TRICARE Reimbursement Manual 6010.58-M, February 1, 2008
Outpatient Prospective Payment System (OPPS)-Ambulatory Payment Classification (APC)

Chapter 13 Section 3

Prospective Payment Methodology

Issue Date: July 27, 2005
Authority: 10 USC 1079(h) and (j)(2)

1.0 APPLICABILITY

This policy is mandatory for the reimbursement of services provided either by network or
non-network providers. However, alternative network reimbursement methodologies are
permitted when approved by the TRICARE Management Activity (TMA) and specifically included in
the network provider agreement.
2.0 ISSUE

To describe the payment methodology for hospital outpatient services.
3.0 POLICY
3.1 Basic Methodology for Determining Prospective Payment Rates for Outpatient Services

3.1.1 Setting of Payment Rates

The prospective payment rate for each Ambulatory Payment Classification (APC) is
calculated by multiplying the APC’s relative weight by the conversion factor.

3.1.2 Recalibration of Group Weights and Conversion Factor
3.1.2.1 Relative Weights for Services Furnished on a Calendar Year (CY) Basis

3.1.2.1.1 The most recent Medicare claims and facility cost report data are used in recalibrating
the relative APC weights for services furnished on a CY basis.

3.1.2.1.2 Weights are derived based on median hospital costs for services in the hospital
outpatient APC groups. Billed charges are converted to costs and aggregated to the procedure or
visit level. Calculation of the median hospital cost per APC group include the following steps:

3.1.2.1.2.1 The statewide Cost-to-Charge Ratio (CCR) is identified for each hospital’s cost center
(“statewide CCRs") and applied based on the from date on the claim.

3.1.2.1.2.2 The statewide CCRs are then crosswalked to revenue centers. The CCRs included

operating and capital costs but excluded costs associated with direct graduate medical education
and allied health education.
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3.1.2.1.2.3 A cost s calculated for every billed line item charged on each claim by multiplying
each revenue center charge by the appropriate statewide CCR.

3.1.2.1.2.4 Revenue center changes that contain items integral to performing the procedure or
visit are used to calculate the per-procedure or per-visit costs. Following is a list of revenue centers
whose charges could be packaged into major Healthcare Common Procedure Coding System
(HCPCS) codes when appearing in the same claim.

FIGURE 13.3-1 LIST OF REVENUE CENTERS PACKAGED INTO MAJOR HCPCS CODES WHEN

APPEARING IN THE SAME CLAIM

REVENUE

CODE DESCRIPTION
0250 Pharmacy, Drugs Requiring Specific Identification, General Class
0251 Generic
0252 Nongeneric
0253 Take Home Drugs
0254 Pharmacy Incident to Other Diagnostic
0255 Pharmacy Incident to Radiology
0257 Nonprescription Drugs
0258 IV Solutions
0259 Other Pharmacy
0260 IV Therapy, General Class
0262 IV Therapy/Pharmacy Services
0263 Supply/Delivery
0264 IV Therapy/Supplies
0269 Other IV Therapy
0270 M&S Supplies
0271 Nonsterile Supplies
0272 Sterile Supplies
0273 Take Home supplies
0275 Pacemaker Drug
0276 Intraocular Lens Source Drug
0277 Oxygen Take Home
0278 Other Implants
0279 Other M&S Supplies
0280 Oncology
0289 Other Oncology
0370 General Classification
0371 Anesthesia Incident to Radiology
0372 Anesthesia Incident to Other Diagnostic Services
0374 Acupuncture
0379 Other Anesthesia
0390 Blood Storage and Processing
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FIGURE 13.3-1 LIST OF REVENUE CENTERS PACKAGED INTO MAJOR HCPCS CODES WHEN
APPEARING IN THE SAME CLAIM (CONTINUED)

REVENUE
CODE DESCRIPTION
0391 Blood Administration (e.g., transfusions)
0399 Other Blood Storage and Processing
0621 Supplies Incident to Radiology
0622 Supplies Incident to Other Diagnostic
0623 Surgical Dressings
0624 Investigational Device (IDE)
0631 Single Source
0632 Multiple
0633 Restrictive Prescription
0637 Self-Administered Drug (Insulin Admin. in Emergency Diabetic COMA)
0700 Cast Room
0709 Other Cast Room
0710 Recovery Room
0719 Other Recovery Room
0720 Labor Room
0721 Labor
0762 Observation Room
0770 General Classification
0771 Vaccine Administration

3.1.2.1.2.4.1 Some instructions have been issued that require that specific revenue codes be
billed with certain HCPCS codes, such as specific revenue codes that must be used when billing for
devices that qualify for pass-through payments.

