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Additional Case Review Activities
4200.
INTRODUCTION

When you receive a mandatory review case (§4000), in addition to performing basic case review (§4100), you may also determine whether to perform the following fee-for-service (FFS) and Medicare+Choice (M+C) case review activities:

o
Outlier review (see NOTE in §4210);

o
Ambulatory surgery review;

o
Limitation on liability determinations;

o
Readmission review; and

o
Transfer review.

4210.
OUTLIER REVIEW

You are authorized to perform outlier review as specified at §1886(d)(A)(5)(i and ii) of the Act and 42 CFR 476.71(a)(7).  Outliers are defined as those cases that have either an extremely long length-of-stay (day outlier) or extremely high costs (cost outlier) when compared to most discharges classified in the same DRG (42 CFR 476.1).  Outlier review is not performed for M+C organization cases or in PPS waivered/excluded areas/hospitals.  In these areas/hospitals, length-of-stay review is performed (see §4120). 

NOTE:
Perform day outlier reviews only for discharges occurring during fiscal years ending on or before September 30, 1997.

A.
Day Outlier Review.--Day outlier cases occur automatically at a specified point in time for each DRG.  Eligibility for this additional Medicare payment is automatic, and the hospital need not request it.  Day outlier cases are identified as cases where the length-of-stay exceeds the outlier cutoff, or threshold, for the assigned DRG.  A case becomes an outlier on the day after the threshold day of the assigned DRG.  (See 42 CFR 412.82.)

Cases identified as day outlier cases may lose or change their day outlier status if, as a result of review, the DRG assignment is changed and a new threshold is assigned, or if the outlier (or other) days are not approved.  Perform all reviews (admission, quality, invasive procedure, coverage, DRG validation, documentation, and discharge) for day outlier cases whether or not the case is confirmed as an outlier.

Factors that may result in an inconvenience to a patient or family do not, by themselves, justify a prolonged stay in the hospital.  When such factors affect the patient's health, consider them in determining whether continued inpatient hospitalization was appropriate.  You may determine that inpatient care rather than outpatient care was required only if the patient's medical condition, safety or health would have been significantly and directly threatened had care been provided in a less intensive setting.  Without accompanying medical conditions, factors that may have caused the patient inconvenience in terms of time and money needed to care for the patient at home or for travel to a physician's office, or which may have caused the patient to worry, do not justify a continued hospital stay, or justify your approval of a higher-than-necessary level of care.
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Conduct review for the level of care between the admission and the day the outlier threshold is met, as well as each day beyond the threshold.  Consider the following in your review determination:

o
If the admission was not medically necessary and appropriate (i.e., no covered inpatient hospital care was needed or delivered during the stay), deny the admission.

o
If the admission was medically necessary and appropriate, but an acute level of care was not required for some days of this stay, deny these noncovered days up to the amount of days above the outlier threshold.  For appropriately admitted cases, charges for denied days cannot be used to reduce the DRG payment portion.  Noncovered days are carved out of the outlier payment, not to exceed the number of days that occur after the day outlier threshold.  (See 42 CFR 412.82 (d).)

o
If the case is still an outlier after DRG validation, determine if all days in the stay were medically necessary and at an appropriate level of care.  You may determine that continued inpatient hospitalization was unnecessary and that outpatient care (e.g., in a nursing home) would have been equally effective in providing needed care without posing a threat to the safety or health of the patient.

o
If there is a three-day qualifying stay, approve days awaiting placement in a skilled nursing facility (SNF), and include them in calculating outlier status if the patient was receiving a Medicare-covered SNF level of care for the days in question  and the record documents that Medicare SNF placement was being sought.  (Days when a patient is awaiting a mental assessment needed for nursing home placement are considered as "days awaiting placement, no bed availability" so long as the patient is receiving at least a SNF level of care.)

NOTE:
Verify that the hospital made a genuine effort to place the patient in a SNF within the normal out placement area as defined by local community standards.  Although there are no specific guidelines for "placement area" or frequency with which the hospital must determine availability, there are general guidelines in the Medicare Intermediary Manual (MIM), Part 3, §3421.1.

