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(4) Resident assessment data. SNFs are required to submit the same resident 
assessment data as is required under the Medicare program. (The residential assessment is 
addressed in the Medicare regulations at 42 CFR 483.20.) SNFs must submit assessments 
according to an assessment schedule. This schedule must include performance of patient 
assessments on the 5th, 14th, and 30th days of SNF care and at each successive 30 day 
interval of SNF admissions that are longer than 30 days. It must also include such other 
assessments that are necessary to account for changes in patient care needs. TRICARE pays a 
default rate for the days of a patient’s care for which the SNF has failed to comply with the 
assessment schedule.

(c) Reimbursement for Other Than Hospitals and SNFs. The Director, OCHAMPUS, or 
a designee, shall establish such other methods of determining allowable cost or charge 
reimbursement for those institutions, other than hospitals and SNFs, as may be required.

(d) Payment of institutional facility costs for ambulatory surgery. (1) In general.
 CHAMPUS pays institutional facility costs for ambulatory surgery on the basis of 
prospectively determined amounts, as provided in this paragraph, with the exception of 
ambulatory surgery procedures performed in hospital outpatient departments or in CAHs, 
which are to be reimbursed in accordance with the provisions of paragraph (a)(6)(ii) or 
(a)(6)(iii) respectively, of this section. This payment method is similar to that used by the 
Medicare program for ambulatory surgery. This paragraph applies to payment for 
freestanding ambulatory surgical centers. It does not apply to professional services. A list of 
ambulatory surgery procedures subject to the payment method set forth in the paragraph 
shall be published periodically by the Director, TRICARE Management Activity (TMA). 
Payment to freestanding ambulatory surgery centers is limited to these procedures.

(2) Payment in full. The payment provided for under this paragraph is the payment in full 
for services covered by this paragraph. Facilities may not charge beneficiaries for amounts, if 
any, in excess of the payment amounts determined pursuant to this paragraph.

(3) Calculation of standard payment rates. Standard payment rates are calculated for 
groups of procedures under the following steps:

(i) Step 1: Calculate a median standardized cost for each procedure. For each 
ambulatory surgery procedure, a median standardized cost will be calculated on the basis of 
all ambulatory surgery charges nationally under CHAMPUS during a recent one-year base 
period. The steps in this calculation include standardizing for local labor costs by reference to 
the same wage index and labor/non-labor-related cost ratio as applies to the facility under 
Medicare, applying a cost-to-charge ratio, calculating a median cost for each procedure, and 
updating to the year for which the payment rates will be in effect by the Consumer Price 
Index-Urban. In applying a cost-to-charge ratio, the Medicare cost-to-charge ratio for 
freestanding ambulatory surgery centers (FASCs) will be used for all charges from FASCs, 
and the Medicare cost-to-charge ratio for hospital outpatient settings will be used for all 
charges from hospitals.

(ii) Step 2: Grouping procedures. Procedures will then be placed into one of ten groups 
by their median per procedure cost, starting with $0 to $299 for group 1 and ending with 
$1000 to $1299 for group 9 and $1300 and above for group 10, with groups 2 through 8 set on 
the basis of $100 fixed intervals.
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(iii) Step 3: Adjustments to groups. The Director, OCHAMPUS may make adjustments to 
the groupings resulting from step 2 to account for any ambulatory surgery procedures for 
which there were insufficient data to allow a grouping or to correct for any anomalies 
resulting from data or statistical factors or other special factors that fairness requires be 
specially recognized. In making any such adjustments, the Director may take into 
consideration the placing of particular procedures in the ambulatory surgery groups under 
Medicare.

(iv) Step 4: Standard payment amount per group. The standard payment amount per 
group will be the volume weighted median per procedure cost for the procedures in that 
group. For cases in which the standard payment amount per group exceeds the CHAMPUS-
determined inpatient allowable amount, the Director, TSO or his designee, may make 
adjustments.

(v) Step 5: Actual payments. Actual payment for a procedure will be the standard 
payment amount for the group which covers that procedure, adjusted for local labor costs by 
reference to the same labor/non-labor- related cost ratio and hospital wage index as used for 
ambulatory surgery centers by Medicare.

(4) Multiple procedures. In cases in which authorized multiple procedures are 
performed during the same operative session, payment shall be based on 100 percent of the 
payment amount for the procedure with the highest ambulatory surgery payment amount, 
plus, for each other procedure performed during the session, 50 percent of its payment 
amount.

(5) Annual updates. The standard payment amounts will be updated annually by the 
same update factor as is used in the Medicare annual updates for ambulatory surgery center 
payments.

(6) Recalculation of rates. The Director, OCHAMPUS may periodically recalculate 
standard payment rates for ambulatory surgery using the steps set forth in paragraph (d)(3) 
of this section.

(e) Reimbursement of Birthing Centers. (1) Reimbursement for maternity care and 
childbirth services furnished by an authorized birthing center shall be limited to the lower of 
the CHAMPUS established all-inclusive rate or the center’s most-favored all-inclusive rate. 
The all-inclusive rate shall include the following to the extent that they are usually associated 
with a normal pregnancy and childbirth: Laboratory studies, prenatal management, labor 
management, delivery, post-partum management, newborn care, birth assistant, certified 
nurse-midwife professional services, physician professional services, and the use of the 
facility.

