TiTLE 32 NATIONAL DEFENSE
CIVILIAN HEALTH AND MEDICAL PROGRAM OF THE UNIFORMED SERVICES (CHAMPUS)

TABLE OF CONTENTS PART 199.14

PROVIDER REIMBURSEMENT METHODS

@) HOSPITAIS. . . ... 1
(1) CHAMPUS Diagnosis Related Group (DRG)-based payment system. ........... 1
() General--. . .....coii 1
(A) DRGS USEA. . . vttt ittt e e e e e e 1
(B) Assignment of discharges to DRGs. ............................... 1
(C) Basisofpayment—-............cooiiiiiiiiiiiiiiiiiiiiiiiiiii.. 1
(1) Hospital billing. .. ...t 1
(2) Paymenton a per dischargebasis. ............... ... 1
(3) Pricingofclaims. ....... ... ... 1
(4) Paymentinfull. ... ... ... ... 2
(6) Inpatient operatingcosts. .............. . ... oL 2
(6) Discharges and transfers. ...............c.ciiiiiiiienaa... 2
0) Discharges.. . ... 2
(i) Transfers. . ...t 2
iii) Payment in full to the discharging hospital.............. 3

(iv) ~ Payment to a hospital transferring an inpatient to
another hospital. . ................... ... . L 3
(v)  Additional payments to transferring hospitals........... 3
(D) DRGsystemupdates. .........coovuiiiiiiiiiiiiiiiiiiiiiii 3
(i)  Applicability of the DRG system. ... ..........uuuuuuuniiinnnn. 3
(A) Areasaffected. .........ooiiiii 3
(B) Services subject to the DRG-based payment system.................. 3
(C) Services exempt from the DRG-based payment system............... 3
(D) Hospitals subject to the CHAMPUS DRG-based payment system.. . . . . 4
(1) Psychiatric hospitals.. . ......... ... 4
(2) Rehabilitation hospitals. . ... 4
(3) Psychiatric and rehabilitation units (distinct parts).. ............ 4
(4) Long-termhospitals. ............... i 5
(6) Hospitals within hospitals................................... 5
(6) Sole community hospitals (SCHs). ...................ooooo... 5
(7) Christian Science sanitoriums.. ............ouueeeeneennn... 5
(8) Cancerhospitals. ............. ... i 5

(9 Hospitals outside the 50 states, the District of Columbia,

and Puerto Rico.......... . ... o 5
(10) CAHS. .. 5
(E) Hospitals which do not participate in Medicare. .................... 5
(F) Substance Use Disorder Rehabilitation facilities. ... ................. 6
(i) Determination of payment amounts. . ...................oiiiiiiiiiia... 6
(A) Calculationof DRGweights............ ... . ... ... ... .. ... 6
(1) Groupingofcharges............. ... i, 6
() Remove DRGS. . ...t e 6
(3) Indirect medical education standardization.................... 6
(4) Wage level standardization................. ..., 6
(®) Elimination of statistical outliers. ............................ 6
(6) Calculation of DRG average charge........................... 6

Final Rule/FR Vol 79, No 98 ' C-61, May 21, 2014



CIVILIAN HEALTH AND MEDICAL PROGRAM OF THE UNIFORMED SERVICES (CHAMPUS)