B.
Cost Outlier Review.--Cases identified as cost outlier cases may lose or change their cost outlier status if, as a result of review, the DRG assignment is changed.  Perform all reviews (admission, quality, invasive procedure, coverage, DRG validation, documentation, and discharge) for cost outlier cases whether or not the case is confirmed as an outlier.

For cost outlier cases, the hospital must provide a copy of the itemized bill and medical records for review.  The itemized bill must be sufficiently detailed for you to identify each item or service billed. If, after DRG validation is complete, the case still meets cost outlier criteria, use the appropriate medical records plus the itemized bill to determine that all services (including each day of care) provided were medically necessary and appropriate and that the services billed were:

o
Not duplicatively or erroneously billed;

o
Actually furnished; and 

o
Ordered by the physician.

When reviewing cost outlier cases, be alert to certain items such as combined billing.  HCFA does not allow payment for combined billing (i.e., physician charges and inpatient charges) on the inpatient bill.  The physician charges are to be included on a separate Part B billing.  If you identify physician charges on the cost outlier bill (e.g., radiologist fees for reading x‑rays), deny these charges.  These are technical denials (i.e., not based on medical necessity and appropriateness).
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When you have a hospital that bills a flat per diem rate (i.e., an all inclusive rate hospital) and, therefore, does not have itemized charges, contact the RO to verify that the hospital does, in fact, bill on an all‑inclusive rate basis and does not have individual charge data available.  Once verified, the cost outlier review requirements that follow apply for the all‑inclusive rate hospital:

o
Review for medical necessity and appropriateness of the admission;

o
Review for medical necessity and appropriateness of each day of the stay for cost outlier cases from these hospitals;

o
Deny noncovered days and carve the per diem charges out of the outlier payment;

o
Send notices of such denials to the beneficiary, hospital, physician, intermediary, and carrier (if appropriate); and  

o
Apply limitation on liability provisions to admission denials and denials of days, where appropriate.

Deny as noncovered care services that are duplicatively or erroneously billed, not furnished, and/or not ordered by the physician.  These denials do not constitute initial determinations requiring notice to beneficiary, and are not subject to the limitation on liability and reconsideration provisions.  Send a notice explaining such denials of costs to the hospital, intermediary and carrier, if appropriate.

C.
Day and Cost Outlier Relationship.--When the intermediary identifies a claim (case) as both a day outlier and a cost outlier, the PRICER (the intermediary's computer program) selects the higher payment amount.  In cost outlier cases, after the intermediary notifies the hospital of the adjustment, the hospital has the option of declining the cost outlier.  However, if your review has resulted in denied costs that reduce the total cost below the cost outlier threshold, and the claim (case) is above the day outlier threshold, send the adjustment request to the intermediary.  The intermediary will process the adjustment and either pay the provider or hold back money on another claim.

4220.
AMBULATORY SURGERY REVIEW

Section 1154(d) of the Act requires PRO contracts to include review of procedures on HCFA's Ambulatory Surgical Center (ASC) lists.  Review procedures performed in ASC and hospital outpatient settings.

Review each procedure performed as follows:

o
When there is sufficient information in the medical record to determine the medical necessity and appropriateness of a procedure, the nonphysician reviewer either approves the case or sends the case to the physician reviewer to make a determination, as appropriate.  Proceed with the utilization and quality review process.

o
If the procedure is not medically necessary, deny the procedure.  This determination is also a confirmed quality concern.

o
In the case of  medically necessary surgery, if care furnished does not meet acceptable standards of medical care, confirm that a quality concern exists and follow the integrated review process.  (This review includes a determination that, based upon information available before the procedure was performed, the procedure should have been performed in a more intensive setting (i.e., inpatient hospital).)  If the non-physician reviewer determines the care represents a potential quality concern, he/she refers the case for physician review.  If the physician reviewer determines the care to be appropriate, no further quality review action is required.
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NOTE:
It is not appropriate for you to determine that a surgical procedure on the ASC list could have been performed in a lesser setting.  The ASC list excludes procedures that are commonly performed or may be safely performed in physicians' offices.