(2) The CHAMPUS established all-inclusive rate is equal to the sum of the CHAMPUS area 
prevailing professional charge for total obstetrical care for a normal pregnancy and delivery 
and the sum of the average CHAMPUS allowable institutional charges for supplies, 
laboratory, and delivery room for a hospital inpatient normal delivery. The CHAMPUS 
established all-inclusive rate areas will coincide with those established for prevailing 
professional charges and will be updated concurrently with the CHAMPUS area prevailing 
professional charge database.
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(3) Extraordinary maternity care services, when otherwise authorized, may be reimbursed 
at the lesser of the billed charge or the CHAMPUS allowable charge.

(4) Reimbursement for an incomplete course of care will be limited to claims for 
professional services and tests where the beneficiary has been screened but rejected for 
admission into the birthing center program, or where the woman has been admitted but is 
discharged from the birthing center program prior to delivery, adjudicated as individual 
professional services and items.

(5) The beneficiary’s share of the total reimbursement to a birthing center is limited to the 
cost-share amount plus the amount billed for non-covered services and supplies.

(f) Reimbursement of Residential Treatment Centers. The CHAMPUS rate is the per 
diem rate that CHAMPUS will authorize for all mental health services rendered to a patient 
and the patient’s family as part of the total treatment plan submitted by a CHAMPUS-
approved RTC, and approved by the Director, OCHAMPUS, or designee.

(1) The all-inclusive per diem rate for RTCs operating or participating in CHAMPUS 
during the base period of July 1, 1987, through June 30, 1988, will be the lowest of the 
following conditions:

(i) The CHAMPUS rate paid to the RTC for all-inclusive services as of June 30, 1988, 
adjusted by the Consumer Price Index--Urban (CPI-U) for medical care as determined 
applicable by the Director, OCHAMPUS, or designee; or

(ii) The per diem rate accepted by the RTC from any other agency or organization (public 
or private) that is high enough to cover one-third of the total patient days during the 12-
month period ending June 30, 1988, adjusted by the CPI-U; or

NOTE: The per diem rate accepted by the RTC from any other agency or organization 
includes the rates accepted from entities such as Government contractors in CHAMPUS 
demonstration projects.

(iii) An OCHAMPUS determined capped per diem amount not to exceed the 80th 
percentile of all established CHAMPUS RTC rates nationally, weighted by total CHAMPUS 
days provided at each rate during the base period discussed in paragraph (f)(1) of this 
section.

(2) The all-inclusive per diem rates for RTCs which began operation after June 30, 1988, or 
began operation before July 1, 1988, but had less than 6 months of operation by June 30, 1988, 
will be calculated based on the lower of the per diem rate accepted by the RTC that is high 
enough to cover one-third of the total patient days during its first 6 to 12 consecutive months 
of operation, or the CHAMPUS determined capped amount. Rates for RTCs beginning 
operation prior to July 1, 1988, will be adjusted by an appropriate CPI-U inflation factor for 
the period ending June 30, 1988. A period of less than 12 months will be used only when the 
RTC has been in operation for less than 12 months. Once a full 12 months is available, the rate 
will be recalculated.

(3) For care on or after April 6, 1995, the per diem amount may not exceed a cap of the 70th 
percentile of all established Federal fiscal year 1994 RTC rates nationally, weighted by total 
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CHAMPUS days provided at each rate during the first half of Federal fiscal year 1994, and 
updated to FY95. For Federal fiscal years 1996 and 1997, the cap shall remain unchanged. For 
Federal fiscal years after fiscal year 1997, the cap shall be adjusted by the Medicare update 
factor for hospitals and units exempt from the Medicare prospective payment system.

(4) All educational costs, whether they include routine education or special education 
costs, are excluded from reimbursement except when appropriate education is not available 
from, or not payable by, a cognizant public entity.

(i) The RTC shall exclude educational costs from its daily costs.

(ii) The RTC’s accounting system must be adequate to assure CHAMPUS is not billed for 
educational costs.

(iii) The RTC may request payment of educational costs on an individual case basis from 
the Director, OCHAMPUS, or designee, when appropriate education is not available from, or 
not payable by, a cognizant public entity. To qualify for reimbursement of educational costs in 
individual cases, the RTC shall comply with the application procedures established by the 
Director, OCHAMPUS, or designee, including, but not limited to, the following:

(A) As part of its admission procedures, the RTC must counsel and assist the beneficiary 
and the beneficiary’s family in the necessary procedures for assuring their rights to a free and 
appropriate public education.

(B) The RTC must document any reasons why an individual beneficiary cannot attend 
public educational facilities and, in such a case, why alternative educational arrangements 
have not been provided by the cognizant public entity.

(C) If reimbursement of educational costs is approved for an individual beneficiary by the 
Director, OCHAMPUS, or designee, such educational costs shall be shown separately from 
the RTC’s daily costs on the CHAMPUS claim. The amount paid shall not exceed the RTC’s 
most-favorable rate to any other patient, agency, or organization for special or general 
educational services whichever is appropriate.

(D) If the RTC fails to request CHAMPUS approval of the educational costs on an 
individual case, the RTC agrees not to bill the beneficiary or the beneficiary’s family for any 
amounts disallowed by CHAMPUS. Requests for payment of educational costs must be 
referred to the Director, OCHAMPUS, or designee for review and a determination of the 
applicability of CHAMPUS benefits.

(5) Subject to the applicable RTC cap, adjustments to the RTC rates may be made annually.

