFR 405, Subpart K.)
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