You are not required to specifically review ancillary services furnished in conjunction with ambulatory surgery claims.  You have the authority to deny such services if you identify medically unnecessary ancillary services in the course of review.  If surgery was medically unnecessary, deny the medically unnecessary ancillary services.

Requirements for requesting medical records, using review criteria and the PRAF, conducting documentation review, providing opportunity for discussion, denying claims, making limitation on liability determinations, and conducting reconsiderations/re-reviews are the same as in the inpatient hospital setting.

4230.
LIMITATION ON LIABILITY DETERMINATIONS

The statutory authority for applying the limitation on liability provision applicable to physician's liability is contained in §§1842(l) and (m) of the Act.  Section 1879 of the Act contains the statutory authority for applying the beneficiary's and provider's limitation on liability provisions.  When you determine that care provided a Medicare beneficiary is noncovered because such care is not medically reasonable and necessary (§1862(a)(1) of the Act), or is custodial in nature (§1862(a)(9) of the Act), determine whether or not the beneficiary and/or the provider/practitioner is liable for payment of the noncovered care.

A.
Denials Covered by the Limitation on Liability Provision.--The limitation on liability provision only applies to those denials based on:

o
§1862(a)(1) or (9) of the Act (items/services are not medically reasonable or necessary or expenses are for custodial care),

o
§1814(a)(2)(C) of the Act (home health services--patient is not homebound), or

o
§1835(a)(2)(A) of the Act (home health services--patient does not or did not need skilled nursing care on an intermittent basis).

The following examples illustrate types of denials where payment cannot be made under the limitation on liability provision because these cases are not §§1862(a)(1), 1862(a)(9), 1814(a)(2)(C), or 1835(a)(2)(A) denials.  (These examples are not all inclusive.)

o
Denials made pursuant to §1886(f)(2) of the Act, where a provider has circumvented PPS through unnecessary admissions and readmissions;

o
Reduction of payment based on a change in DRG assignment;

o
Cost outlier items and services that were duplicatively billed, not furnished, or not ordered by a physician;

o
Physician charges included on the hospital bill.  The physician charges are to be included on a separate Part B billing;

o
Services/items denied when requested medical records are not received;

o
Services payable under State or Federal workmen's compensation;
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o
Charges for convenience items or services; and

o
Provider billing errors.

NOTE:
When you review a case that involves noncovered services, such as routine foot or dental care, you are essentially determining whether or not the services furnished were medically necessary.  Therefore, when you determine that the services should be denied based on medical necessity, make a liability determination for all affected parties on a case-by-case basis.

B.
Determining the Beneficiary's Liability.--The regulatory authority for determining that a beneficiary (or his/her representative) knew that services/items were excluded from coverage is found at 42 CFR 411.404.  Presume that the beneficiary (or his/her representative) did not know that services/items were not covered (and, therefore, is not liable for payment) unless the evidence indicates that a written notice was given to the beneficiary (or his/her representative) prior to performance of the service.

The beneficiary (or his/her representative) may be determined to be liable when he/she received:

o
A previous written denial notice because the same service/item did not meet Medicare coverage guidelines, or the beneficiary (or his/her representative) received a written  notice concerning similar or reasonably comparable services/items furnished on a previous occasion.  For example, the subject admission is solely for chemotherapy and the beneficiary (or his/her representative) previously received a written denial notice stating that admissions solely for chemotherapy are not covered;

o
An appropriate written notice of noncoverage (prior to performance of the services) from a provider or practitioner for the services/items in question; or

o
A written denial notice (prior to performance of the services) from you for the services/items in question (e.g., preadmission denials).

When you determine that the beneficiary (or his/her representative) is liable, he/she is held responsible for payment for the denied services/items.  The settlement for the cost of care is resolved between the provider and/or practitioner and the beneficiary.