(i) For Federal fiscal years through 1995, the adjustment shall be based on the Consumer 
Price Index-Urban (CPI-U) for medical care as determined applicable by the Director, 
OCHAMPUS.

(ii) For purposes of rates for Federal fiscal years 1996 and 1997:

(A) For any RTC whose 1995 rate was at or above the thirtieth percentile of all established 
Federal fiscal year 1995 RTC rates normally, weighted by total CHAMPUS days provided at 
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each rate during the first half of Federal fiscal year 1994, that rate shall remain in effect, with 
no additional update, throughout fiscal years 1996 and 1997; and

(B) For any RTC whose 1995 rate was below the 30th percentile level determined under 
paragraph (f)(5)(ii)(A) of this section, the rate shall be adjusted by the lesser of: the CPI-U for 
medical care, or the amount that brings the rate up to that 30th percentile level.

(iii) For subsequent Federal fiscal years after fiscal year 1997, RTC rates shall be updated by 
the Medicare update factor for hospitals and units exempt from the Medicare prospective 
payment system.

(6) For care provided on or after July 1, 1995, CHAMPUS will not pay for days in which the 
patient is absent on leave from the RTC. The RTC must identify these days when claiming 
reimbursement.

(g) Reimbursement of hospice programs. Hospice care will be reimbursed at one of 
four predetermined national CHAMPUS rates based on the type and intensity of services 
furnished to the beneficiary. A single rate is applicable for each day of care except for 
continuous home care where payment is based on the number of hours of care furnished 
during a 24-hour period. These rates will be adjusted for regional differences in wages using 
wage indices for hospice care.

(1) National hospice rates. CHAMPUS will use the national hospice rates for 
reimbursement of each of the following levels of care provided by or under arrangement 
with a CHAMPUS approved hospice program:

(i) Routine home care. The hospice will be paid the routine home care rate for each day 
the patient is at home, under the care of the hospice, and not receiving continuous home care. 
This rate is paid without regard to the volume or intensity of routine home care services 
provided on any given day.

(ii) Continuous home care. The hospice will be paid the continuous home care rate 
when continuous home care is provided. The continuous home care rate is divided by 24 
hours in order to arrive at an hourly rate.

(A) A minimum of 8 hours of care must be provided within a 24-hour day starting and 
ending at midnight.

(B) More than half of the total actual hours being billed for each 24-hour period must be 
provided by either a registered or licensed practical nurse.

(C) Homemaker and home health aide services may be provided to supplement the 
nursing care to enable the beneficiary to remain at home.

(D) For every hour or part of an hour of continuous care furnished, the hourly rate will be 
reimbursed to the hospice up to 24 hours a day.

(iii) Inpatient respite care. The hospice will be paid at the inpatient respite care rate for 
each day on which the beneficiary is in an approved inpatient facility and is receiving respite 
care.
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(A) Payment for respite care may be made for a maximum of 5 days at a time, including the 
date of admission but not counting the date of discharge. The necessity and frequency of 
respite care will be determined by the hospice interdisciplinary group with input from the 
patient’s attending physician and the hospice’s medical director.

(B) Payment for the sixth and any subsequent days is to be made at the routine home care 
rate.

(iv) General inpatient care. Payment at the inpatient rate will be made when general 
inpatient care is provided for pain control or acute or chronic symptom management which 
cannot be managed in other settings. None of the other fixed payment rates (i.e., routine 
home care) will be applicable for a day on which the patient receives general inpatient care 
except on the date of discharge.

(v) Date of discharge. For the day of discharge from an inpatient unit, the appropriate 
home care rate is to be paid unless the patient dies as an inpatient. When the patient is 
discharged deceased, the inpatient rate (general or respite) is to be paid for the discharge 
date.

(2) Use of Medicare rates. CHAMPUS will use the most current Medicare rates to 
reimburse hospice programs for services provided to CHAMPUS beneficiaries. It is 
CHAMPUS’ intent to adopt changes in the Medicare reimbursement methodology as they 
occur; e.g., Medicare’s adoption of an updated, more accurate wage index.

(3) Physician reimbursement. Payment is dependent on the physician’s relationship with 
both the beneficiary and the hospice program.

(i) Physicians employed by, or contracted with, the hospice. (A) Administrative and 
supervisory activities (i.e., establishment, review and updating of plans of care, supervising 
care and services, and establishing governing policies) are included in the adjusted national 
payment rate.

(B) Direct patient care services are paid in addition to the adjusted national payment rate.

(1) Physician services will be reimbursed an amount equivalent to 100 percent of the 
CHAMPUS’ allowable charge; i.e., there will be no cost-sharing and/or deductibles for 
hospice physician services.

(2) Physician payments will be counted toward the hospice cap limitation.

(ii) Independent attending physician. Patient care services rendered by an 
independent attending physician (a physician who is not considered employed by or under 
contract with the hospice) are not part of the hospice benefit.

(A) Attending physician may bill in his/her own right.

(B) Services will be subject to the appropriate allowable charge methodology.

(C) Reimbursement is not counted toward the hospice cap limitation.
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(D) Services provided by an independent attending physician must be coordinated with 
any direct care services provided by hospice physicians.

(E) The hospice must notify the CHAMPUS contractor of the name of the physician 
whenever the attending physician is not a hospice employee.