PART 199.14

PROVIDER REIMBURSEMENT METHODS

(7) Calculation of national average charge per discharge. .......... 6
(8) DRGrelativeweights.......... ... . .. .. il 6
(B) Emptyandlow-volume DRGs................ ... .. ... ... .. 7
(C) Updating DRGweights................. i 7
(D) Calculation of the adjusted standardized amounts. ................. 7
(1) Differentiate large urban and other area charges. .............. 7
(2) Indirect medical education standardization.................... 7
(38) Wage level standardization. ............ ... ... ... ... ... 7
(4) Apply the cost to chargeratio. .............................. 7
(6) Preliminary base year standardized amount................... 7
(6) Update forinflation. ............ ... .. ... ... . . o L. 8
(8) Labor and nonlabor portions of the adjusted standardized
AMOUNES. . ..o 8
(E) Adjustments to the DRG-based payments amounts.. ................ 8
(1) Outliers. . ...t e e e 8
0) Length-of-stay outliers. . ............................. 8
(A) Short-stay outliers............... ... ... oL 8
(B) Long-stayoutliers. .............. ... ... ... .. .. 8
(i) Costouthiers. . ...t 8
(A) Cost outliers except those in children’s
hospitals or for neonatal services. ................ 9
(B) Cost outliers in children’s hospitals for
neonatal services. ......... ... ... o oo 9
(C) Costoutliersforburncases. ..................... 9
(2) Wageadjustment. ...l 9
(3) Indirect medical education adjustment.. . .............. ... ... 10
(4) Children’s hospital differential. ......................... ... 10
0) Qualifying children’s hospitals....................... 10
i Calculation of differential. .......................... 10
i) Transitionrule........... ... ... ... i 10
(iv)  Hold harmless provision. ........................... 10
(v)  Noupdate forinflation.. ............................ 10
(vi)  Administrative corrections. ............ ... ... 10
(F) Updating the adjusted standardized amounts. .................... 11
(G) Annual cost pass-throughs............... ... ... ... oL 11
(1) Capital costs. ......ooiiiiiiiii i 11
0) Costs included as capital costs. ...................... 11
(i) Services, facilities, or supplies provided by
supplying organizations................... ... ... ... 11
(2) Direct medical educationcosts.. ............. ..., 11
(3) Information necessary for payment of capital and direct
medical educationcosts.. ........... ... ... ool 11
(2) CHAMPUS mental health per diem paymentsystem......................... 13
Applicability of the mental health per diem payment system. ............ 13
(A) Hospitalsand unitscovered..................... ... ... .. ... 13
(B) Services covered............uiiiiii e 13

Final Rule/FR Vol 79, No 98 i C-61, May 21, 2014



PROVIDER REIMBURSEMENT METHODS

©)
)
)
©

CIVILIAN HEALTH AND MEDICAL PROGRAM OF THE UNIFORMED SERVICES (CHAMPUS)

(i)  Hospital-specific per diems for higher volume hospitals and units. ........ 13
A 13
(1) Perdiemamount.............c.couuneiniieineinnennennnennnns 13
(B) Cap—-. . o 13
(C) Reviewofperdiem............ ..o 14
(i) Regional per diems for lower volume hospitals and units................. 14
(A) Perdiem amounts. . .............oiiniineiiee i 14
(B) Review of per diem amount. ...............o.uuuiiiiiiiiiiia 14
(C) Adjustments to regional perdiems. ............................ 14
(1) Areawageindex. ................ ... ... . ool 14
(2) Indirect medical education.. .......... ... ..., 14
(D) Annual cost pass-through for direct medical education.............. 15
(iv) Base period and update factors............. ... ... .. oo 15
(A) Baseperiod.. . ... ... 15
(B) Alternative hospital-specific database. ........................... 15
(C) Update factors—- ... 15
(V) Higher volume hospitals. ............ ... .. ... .. . o il 15
(A) Ingeneral. ...... ... .. 15
(B) Hospitals that subsequently become higher volume hospitals. . ...... 16
(C) Special retrospective payment provision for new hospitals........... 16
(D) Review of classification. ...............iiiiiiieiiniiiinenn.. 16
(vi) Payment for hospital based professional services. ....................... 16
(Vi) Leavedays. ... 16
(viii) Exemptions from the CHAMPUS mental health per diem payment system. 17
(A) Non-specialty providers.. . ... 17
(B) DRG424. ... 17
(C) Non-mental health services. . ..........c.oouiiiineiinneiinenn... 17
(D) Sole community hospitals (SCHs). ............................... 17
(E) Hospitalsoutsidethe US.............. ... ... . .. 17
(ix) Payment for psychiatric and substance use disorder rehabilitation
partial hospitalization services, intensive outpatient psychiatric and
substance use disorder services and opioid treatment services--........... 17
(A) Perdiem payments........... ... 17
(1) Partial hospitalization programs............................. 18
(2) Intensive outpatient programs. ............................. 18
(3) Opioid treatment programs.................cooviiiiiia.... 18
0 Weekly all-inclusive per diemrate. ................... 18
(ii) Exceptions to per diem reimbursement. ............... 18
iii) Discretionary authority. .................... ... .. ... 18
(B) Services which may be billed separately........................... 18
Reimbursement for inpatient services provided bya CAH..................... 19
Billed chargesand setrates........... ... .. ... ... . i 19
CHAMPUS discount rates.. . . ........uuuuu e 19
Hospital outpatient services. ...............iiiiiiiii . 19
(i)  Outpatient Services Not Subject to Hospital Outpatient Prospective
Payment System (OPPS). ........ ... .. ... i i 19
(A) Laboratory ServiCes. . . .. ... .......uuuuuunnn i 19
(B) Rehabilitation therapy services........................oooiii.... 20
(C) Venipuncture............ ... ... 20
(D) Radiology services.. .......... ...t 20