Note: If the revenue code is not listed in Figure 13.3-1, refer to the TRICARE Systems Manual
(TSM), Chapter 2, Addendum N, for reporting requirements.

3.1.2.1.2.4.2 Where specific instructions have not been issued, contractors should advise
hospitals to report charges under the revenue code that would result in the charges being assigned
to the same cost center to which the cost of those services were assigned in the cost report.

Example:  Operating room, treatment room, recovery, observation, medical and surgical
supplies, pharmacy, anesthesia, casts and splints, and donor tissue, bone, and organ
charges were used in calculating surgical procedure costs. The charges for items such
as medical and surgical supplies, drugs and observation were used in estimating
medical visit costs.

3.1.2.1.2,5 Costs are standardized for geographic wage variation by dividing the labor-related
portion of the operating and capital costs for each billed item by the current hospital Inpatient
Prospective Payment System (IPPS) wage index. Sixty percent (60%) is used to represent the
estimated portion of costs attributable, on average, to labor.
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3.1.2.1.2.6 Standardized labor related cost and the nonlabor-related cost component for each
billed item are summed to derive the total standardized cost for each procedure or medical visit.

3.1.2.1.2.7 Each procedure or visit cost is mapped to its assigned APC.
3.1.2.1.2.8 The median cost is calculated for each APC.
3.1.2.1.2.9 Relative payment weights are calculated for each APC, by dividing the median cost of

each APC by the median cost for APC 00606 (mid-level clinic visit), Outpatient Prospective Payment
System (OPPS) weights are listed on TMA’'s OPPS web site at http://www.tricare.mil/opps.

3.1.2.1.2.10 These relative payment weights may be further adjusted for budget neutrality based
on a comparison of aggregate payments using previous and current CY weights.

3.1.2.2 Conversion Factor Update

3.1.2.2.1 The conversion factor is updated annually by the hospital inpatient market basket
percentage increase applicable to hospital discharges.

3.1.2.2.2 The conversion factor is also subject to adjustments for wage index budget
neutrality, differences in estimated pass-through payments, and outlier payments.

3.1.2.2.3 The market basket increase update factor of 3.6% for CY 2009, the required wage
index budget neutrality adjustment of approximately 1.0013, and the adjustment of 0.02% of
projected OPPS spending for the difference in the pass-through set aside resulted in a full market
basket conversion factor for CY 2009 of $66.059.

3.1.3 Payment Status Indicators (Sls)

A payment Sl is provided for every code in the HCPCS to identify how the service or
procedure described by the code would be paid under the hospital OPPS; i.e., it indicates if a service
represented by a HCPCS code is payable under the OPPS or another payment system, and also
which particular OPPS payment policies apply. One, and only one, Sl is assigned to each APC and to
each HCPCS code. Each HCPCS code that is assigned to an APC has the same Sl as the APC to which
it is assigned. The following are the payment Sls and descriptions of the particular services each
indicator identifies:

3.1.3.1 Ao indicate services that are paid under some payment method other than OPPS, such
as the Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) fee schedule,
CHAMPUS Maximum Allowable Charge (CMAC) reimbursement methodology for physicians, or
State prevailings.

3.1.3.2 B toindicate more appropriate code required for TRICARE OPPS.

3.1.3.3 Ctoindicate inpatient services that are not paid under the OPPS.

3.1.3.4 Etoindicate items or services are not covered by TRICARE.
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3.1.3.5 Ftoindicate acquisition of corneal tissue, which is paid on an allowable charge basis (i.e.,
paid based on the CMAC reimbursement system or statewide prevailings) and certain Certified
Registered Nurse Anesthetist (CRNA) services and hepatitis B vaccines that are paid on an allowable
charge basis.