C.
Determining the Provider/Practitioner's Liability.--The regulatory authority for determining that a provider or practitioner knew or could reasonably have been expected to know that services/items were noncovered is found at 42 CFR 411.406.  Determine the provider's liability whenever your denial is based on medical necessity, appropriateness of setting, or custodial care. Determine the practitioner's liability only in those cases involving payment denials of surgical and cost outliers with physician component, and inpatient/ambulatory/outpatient surgical denials based on lack of medical necessity.  (In these situations, the carrier automatically adjusts its records (under the A/B link process) upon receipt of your written or electronically submitted denial and liability determinations.)

A provider or practitioner is considered to have known of noncoverage and, therefore, is held liable for the denied services/items in any of the following circumstances:

o
You, the intermediary, or the carrier informed the provider or practitioner that the services/items furnished were not covered, or that similar or reasonably comparable services/items were not covered;
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o
The utilization review group or committee for the provider or the beneficiary's attending physician informed the provider that these services/items were not covered;

o
The provider or practitioner could have been expected to have known that the services/items were excluded from coverage based on receipt of HCFA notices, manual issuances, bulletins or other written guides or directives from intermediaries/carriers or PROs, including notification of PRO screening criteria specific to the condition of the beneficiary for whom the furnished services/items are at issue.  The provider or practitioner may challenge your determination that it had knowledge of noncovered services/items based on general screening criteria.  However, it is appropriate to use general screening criteria in conjunction with other types of notification (e.g., prior denial notice for similar services/items); 

o
The provider or practitioner was notified of the categories subject to preadmission review and certification, and did not obtain the required review, and the services are subsequently determined to be medically unnecessary.  Do not, however, automatically hold the provider financially liable when it makes a timely request, in accordance with its agreement with you, for preadmission review and you do not review the case (42 CFR 476.78(b)(6)(ii)); or

o
The provider or practitioner knows what are considered acceptable standards of practice by the local medical community.

There may be additional circumstances where the provider or practitioner is also liable if it can be shown that it had prior knowledge that the services/items were not covered.

If a provider or practitioner is in doubt as to whether a service/item is covered, it may contact you for advice.

The physician's limitation on liability for payment under §1879 of the Act (when physician accepts assignment) or protection from making a refund to the beneficiary or his/her representative under §1842(l) of the Act (when physician does not accept assignment) is based on your determination of whether or not the beneficiary or physician knew that the services were noncovered.  Unless there is evidence to the contrary (e.g., the physician annotated in the medical record that he/she has given the beneficiary a written advanced notice), presume that the beneficiary (or his/her representative) had no knowledge that Medicare would not pay for the denied services provided by the physician. On a case-by-case basis, this presumption may be challenged by the physician at the time you offer the physician an opportunity to discuss the case.  At the same time, ask the physician if he/she accepted assignment if you were unable to determine this from your review of the medical record. The physician should be able to provide you with the information you need, as well as a copy of the written advance notice that he/she gave the beneficiary (or his/her representative).

D.
Determining Liability When a Hospital-Issued Notice of Noncoverage (HINN) is Involved.--After the hospital issues a notice of noncoverage, the beneficiary (or his/her representative) is considered to have knowledge that services are not covered and is liable for customary charges as shown below.

1.
Preadmission HINN.--The beneficiary (or his/her representative) is liable for customary charges for all services furnished if he/she enters the hospital after receipt of a preadmission HINN.

NOTE:
This liability determination also applies to direct NF swing-bed admissions.

2.
Admission HINN.--Determine liability as follows:
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a.
HINN Issued On the Day of Admission.‑‑The beneficiary (or his/her representative) is liable for customary charges for all services furnished after the admission HINN is received.  However, to hold a beneficiary (or his/her representative) liable for charges on the day of admission, the hospital must issue the admission HINN no later than 3:00 PM on the day of admission. If the hospital does not meet these requirements, the beneficiary (or his/her representative) is protected from liability until the day following receipt of the admission HINN (e.g., an HINN issued for an admission after 3:00 PM or a late evening admission).