(iii) Voluntary physician services. No payment will be allowed for physician services 
furnished voluntarily (both physicians employed by, and under contract with, the hospice 
and independent attending physicians). Physicians may not discriminate against CHAMPUS 
beneficiaries; e.g., designate all services rendered to non-CHAMPUS patients as volunteer 
and at the same time bill for CHAMPUS patients.

(4) Unrelated medical treatment. Any covered CHAMPUS services not related to the 
treatment of the terminal condition for which hospice care was elected will be paid in 
accordance with standard reimbursement methodologies; i.e., payment for these services will 
be subject to standard deductible and cost-sharing provisions under the CHAMPUS. A 
determination must be made whether or not services provided are related to the individual’s 
terminal illness. Many illnesses may occur when an individual is terminally ill which are 
brought on by the underlying condition of the ill patient. For example, it is not unusual for a 
terminally ill patient to develop pneumonia or some other illness as a result of his or her 
weakened condition. Similarly, the setting of bones after fractures occur in a bone cancer 
patient would be treatment of a related condition. Thus, if the treatment or control of an 
upper respiratory tract infection is due to the weakened state of the terminal patient, it will 
be considered a related condition, and as such, will be included in the hospice daily rates.

(5) Cap amount. Each CHAMPUS-approved hospice program will be subject to a cap on 
aggregate CHAMPUS payments from November 1 through October 31 of each year, 
hereafter known as “the cap period.”

(i) The cap amount will be adjusted annually by the percent of increase or decrease in the 
medical expenditure category of the Consumer Price Index for all urban consumers (CPI-U).

(ii) The aggregate cap amount (i.e., the statutory cap amount times the number of 
CHAMPUS beneficiaries electing hospice care during the cap period) will be compared with 
total actual CHAMPUS payments made during the same cap period.

(iii) Payments in excess of the cap amount must be refunded by the hospice program. The 
adjusted cap amount will be obtained from the Health Care Financing Administration 
(HCFA) prior to the end of each cap period.

(iv) Calculation of the cap amount for a hospice which has not participated in the program 
for an entire cap year (November 1 through October 31) will be based on a period of at least 
12 months but no more than 23 months. For example, the first cap period for a hospice 
entering the program on October 1, 1994, would run from October 1, 1994 through October 
31, 1995. Similarly, the first cap period for hospice providers entering the program after 
November 1, 1993 but before November 1, 1994 would end October 31, 1995.

(6) Inpatient limitation. During the 12-month period beginning November 1 of each year 
and ending October 31, the aggregate number of inpatient days, both for general inpatient 
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care and respite care, may not exceed 20 percent of the aggregate total number of days of 
hospice care provided to all CHAMPUS beneficiaries during the same period.

(i) If the number of days of inpatient care furnished to CHAMPUS beneficiaries exceeds 20 
percent of the total days of hospice care to CHAMPUS beneficiaries, the total payment for 
inpatient care is determined follows:

(A) Calculate the ratio of the maximum number of allowable inpatient days of the actual 
number of inpatient care days furnished by the hospice to Medicare patients.

(B) Multiply this ratio by the total reimbursement for inpatient care made by the 
CHAMPUS contractor.

(C) Multiply the number of actual inpatient days in excess of the limitation by the routine 
home care rate.

(D) Add the amounts calculated in paragraphs (g)(6)(i)(B) and (C) of this section.

(ii) Compare the total payment for inpatient care calculated in paragraph (g)(6)(i)(D) of this 
section to actual payments made to the hospice for inpatient care during the cap period.

(iii) Payments in excess of the inpatient limitation must be refunded by the hospice 
program.

(7) Hospice reporting responsibilities. The hospice is responsible for reporting the 
following data within 30 days after the end of the cap period:

(i) Total reimbursement received and receivable for services furnished CHAMPUS 
beneficiaries during the cap period, including physician’s services not of an administrative or 
general supervisory nature.

(ii) Total reimbursement received and receivable for general inpatient care and inpatient 
respite care furnished to CHAMPUS beneficiaries during the cap period.

(iii) Total number of inpatient days furnished to CHAMPUS hospice patients (both general 
inpatient and inpatient respite days) during the cap period.

(iv) Total number of CHAMPUS hospice days (both inpatient and home care) during the 
cap period.

(v) Total number of beneficiaries electing hospice care. The following rules must be 
adhered to by the hospice in determining the number of CHAMPUS beneficiaries who have 
elected hospice care during the period:

(A) The beneficiary must not have been counted previously in either another hospice’s cap 
or another reporting year.

(B) The beneficiary must file an initial election statement during the period beginning 
September 28 of the previous cap year through September 27 of the current cap year in order 
to be counted as an electing CHAMPUS beneficiary during the current cap year.
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(C) Once a beneficiary has been included in the calculation of a hospice cap amount, he or 
she may not be included in the cap for that hospice again, even if the number of covered days 
in a subsequent reporting period exceeds that of the period where the beneficiary was 
included.

(D) There will be proportional application of the cap amount when a beneficiary elects to 
receive hospice benefits from two or more different CHAMPUS-certified hospices. A 
calculation must be made to determine the percentage of the patient’s length of stay in each 
hospice relative to the total length of hospice stay.