Final Rule/FR Vol 81, No 171 ii C-72, September 2, 2016

PART 199.14



CIVILIAN HEALTH AND MEDICAL PROGRAM OF THE UNIFORMED SERVICES (CHAMPUS)

PART 199.14 PROVIDER REIMBURSEMENT METHODS
(E) Diagnosticservices................ i i i 20
(F)  Ambulance services. ... ... 20
(G) Durable medical equipment (DME) and supplies. ................. 20
(H) Oxygen and related supplies. .................... ... .......... 20
(D Drugs administered other than oral method....................... 20
(J) Professional provider services. ............... ... . 20
(K) Facility charges............ ... 21
(D Ambulatory surgery services. . ................. .. 21
(i)  Outpatient Services Subject to OPPS.. ................................. 21
(i) Outpatient Services Subject to CAH Reasonable Cost Method. ........... 22
(iv) CAH Ambulance Services. ... ..........uuuueiieie .. 22
(7) Reimbursement for inpatient services provided byan SCH.................... 22
(8) General temporary military contingency payment adjustment for SCHs
and CAHS. . ... 24
(b) Skilled nursing facilities (SNFs).. . ... ... ... .. . .. . . 24
(1) Use of Medicare prospective payment system and rates.. . . ................... 24
(2 Paymentinfull......... oo 24
(B) Education COSES.. . ..ottt ittt et e e e e 24
(4) Residentassessmentdata.............. ...t 25
(c) Reimbursement for Other Than Hospitalsand SNFs.. ... ........................ 25
(d) Payment of institutional facility costs for ambulatory surgery. . .............. ... 25
(M) Ingeneral........... 25
(2 Paymentinfull....... .. o 25
(3) Calculation of standard paymentrates.................. ... ... ... ... 25
()  Step 1: Calculate a median standardized cost for each procedure.......... 25
(if)  Step 2: Grouping procedures. . ............ciiiiiiiiiiiiii 25
(i) Step 3: Adjustments to groups.. ... 25
(iv) Step 4: Standard payment amount per group. . . ..., 26
(V) Step5:Actual payments. . ... 26
(4 Multiple procedures. ........... ... 26
(®) Annualupdates. ........ ... 26
(6) Recalculation of rates. . ........ ... .. 26
(e) Reimbursement of Birthing Centers. . . ........ .. ... ... ... ... ... .. ... . ... 26
(f) Reimbursement of Residential TreatmentCenters. ......... ... .. ... ......... 27
(9) Reimbursement of hospice programs.. . . ...................... . i 29
(1) National hospicerates.. ............ .. i 29
() Routinehome care..............oiiiinii e 29
(i) Continuoushome care. ........... ...ttt 29
(i) Inpatientrespitecare.................iiiiiiiiiiiiii 29
(iv) General inpatientcare...................ooiiiiiiiiiiiiiiii.. 30
(V) Dateof discharge. . .............uuuuiiii i 30
(2) Useof Medicare rates. . .. ...t 30

Final Rule/FR Vol 81, No 171 iv C-72, September 2, 2016




CIVILIAN HEALTH AND MEDICAL PROGRAM OF THE UNIFORMED SERVICES (CHAMPUS)

PROVIDER REIMBURSEMENT METHODS PART 199.14
() Physician reimbursement. ............ . 30
(i)  Physicians employed by, or contracted with, the hospice. ................ 30
(i) Independent attending physician............. ... ... ... . o oo L 30
(i) Voluntary physician services. .......... ... ... ... .. . i oo 31
(4) Unrelated medical treatment.. .. .............. ... . 31
(®) Capamount......... ... 31
(6) Inpatient limitation.. .. ...... ... 31
(7) Hospice reporting responsibilities. . ............... ... 32
(8 Reconsideration of cap amount and inpatient limit. .......................... 33
(9 Beneficiary cost-sharing.............. ... . 33
(h) Reimbursement of Home Health Agencies (HHASs). ............................ 33
(1) Split percentage payments.. . .............. .. 34
(2) Low-utilization payment......... ... .. .. 34
(3) Partial episode payment (PEP)............... ... ... .. ... 34
(4) Significant change in condition (SCIC). ............ ... ... ... ... ............. 34
(®) Outlier payment. ....... ... .. 34
(6) Services paid outside the HHA prospective payment system................... 35
(i) Durable medical equipment (DME).......... ... ... ... ... . ... .. 35
(i)  Osteoporosis Arugs..............ooooiiiiii i 35
(7)  Accelerated payments. ............. . 35
() Approvalofpayment............ ... ... o o ool 35
(i) Amountofpayment........... ... ... . o i il il 35
(i) Recoveryof payment. ........... ... ... i 35
(8) Assessment data. ... .......iii 35
(D)  Administrative TeVIEW. . . . ..ottt 35
I (@ Changes in Federal Law affecting Medicare.. . .............................. .. 36