NOTE:
This liability determination also applies to direct NF swing bed admissions.

b.
HINN Issued After the Day of Admission.‑‑The beneficiary (or his/her representative) is liable for customary charges for all services furnished beginning the day following the date of receipt of the admission HINN.

3.
Continued Stay HINN.‑‑Determine liability as follows:

a.
HINN Issued With the Concurrence of the Attending Physician Where the Beneficiary (or His/Her Representative) Requests PRO Review by Noon of the First Working Day After the Day He/She Receives the Continued Stay HINN and He/She Meets the Conditions of §1879(a)(2).‑‑The beneficiary's (or his/her representative's) liability begins noon of the day following notification of your determination.  The hospital is held financially liable for costs incurred from date of the continued stay HINN, since it knew that services were noncovered (as demonstrated by issuance of the HINN).  

NOTE:
If the hospital does not provide the medical records by close of business of the first working day after the date that the beneficiary (or his/her representative) receives the continued stay HINN, the beneficiary's (or his/her representative's) liability does not begin until noon of the day following notification of your determination.

(A provider is considered to have knowledge that services are noncovered as of the date it issues the continued stay HINN to the beneficiary.)

b.
HINN Issued With the Concurrence of the PRO, or With the Concurrence of the Attending Physician Where the Beneficiary (or His/Her Representative) Does Not Request PRO Review by Noon of the First Working Day After the Day He/She Received the Continued Stay HINN, and Beneficiary or His/Her Representative Meets the Conditions of §1879(a)(2).‑‑Determine liability as follows:

o
For short-term/acute care hospitals paid under PPS or in waivered States, the beneficiary (or his/her representative) is liable for customary charges for services furnished beginning the third day following the date of receipt of the continued stay HINN;

o
For hospitals paid on reasonable cost basis, the beneficiary (or his/her representative) is liable for customary charges for services furnished beginning the day following the date of receipt of the continued stay HINN; or

o
For swing-bed situations (i.e., continued stay HINN issued to a beneficiary when his/her level of care changes from acute to SNF or NF, or from SNF to NF), the beneficiary (or his/her representative) is liable for customary charges for services furnished beginning the day following the date of receipt of the continued stay HINN.
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NOTE:
If the beneficiary leaves the facility on the day following the date of receipt of the continued stay HINN, the beneficiary (or his/her representative) is liable, with respect to days before the day the beneficiary leaves the hospital, only for applicable deductible and coinsurance amounts and for charges for convenience items or services normally not covered by Medicare.

E.
Application of Grace Days.--The statutory authority for applying grace days is contained in §1154(a)(2)(B) of the Act.  When you determine that the stay in either a PPS or non-PPS hospital is no longer covered, you may approve up to a maximum of two grace days for the purpose of post-discharge planning.

You may apply grace days under the following conditions:

o
The beneficiary is still in the hospital (i.e, you are performing concurrent review); and

o
Both the provider and the beneficiary are found not liable for the denied services (i.e., an HINN is not involved).  Therefore, Medicare payment may be made for the denied services under §1879 of the Act.

Apply grace days based on the date of your denial notice, not based on the date of noncoverage.

EXAMPLE:
You determine that the services are no longer covered under Medicare beginning



1/22.  The denial notice is dated 1/23.  You may approve payment for either one or two days after the date of the denial notice.  Therefore, the beneficiary would be liable beginning 1/25 or 1/26, based on whether one or two grace days are applied.

NOTE:   Grace days do not apply to situations involving HINNs.

F.
Indemnification.--The statutory authority for indemnification of the beneficiary is specified in §1879(b) of the Act.  When the conditions specified in 42 CFR 411.402 are met, the beneficiary can be indemnified (i.e., reimbursed) for payment of denied services.