(8) Reconsideration of cap amount and inpatient limit. A hospice dissatisfied with 
the contractor’s calculation and application of its cap amount and/or inpatient limitation 
may request and obtain a contractor review if the amount of program reimbursement in 
controversy--with respect to matters which the hospice has a right to review--is at least $1000. 
The administrative review by the contractor of the calculation and application of the cap 
amount and inpatient limitation is the only administrative review available. These 
calculations are not subject to the appeal procedures set forth in Sec. 199.10. The methods and 
standards for calculation of the hospice payment rates established by CHAMPUS, as well as 
questions as to the validity of the applicable law, regulations or CHAMPUS decisions, are not 
subject to administrative review, including the appeal procedures of Sec. 199.10.

(9) Beneficiary cost-sharing. There are no deductibles under the CHAMPUS hospice 
benefit. CHAMPUS pays the full cost of all covered services for the terminal illness, except 
for small cost-share amounts which may be collected by the individual hospice for outpatient 
drugs and biologicals and inpatient respite care.

(i) The patient is responsible for 5 percent of the cost of outpatient drugs or $5 toward each 
prescription, whichever is less. Additionally, the cost of prescription drugs (drugs or 
biologicals) may not exceed that which a prudent buyer would pay in similar circumstances; 
that is, a buyer who refuses to pay more than the going price for an item or service and also 
seeks to economize by minimizing costs.

(ii) For inpatient respite care, the cost-share for each respite care day is equal to 5 percent of 
the amount CHAMPUS has estimated to be the cost of respite care, after adjusting the 
national rate for local wage differences.

(iii) The amount of the individual cost-share liability for respite care during a hospice cost-
share period may not exceed the Medicare inpatient hospital deductible applicable for the 
year in which the hospice cost-share period began. The individual hospice cost-share period 
begins on the first day an election is in effect for the beneficiary and ends with the close of the 
first period of 14 consecutive days on each of which an election is not in effect for the 
beneficiary.

(h) Reimbursement of Home Health Agencies (HHAs). HHAs will be reimbursed 
using the same methods and rates as used under the Medicare HHA prospective payment 
system under Section 1895 of the Social Security Act (42 U.S.C. 1395fff) and 42 CFR Part 484, 
Subpart E except as otherwise necessary to recognize distinct characteristics of TRICARE 
beneficiaries and as described in instructions issued by the Director, TMA. Under this 
methodology, an HHA will receive a fixed case-mix and wage-adjusted national 60-day 
episode payment amount as payment in full for all costs associated with furnishing home 
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health services to TRICARE-eligible beneficiaries with the exception of osteoporosis drugs 
and DME. The full case-mix and wage-adjusted 60-day episode amount will be payment in 
full subject to the following adjustments and additional payments:

(1) Split percentage payments. The initial percentage payment for initial episodes is 
paid to an HHA at 60 percent of the case-mix and wage adjusted 60-day episode rate. The 
residual final payment for initial episodes is paid at 40 percent of the case-mix and wage 
adjusted 60-day episode rate subject to appropriate adjustments. The initial percentage 
payment for subsequent episodes is paid at 50 percent of the case-mix and wage-adjusted 60-
day episode rate. The residual final payment for subsequent episodes is paid at 50 percent of 
the case-mix and wage-adjusted 60-day episode rate subject to appropriate adjustments.

(2) Low-utilization payment. A low utilization payment is applied when a HHA 
furnishes four or fewer visits to a beneficiary during the 60-day episode. The visits are paid at 
the national per-visit amount by discipline updated annually by the applicable market basket 
for each visit type.

(3) Partial episode payment (PEP). A PEP adjustment is used for payment of an episode 
of less than 60 days resulting from a beneficiary’s elected transfer to another HHA prior to 
the end of the 60-day episode or discharge and readmission of a beneficiary to the same HHA 
before the end of the 60-day episode. The PEP payment is calculated by multiplying the 
proportion of the 60-day episode during which the beneficiary remained under the care of 
the original HHA by the beneficiary’s assigned 60-day episode payment.

(4) Significant change in condition (SCIC). The full-episode payment amount is 
adjusted if a beneficiary experiences a significant change in condition during the 60-day 
episode that was not envisioned in the initial treatment plan. The total significant change in 
condition payment adjustment is a proportional payment adjustment reflecting the time both 
prior to and after the patient experienced a significant change in condition during the 60-day 
episode. The initial percentage payment provided at the start of the 60-day episode will be 
adjusted at the end of the episode to reflect the first and second parts of the total SCIC 
adjustment determined at the end of the 60-day episode. The SCIC payment adjustment is 
calculated in two parts:

(i) The first part of the SCIC payment adjustment reflects the adjustment to the level of 
payment prior to the significant change in the patient’s condition during the 60-day episode.

(ii) The second part of the SCIC payment adjustment reflects the adjustment to the level of 
payment after the significant change in the patient’s condition occurs during the 60-day 
episode.

(5) Outlier payment. Outlier payments are allowed in addition to regular 60-day episode 
payments for beneficiaries generating excessively high treatment costs. The following 
methodology is used for calculation of the outlier payment:

(i) TRICARE makes an outlier payment for an episode whose estimated cost exceeds a 
threshold amount for each case-mix group.

(ii) The outlier threshold for each case-mix group is the episode payment amount for that 
group, the PEP adjustment amount for the episode or the total significant change in 
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condition adjustment amount for the episode plus a fixed dollar loss amount that is the same 
for all case-mix groups.

(iii) The outlier payment is a proportion of the amount of estimated cost beyond the 
threshold.

(iv) TRICARE imputes the cost for each episode by multiplying the national per-visit 
amount of each discipline by the number of visits in the discipline and computing the total 
imputed cost for all disciplines.