(j). Reimbursement of individual health care professionals and other

non-institutional, non-professional providers.. . ................. ... .. ... ... ..., 36
(1) Allowable charge method-- . ..... ... ... ... .. . . . . . .. . ... ... 36
() Introduction-- . ... ... ... ... .. 36
(A) Ingeneral. ... ... .. .. 36
(B) CHAMPUS Maximum Allowable Charge. ........................ 36
(C) Limits on balance billing by nonparticipating providers. ............ 36
(D) Special rule for TRICARE Prime Enrollees. . ....................... 36
(E) Special rule for certain TRICARE Standard Beneficiaries............. 37
(i) Prevailing chargelevel.......... ... ... ... .. . . i i il 37
(i) Appropriatechargelevel......... ... ... ... . o oo i il 37
(A) Step 1: Procedures classified. . ... 37
(1) Overpriced procedures.. ............. ..., 37
(2) Otherprocedures.. ... 37
(3) Underpriced procedures. ............... ... ... L. 37
(B) Step 2: Calculating appropriate charge levels....................... 37
(C) Special rule for cases in which the CHAMPUS appropriate
| charge was prematurely reduced. . .......... ... ... .o o oL 38
(D) Special rule for cases in which the national CMAC is less than
| the Medicarerate.. . ....... ... . ... ... .. L 38

Final Rule/FR Vol 81, No 171 Y, C-72, September 2, 2016



CIVILIAN HEALTH AND MEDICAL PROGRAM OF THE UNIFORMED SERVICES (CHAMPUS)

PART 199.14 PROVIDER REIMBURSEMENT METHODS
(iv) Calculating CHAMPUS Maximum Allowable Charge levels for localities. . 38
(A) Ingeneral..... ... ... 38
(B) Special locality-based phase-in provision. ........................ 38
(1) Ingeneral......... ..o 38
(2) EXception..............ooiiiiiiiiiiiiiii 38

(C) Special locality-based waivers of reductions to assure adequate
ACCESS tO CATE. . . o oot 38
(1) Waiver based on balanced billing rates. .................. ... 39
(2) Exception...................iiiiiiiii 39

(3) Waiver based on other evidence that adequate access to

care would be impaired.. . .............. ... oL 39

(D) Special locality-based exception to applicable CMACs to assure
adequate beneficiary accesstocare........... ... ... .o oL 39
(1) Procedure............coiiniimi et 39
(2) Establishing the higher paymentrate(s)...................... 40
(3) Application of higher paymentrates.. .................... ... 40

(E) Special locality-based exception to applicable CMACs to
ensure an adequate TRICARE Prime preferred network.40

(V) Special rules for 19971.. ... ... 41
(Vi) Special transition rule for 1992.. ... ... ... ... . i 42
(vii) Adjustments and proceduralrules. ............ ... ... . .. .o 42
(viii) Clinical laboratory services. ..............c.ouiiiiiiiiiiiiiieeenno... 42
(2) Bonus payments in medically underserved areas. ................... ... ... .. 43
(B) All-dnclusive rate. .. ...ttt 43
(4) Alternativemethod. . ... ... . i 43
(k) Reimbursement of Durable Medical Equipment, Prosthetics, Orthotics
and Supplies (DMEPOS). . .. ... . 44
() Reimbursement Under the Military-Civilian Health Services Partnership
PrOgIaM. . . 44
(1) Reimbursement of institutional health care providers.. ....................... 44
(2) Reimbursement of individual health-care professionals and other
non-institutional health care providers. ................. .. ... ... 44
(m)Accommodation of Discounts Under Provider Reimbursement Methods. . . .. . .. 44
(1) Generalrule. . ... i 44
(2) Special applications.............. i i 44
(B)  Procedures. . ... ...t 45
(n) Outside the United States. . ... .. ... ... . . . . . . . . 45
(o) Implementing Instructions. ........ ... ... .. ... 45

Final Rule/FR Vol 81, No 171 Vi C-72, September 2, 2016




	Table Of Contents Part 199.14
	Provider Reimbursement Methods