1.
Determining Indemnification for Payment of Denied Services/Items.--When you determine that the beneficiary is not liable and that the provider and/or practitioner is liable for the denied services (i.e., Medicare will not make payment), the beneficiary is indemnified as follows:

o
For denials of services furnished prior to January 1, 1989, the beneficiary is indemnified for the denied services--including any deductible and coinsurance amounts.  (The beneficiary remains liable for payment of any convenience services and items.)

o
For denials of services furnished on or after January 1, 1989 through December 31, 1989, the beneficiary is indemnified for the denied services--including any deductible amounts.  (The beneficiary remains liable for payment of any convenience services and items.)

o
For denials of services furnished on or after January 1, 1990, the beneficiary is indemnified for the denied services--including any deductible and coinsurance amounts.  (The beneficiary remains liable for payment of any convenience services and items.)

NOTE:
Deductible does not apply to SNF swing-bed denials.

When you determine that both the beneficiary and the provider and/or practitioner are not liable for the denied services, indemnification does not apply since Medicare will make payment under §1879 of the Act.  The beneficiary remains liable for payment of any applicable deductible, coinsurance, and convenience services and items.
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2.
Requesting a Refund.--For refund of denied inpatient and outpatient hospital services, the beneficiary (or his/her representative) should contact the  intermediary.  For refund of ambulatory surgical services and services furnished by physicians accepting assignment, the beneficiary (or his/her representative) should contact the carrier.  For refund of services furnished by physicians not accepting assignment, the beneficiary (or his/her representative) should contact the physician.

4240.
READMISSION REVIEW

Readmission review involves admissions to an acute, general, short-term hospital occurring less than 31 calendar days from the date of discharge from the same or another acute, general, short-term hospital.  (See §1154(a)(13) and 42 CFR 476.71(a)(8)(ii).)  Neither the day of discharge nor the day of admission is counted when determining whether a readmission has occurred.

A.
Medical Review Procedures.--Obtain the appropriate medical records for the initial admission and readmission.  Perform case review on both stays.  Analyze the cases specifically to determine whether the patient was prematurely discharged from the first confinement, thus causing readmission.  Perform an analysis of the stay at the first hospital to determine the cause(s) and extent of any problem(s) (e.g., incomplete or substandard treatment).  Consider the information available to the attending physician who discharged the patient from the first confinement.  Do not base a determination of a premature discharge on information that the physician or provider could not have known, or events that could not have been anticipated at the time of discharge. 

Review both the initial admission and the readmission at the same time unless one of them has previously been reviewed.  In these cases, use, at a minimum, the PRAF case summary of the other admission in addition to the medical record of the case under review.

B.
Review Involving Two PROs.--During the course of your review, you may identify a readmission where the initial stay was not in your State.  If you identify a possible utilization or quality of care problem relating to the initial admission, send your findings to the responsible PRO.

C.
Denials.--Deny readmissions under the following circumstances:

o
If the readmission was medically unnecessary;

o
If the readmission resulted from a premature discharge from the same hospital; or

o
If the readmission was a result of circumvention of PPS by the same hospital.  (See §4255.)

4250.
TRANSFER REVIEW

Transfers are identified by the code entered on the bill and by the entries in the medical record.  Transfers are planned admissions to a second hospital/excluded unit.  Transfer review involves transfers between hospitals (e.g., from a PPS hospital to either a second PPS hospital or a second specialty hospital/unit) and transfers within a PPS hospital to an excluded unit in the same hospital. Using the relevant medical records, perform case review for medical necessity and appropriateness of admission for the admission and discharge from the first hospital and the second hospital/excluded unit.  In the case of transfers to distinct part psychiatric units, the claim must show that the diagnosis necessitating the transfer was psychiatric in nature, and that the patient received active psychiatric treatment.  (See §1814(a)(2)(A) of the Act.)  When review involves two PROs, follow instructions in §4240.B.
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4255.
CIRCUMVENTION OF PROSPECTIVE PAYMENT SYSTEM (PPS)

A.
Background.--Section 1886(f)(2) of the Act provides specific actions that the Secretary may take when you determine that a provider of Medicare services took an action with the intent of circumventing PPS, and that action resulted in unnecessary admissions, premature discharges and readmissions, or multiple readmissions.  The Secretary may have you:

o
Deny Part A payment with respect to inpatient hospital services; or 

o
Require appropriate corrective action to prevent or correct the inappropriate practice.