(v) The fixed dollar loss amount and the loss sharing proportion are chosen so that the 
estimated total outlier payment is no more than the predetermined percentage of total 
payment under the home health PPS as set by the Centers for Medicare & Medicaid Services 
(CMS).

(6) Services paid outside the HHA prospective payment system. The following are 
services that receive a separate payment amount in addition to the prospective payment 
amount for home health services:

(i) Durable medical equipment (DME). Reimbursement of DME is based on the same 
amounts established under the Medicare Durable Medical Equipment, Prosthetics, Orthotics 
and Supplies (DMEPOS) fee schedule under 42 CFR part 414, subpart D.

(ii) Osteoporosis drugs. Although osteoporosis drugs are subject to home health 
consolidated billing, they continue to be paid on a cost basis, in addition to episode 
payments.

(7) Accelerated payments. Upon request, an accelerated payment may be made to an 
HHA that is receiving payment under the home health prospective payment system if the 
HHA is experiencing financial difficulties because there is a delay by the contractor in 
making payment to the HHA. The following are criteria for making accelerated payments:

(i) Approval of payment. An HHA’s request for an accelerated payment must be 
approved by the contractor and TRICARE Management Activity (TMA).

(ii) Amount of payment. The amount of the accelerated payment is computed as a 
percentage of the net payment for unbilled or unpaid covered services.

(iii) Recovery of payment. Recovery of the accelerated payment is made by recoupment 
as HHA bills are processed or by direct payment by the HHA.

(8) Assessment data. Beneficiary assessment data, incorporating the use of the current 
version of the OASIS items, must be submitted to the contractor for payment under the HHA 
prospective payment system.

(9) Administrative review. An HHA is not entitled to judicial or administrative review 
with regard to:

(i) Establishment of the payment unit, including the national 60-day prospective episode 
payment rate, adjustments and outlier payment.
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(ii) Establishment of transition period, definition and application of the unit of payment.

(iii) Computation of the initial standard prospective payment amounts.

(iv) Establishment of case-mix and area wage adjustment factors.

(i) Changes in Federal Law affecting Medicare. With regard to paragraph (b) and (h) 
of this section, the Department of Defense must, within the time frame specified in law and 
to the extent it is practicable, bring the TRICARE program into compliance with any changes 
in Federal Law affecting the Medicare program that occur after the effective date of the DoD 
rule to implement the prospective payment systems for skilled nursing facilities and home 
health agencies.

(j) Reimbursement of individual health care professionals and other non-
institutional, non-professional providers. The CHAMPUS-determined reasonable charge 
(the amount allowed by CHAMPUS) for the service of an individual health care professional 
or other non-institutional, non-professional provider (even if employed by or under contract 
to an institutional provider) shall be determined by one of the following methodologies, that 
is, whichever is in effect in the specific geographic location at the time covered services and 
supplies are provided to a CHAMPUS beneficiary.

(1) Allowable charge method--(i) Introduction--(A) In general. The allowable charge 
method is the preferred and primary method for reimbursement of individual health care 
professionals and other non-institutional health care providers (covered by 10 U.S.C. 
1079(h)(1)). The allowable charge for authorized care shall be the lower of the billed charge or 
the local CHAMPUS Maximum Allowable Charge (CMAC).

(B) CHAMPUS Maximum Allowable Charge. Beginning in calendar year 1992, 
prevailing charge levels and appropriate charge levels will be calculated on a national level. 
There will then be calculated a national CHAMPUS Maximum Allowable Charge (CMAC) 
level for each procedure, which shall be the lesser of the national prevailing charge level or 
the national appropriate charge level. The national CMAC will then be adjusted for localities 
in accordance with paragraph (j)(1)(iv) of this section.

(C) Limits on balance billing by nonparticipating providers. Nonparticipating 
providers may not balance bill a beneficiary an amount which exceeds the applicable balance 
billing limit. The balance billing limit shall be the same percentage as the Medicare limiting 
charge percentage for nonparticipating physicians. The balance billing limit may be waived 
by the Director, OCHAMPUS on a case-by-case basis if requested by the CHAMPUS 
beneficiary (or sponsor) involved. A decision by the Director to waive or not waive the limit 
in any particular case is not subject to the appeal and hearing procedures of Sec. 199.10.

(D) Special rule for TRICARE Prime Enrollees. In the case of a TRICARE Prime enrollee 
(see section 199.17) who receives authorized care from a non-participating provider, the 
CHAMPUS determined reasonable charge will be the CMAC level as established in 
paragraph (j)(1)(i)(B) of this section plus any balance billing amount up to the balance billing 
limit as referred to in paragraph (j)(1)(i)(C) of this section. The authorization for such care 
shall be pursuant to the procedures established by the Director, OCHAMPUS (also referred 
to as the TRICARE Support Office).
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(3) Procedures. (i) This paragraph applies only when both the provider and the Director 
have agreed to the discounted payment rate. The Director’s agreement may be in the context 
of approval of a program that allows for such discounts.

(ii) The Director of OCHAMPUS may establish uniform terms, conditions and limitations 
for this payment method in order to avoid administrative complexity.

(n) Outside the United States. The Director, OCHAMPUS, or a designee, shall determine 
the appropriate reimbursement method or methods to be used in the extension of 
CHAMPUS benefits for otherwise covered medical services or supplies provided by 
hospitals or other institutional providers, physicians or other individual professional 
providers, or other providers outside the United States.