Actions taken pursuant to §1886(f)(2) of the Act and 42 CFR 476.71(a)(8) and (d) are in addition to the medical necessity, quality, and level of care determinations you make under §1154 of the Act.  Because the denial actions specified in this part are made pursuant to §1886(f)(2) of the Act, providers are generally entitled to a hearing and judicial review of the denial determination.

Section 1862(d) of the Act, the statutory authority to appeal §1886(f)(2) of the Act denials, was repealed and replaced with §1128 (c) through (g) of the Act.  When §1128 of the Act replaced §1862(d) of the Act, it appears that the right to a hearing of denials made in accordance with §1886(f)(2) of the Act was not specifically addressed.  However, §1128(f) of the Act provides that, ". . . .any entity that is excluded (or directed to be excluded) from participation under this section is entitled to reasonable notice and opportunity for a hearing thereon by the Secretary to the same extent as is provided in §205(b) . . . ."  Section 205(b) of the Act gives the Secretary, on his/her own motion, the authority to hold hearings and other proceedings as necessary.  Therefore, while §1128 of the Act does not specifically address §1886(f)(2) of the Act denials, it does not remove the provider's right to due process.

These determinations are not made under §1154 or §§1862(a)(1) or (a)(9) of the Act; therefore, the limitation on liability provisions of §1879 of the Act are not applicable and the provider will be held liable.  The beneficiary will not be charged for services denied under these instructions.

The Secretary may terminate a hospital's provider agreement under §1866(b)(2)(A) of the Act for failure to comply substantially with corrective action required under §1866(f)(2)(B) of the Act.  In addition, under §1128(b)(13) of the Act, the Secretary may exclude a hospital from participation in any program under Title XVIII of the Act, and from any State health care program, if the hospital fails to comply substantially with a corrective action.

B.
PRO Review Responsibilities.--Perform readmission and transfer review as described in §§4240 and 4250.  Review the medical record for both the initial admission and the readmission or transfer.  Complete the Physician Reviewer Assessment Format (PRAF) in accordance with §§4300-4325 for each case where the first level physician reviewer believes there is a potential quality concern.  Monitor early readmission and transfer/discharge activities, including potential circumvention of PPS, in your State/jurisdiction.  (See §§4240 and 4250.)  Report any substantial issues identified and any resulting analyses to your project officer.

C.
Types of Prohibited Actions That Circumvent PPS.--Following are the four types of prohibited actions:

1.
Premature Discharge of Patient That Results in Subsequent Readmission of Patient to Same Hospital.--This prohibited action occurs when a patient is discharged even though he/she should have remained in the hospital for further testing or treatment or was not medically stable at the time of discharge.  A patient is not medically stable when, in your judgment, the patient's condition is such that it is medically unsound to discharge or transfer the patient.  Evidence such as elevated temperature, postoperative wound draining or bleeding, or abnormal laboratory studies on the day of discharge indicate that a patient may have been prematurely discharged from the hospital.
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2.
Readmission of Patient to Hospital for Care That Could Have Been Provided During First Admission.--This prohibited action occurs when a patient is readmitted to a hospital for care that pursuant to professionally recognized standards of health care, could have been provided during the first admission.  This action does not include circumstances in which it is not medically appropriate to provide the care during the first admission.

3.
Inappropriate Transfer of Patient From PPS Unit to PPS-Excluded Unit in Same Hospital.--This prohibited action occurs when a patient is admitted to an acute care part of the hospital even though the medical record shows that the patient required care in a PPS-excluded psychiatric or rehabilitation unit within the same hospital, a bed in the PPS-excluded unit was available at the time of initial admission, and the patient is subsequently transferred to the PPS-excluded unit.  This also applies to similar transfers from PPS units to beds in hospital-based skilled nursing facilities (SNFs) and SNF swing beds.  A transfer is considered an admission for purposes of payment under PPS.  (See 42 CFR 412.4.)