(o) Implementing Instructions. The Director, OCHAMPUS, or a designee, shall issue 
CHAMPUS policies, instructions, procedures, and guidelines, as may be necessary to 
implement the intent of this section.

[55 FR 13266, Apr 10, 1990, as amended at 55 FR 31180, Aug 1, 1990; 55 FR 42562, Oct 22, 1990; 
55 FR 43342, Oct 29, 1990; 56 FR 44006, Sep 6, 1991; 56 FR 50273, Oct 4, 1991; 58 FR 35408, Jul 
1, 1993; 58 FR 51239, Oct 1, 1993; 58 FR 58961, Nov 5, 1993; 60 FR 6019, Feb 1, 1995; 60 FR 
12437, Mar 7, 1995; 60 FR 52094, Oct 5, 1995; 63 FR 7287, Feb 13, 1998; 63 FR 48446, Sep 10, 
1998; 63 FR 56082, Oct 21, 1998; 64 FR 60671, Nov 8, 1999; 65 FR 41003, Jul 3, 2000; 67 FR 
45172, Aug 28, 2001; 67 FR 18115, Apr 15, 2002; 67 FR 40604, Jun 13, 2002; 69 FR 60555, Oct 12, 
2004; 70 FR 61378, Oct 24, 2005; 72 FR 63988, Nov 14, 2007; 73 FR 46809, Aug 12, 2008; 73 FR 
74965, Dec 10, 2008; 74 FR 44755, Aug 31, 2009; 77 FR 38175, Jun 27, 2012; 78 FR 48309, Aug 8, 
2013; 79 FR 29087, May 21, 2014; 81 FR 61097, Sep 2, 2016]
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(F) Any other exception for a drug, consistent with law, established by the Director, TMA.

(iv) The requirement of this paragraph (q)(2) may, upon the recommendation of the 
Pharmacy and Therapeutics Committee, be waived by the Director, TMA if necessary to 
ensure that at least one drug in the drug class is included on the Uniform Formulary. Any 
such waiver, however, does not waive the statutory requirement referred to in paragraph 
(q)(1) that all covered TRICARE retail network pharmacy prescriptions are subject to Federal 
Ceiling Prices under 38 U.S.C. 8126; it only waives the exclusion from the Uniform 
Formulary of drugs not covered by agreements under this paragraph (q)(2).

(3) Refund procedures. (i) Refund procedures to ensure that pharmaceuticals paid for by 
the DoD that are provided by retail network pharmacies under the pharmacy benefits 
program are subject to the pricing standards referred to in paragraph (q)(1) of this section 
shall be established. Such procedures may be established as part of the agreement referred to 
in paragraph (q)(2), or in a separate agreement, or pursuant to Sec. 199.11.

(ii) The refund procedures referred to in paragraph (q)(3)(i) of this section shall, to the 
extent practicable, incorporate common industry practices for implementing pricing 
agreements between manufacturers and large pharmacy benefit plan sponsors. Such 
procedures shall provide the manufacturer at least 70 days from the date of the submission of 
the TRICARE pharmaceutical utilization data needed to calculate the refund before the 
refund payment is due. The basis of the refund will be the difference between the average 
non-federal price of the drug sold by the manufacturer to wholesalers, as represented by the 
most recent annual non-Federal average manufacturing prices (non-FAMP) (reported to the 
Department of Veterans Affairs (VA)) and the corresponding FCP or, in the discretion of the 
manufacturer, the difference between the FCP and direct commercial contract sales prices 
specifically attributable to the reported TRICARE paid pharmaceuticals, determined for each 
applicable NDC listing. The current annual FCP and the annual non-FAMP from which it 
was derived will be applicable to all prescriptions filled during the calendar year.

(iii) A refund due under this paragraph (q) is subject to Sec. 199.11 of this part and will be 
treated as an erroneous payment under that section.

(A) A manufacturer may under section 199.11 of this part request waiver or compromise of 
a refund amount due under 10 U.S.C. 1074g(f) and this paragraph (q).

(B) During the pendency of any request for waiver or compromise under paragraph 
(q)(3)(iii)(A) of this section, a manufacturer’s written agreement under paragraph (q)(2) shall 
be deemed to exclude the matter that is the subject of the request for waiver or compromise. 
In such cases the agreement, if otherwise sufficient for the purpose of the condition referred 
to in paragraph (q)(2), will continue to be sufficient for that purpose. Further, during the 
pendency of any such request, the matter that is the subject of the request shall not be 
considered a failure of a manufacturer to honor a requirement or an agreement for purposes 
of paragraph (q)(4).

(C) In addition to the criteria established in Sec. 199.11, a request for waiver may also be 
premised on the voluntary removal by the manufacturer in writing of a drug from coverage 
in the TRICARE Pharmacy Benefit Program.

(iv) In the case of disputes by the manufacturer of the accuracy of TMA’s utilization data, a 
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refund obligation as to the amount in dispute will be deferred pending good faith efforts to 
resolve the dispute in accordance with procedures established by the Director, TMA. If the 
dispute is not resolved within 60 days, the Director, TMA will issue an initial administrative 
decision and provide the manufacturer with opportunity to request reconsideration or 
appeal consistent with procedures under section 199.10 of this part. When the dispute is 
ultimately resolved, any refund owed relating to the amount in dispute will be subject to an 
interest charge from the date payment of the amount was initially due, consistent with 
section 199.11 of this part.