4.
Inappropriate Transfer of Patient From PPS-Excluded Unit to PPS Unit in Same Hospital.--This prohibited action occurs when a patient, who requires only the level of care being provided him/her in the PPS-excluded unit, is transferred to a PPS unit in the same hospital.  A prohibited action also occurs when the transfer is from a PPS-excluded unit to a hospital-based SNF or swing bed.

D.
Actions to be Taken by PRO.--Your review process must provide opportunities for feedback to and from the hospital and for correcting identified prohibited actions before a pattern develops.  Work with the hospital to identify the most efficient and effective method to improve care or to correct any identified problems.  You should make it clear to the provider that there is a problem.  Appropriate follow-up may include working with the provider and will always include monitoring provider activity.  Working with the provider would be sufficient initially if there is no clear provider intent to circumvent PPS and if there is no evidence of imminent danger to the patient.

NOTE:
If a single case of circumvention of PPS is identified with no other cases or other grounds for initial denials, you need to take the most appropriate action(s) to address this situation. A single episode of improper readmission or transfer would not support a circumvention of PPS finding absent some other evidence.  

Refer the case with a brief summary of the issues to your project officer.  If the prohibited action causes severe risk or is a gross and flagrant violation that meets §1156(b) of the Act, refer to 42 CFR 1004.1(b) and §9005 for further instructions.

Enter the results of your review into the Standard Data Processing System as specified in your contract, the SDPS Data Base Administrator Guide, or other administrative directives, and into your data base for pattern analysis.  On an ongoing basis, analyze patterns of care involving quality concerns resulting from readmissions and transfers that may have a significance beyond a single episode.  

If the results of your pattern analyses clearly established that a hospital has been taking actions with the intent of circumventing PPS, and that these actions resulted in unnecessary admissions, premature discharges and readmissions, or multiple readmissions of Medicare beneficiaries, you may:

o
Deny the second admission and issue a denial notice to the hospital (see §§7100, 7440, and Exhibit 7-34);

NOTE:
Initiate a corrective action plan to address the circumvention of PPS issues.  If the hospital demonstrates a lack of interest to participate in  proposed cooperative project addressing circumvention of PPS issues, you should try again to gain the hospital's participation by pointing out the potential benefits in eliminating prohibited actions.
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o
Initiate a sanction report and recommendation, based on a gross and flagrant violation of the responsible provider's or physician's Medicare obligations, if the prohibited action caused a patient's death, presented an imminent danger to the health, safety, or well-being of a Medicare beneficiary, placed the beneficiary unnecessarily in high-risk situations, or resulted in permanent damage of a major physical function (see Part 9); or

o
Refer the cases included in the pattern to the regional office of the Inspector General (OIG) for potential termination of the provider agreement under §1866(b) of the Act and 42 CFR 489.21(e) (including cases where there is evidence of intent and the hospital refuses to cooperate/participate in corrective activities, or the corrective action plan fails to resolve these payment issues). 

If you suspect that fraud or an abusive practice is involved, consult with your RO project officer and the OIG regional office.  Refer individual cases to the OIG for further investigation when necessary. Examples of such practices include a hospital submitting two separate claims for a given patient, as if the patient were readmitted to the hospital but you find that the patient was discharged only once from the hospital, or you identify two hospitals as having an unexplained pattern of Medicare transfers between them.

4260.
ONSITE REVIEW

Section 1154(a)(15) of the Act requires you to perform significant onsite review activities, including onsite review in at least 20 percent of the rural hospitals in your review area.  Onsite PRO activities include, but are not limited to: 

o
Providing information and engaging in discussion with hospitals to aid them in improving performance; 

o
Examining medical records for project data collection or case review; 

o
Supporting continuous quality improvement activity; or 

o
Presenting findings from program integrity projects.  

Regularly assess these activities to determine the efficiency and effectiveness of your methods, which may include onsite visitation, video conferences, teleconferences, regional meetings, or any other formats which are mutually acceptable to you and the hospitals to achieve the desired ends.

NOTE:
Rural hospitals are hospitals located outside of a Metropolitan Statistical Area or New England County Metropolitan Area, as defined by the Executive Office of Management and Budget.
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