(4) Remedies. In the case of the failure of a manufacturer of a covered drug to honor a 
requirement of this paragraph (q) or to honor an agreement under this paragraph (q), the 
Director, TMA, in addition to other actions referred to in this paragraph (q), may take any 
other action authorized by law.

(5) Beneficiary transition provisions. In cases in which a pharmaceutical is removed from 
the uniform formulary or designated for preauthorization under paragraph (q)(2) of this 
section, the Director, TMA may for transitional time periods determined appropriate by the 
Director or for particular circumstances authorize the continued availability of the 
pharmaceutical in the retail pharmacy network or in MTF pharmacies for some or all 
beneficiaries as if the pharmaceutical were still on the uniform formulary.

(r) Refills of maintenance medications for eligible covered beneficiaries through 
the mail order pharmacy program--(1) In general  Consistent with section 702 of the 
National Defense Authorization Act for Fiscal Year 2015, this paragraph requires that for 
non-generic covered maintenance medications, beneficiaries are generally required to obtain 
their prescription through the national mail-order pharmacy program or through military 
treatment facility pharmacies. For purposes of this paragraph, eligible covered beneficiaries 
are those defined under sections 1072 and 1086 of title 10, United States Code.

(2) Medications covered. The Director, DHA, will establish, maintain, and periodically 
revise and update a list of non-generic covered maintenance medications subject to the 
requirement of paragraph (r)(1) of this section. The current list will be accessible through the 
TRICARE Pharmacy Program Internet Web site and by telephone through the TRICARE 
Pharmacy Program Service Center. Each medication included on the list will meet the 
following requirements:

(i) It will be a medication prescribed for a chronic, long-term condition that is taken on a 
regular, recurring basis.

(ii) It will be clinically appropriate to dispense the medication from the mail order 
pharmacy.

(iii) It will be cost effective to dispense the medication from the mail order pharmacy.

(iv) It will be available for an initial filling of a 30-day or less supply through retail 
pharmacies.

(v) It will be generally available at military treatment facility pharmacies for initial fill and 
refills.
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(vi) It will be available for refill through the national mail-order pharmacy program.

(3) Refills covered. For purposes of the program under paragraph (r)(1) of this section, a 
refill is:

(i) A subsequent filling of an original prescription under the same prescription number or 
other authorization as the original prescription; or

(ii) A new original prescription issued at or near the end date of an earlier prescription for 
the same medication for the same patient.

(4) Waiver of requirement. A waiver of the general requirement to obtain maintenance 
medication prescription refills from the mail order pharmacy or military treatment facility 
pharmacy will be granted in the following circumstances:

(i) There is a blanket waiver for prescription medications that are for acute care needs.

(ii) There is a blanket waiver for prescriptions covered by other health insurance.

(iii) There is a case-by-case waiver to permit prescription maintenance medication refills at 
a retail pharmacy when necessary due to personal need or hardship, emergency, or other 
special circumstance. This waiver is obtained through an administrative override request to 
the TRICARE pharmacy benefits manager under procedures established by the Director, 
DHA.

(5) Procedures. Under the program established by paragraph (r)(1) of this section, the 
Director, DHA will establish procedures for the effective operation of the program. Among 
these procedures are the following:

(i) The Department will implement the program by utilizing best commercial practices to 
the extent practicable.

(ii) An effective communication plan that includes efforts to educate beneficiaries in order 
to optimize participation and satisfaction will be implemented.

(iii) Beneficiaries with active retail prescriptions for a medication on the maintenance 
medication list will be notified that their medication is included under the program. 
Beneficiaries will be advised that they may receive two 30 day fill at retail while they 
transition their prescription to the mail order program.

(iv) Requests for a third fill at retail will result in 100% patient cost shares and will be 
blocked from any TRICARE payments and the beneficiary advised to call the pharmacy 
benefits manager (PBM) for assistance.

(v) The PBM will provide a toll free number to assist beneficiaries in transferring their 
prescriptions from retail to the mail order program. With the beneficiary's permission, the 
PBM will contact the physician or other health care provider who prescribed the medication 
to assist in transferring the prescription to the mail order program.

(vi) In any case in which a beneficiary required under paragraph (r) of this section to obtain 
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a maintenance medication prescription refill from national mail order pharmacy program 
and attempts instead to refill such medications at a retail pharmacy, the PBM will also 
maintain the toll free number to assist the beneficiary. This assistance may include 
information on how to request a waiver, consistent with paragraph (r)(4)(iii) of this section, 
or in taking any other appropriate action to meet the beneficiary's needs and to implement 
the program.

(vii) The PBM will ensure that a pharmacist is available at all times through the toll-free 
telephone number to answer beneficiary questions or provide other appropriate assistance.

(6) This program will remain in effect indefinitely with any adjustments or modifications 
required by law.

[69 FR 17048, Apr 1, 2004; 74 FR 11292, Mar 17, 2009; 74 FR 55776, Oct 29, 2009; 74 FR 65438, 
Dec 10, 2009; 75 FR 63397, Oct 15, 2010; 76 FR 41065, Jul 13, 2011; 78 FR 13241, Feb 27, 2013; 78 
FR 75247, Dec 11, 2013; 80 FR 44272, Jul 27, 2015; 80 FR 46798, Aug 6, 2015; 81 FR 76310, Nov 
2, 2016]
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