3.1.3.6 Gtoindicate drug/biological pass-through that are paid in separate APCs under the
OPPS.

3.1.3.7 Htoindicate pass-through device categories and radiopharmaceutical agents allowed on
a cost basis.

3.1.3.8 Kto indicate non-pass-through drugs and biologicals that are paid in separate APCs
under the OPPS.

3.1.3.9 Ntoindicate services that are incidental, with payment packaged into another service or
APC group.

3.1.3.10 P toindicate services that are paid only in Partial Hospitalization Programs (PHPs).
3.1.3.11 Qtoindicate packaged services subject to separate payment under OPPS.

3.1.3.12 Q1 to indicate packaged APC payment if billed on the same date of service as a HCPCS
code assigned Sl of S, T, V, and X. In all other circumstances, payment is made through a separate

APC payment.

3.1.3.13 Q2 to indicate APC payment if billed on the same date of service as a HCPCS code
assigned Sl of T. In all other circumstances, payment is made through a separate APC payment.

3.1.3.14 Q3 toindicate composite APC payment based on OPPS composite specific payment
criteria. Payment is packaged into single payment for specific combinations of service. In all
circumstances, payment is made through a separate APC payment for those services.

Note:  HCPCS codes with Sl of Q are either separately payable or packaged depending on the
specific circumstances of their billing. Outpatient Code Editor (OCE) claims processing logic will be
applied to codes assigned Sl of Q in order to determine if the service will be packaged or separately
payable.

3.1.3.15 Rtoindicate separate APC payment for blood and blood products.

3.1.3.16 S to indicate significant procedures for which payment is allowed under the hospital
OPPS, but to which the multiple procedure reduction does not apply.

3.1.3.17 Tto indicate surgical services for which payment is allowed under the hospital OPPS.
Services with this payment indicator are the only services to which the multiple procedure

payment reduction applies.

3.1.3.18 U to indicate separate APC payment for brachytherapy sources.
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3.1.3.19 Vtoindicate medical visits (including clinic or Emergency Department (ED) visits) for
which payment is allowed under the hospital OPPS.

3.1.3.20 W to indicate invalid HCPCS or invalid revenue code with blank HCPCS.

3.1.3.21 Xto indicate an ancillary service for which payment is allowed under the hospital OPPS.
3.1.3.22 Zto indicate valid revenue code with blank HCPCS and no other Sl assigned.

3.1.3.23 TB to indicate TRICARE reimbursement not allowed for CPT/HCPCS code submitted.

Note:  The system payment logic looks to the Sls attached to the HCPCS codes and APCs for
direction in the processing of the claim. A S, as well as an APC, must be assigned so that payment
can be made for the service identified by the new code. The Sls identified for each HCPCS code and
each APC listed on TMA’s OPPS web site at http://www.tricare.mil/opps.

3.14 Calculating TRICARE Payment Amount

3.1.4.1 The national APC payment rate that is calculated for each APC group is the basis for
determining the total payment (subject to wage-index adjustment) the hospital will receive from
the beneficiary and the TRICARE program. (Refer to TMA's OPPS web site at http://www.tricare.mil/
opps for national APC payment rates.)

3.1.4.2 The TRICARE payment amount takes into account the wage index adjustment and
beneficiary deductible and cost-share/copayment amounts.

3.1.4.3 The TRICARE payment amount calculated for an APC group applies to all the services that
are classified within that APC group.

3.1.4.4 The TRICARE payment amount for a specific service classified within an APC group under
the OPPS is calculated as follows:

3.1.4.4.1 Apply the appropriate wage index adjustment to the national payment rate that is set
annually for each APC group. (Refer to the OPPS Provider File with Wage Indexes on TMA's OPPS
home page at http://www.tricare.mil/opps for annual Diagnosis Related Group (DRG) wage indexes
used in the payment of hospital outpatient claims, effective January 1 of each year.)

3.1.4.4.2 Multiply the wage-adjusted APC payment rate by the OPPS rural adjustment (1.071) if
the provider is a Sole Community Hospital (SCH) in a rural area with 100 or more beds. Effective
January 1, 2010, the OPPS rural adjustment will apply to all SCHs in rural areas.

3.1.4.4.3 Determine any outlier amounts and add them to the sum of either paragraph
3.1.44.1 0r3.1.44.2.

3.1.444 Subtract from the adjusted APC payment rate the amount of any applicable
deductible and/or cost-sharing/copayment amounts based on the eligibility status of the
beneficiary at the time the outpatient services were rendered (i.e., those deductibles and cost-
sharing/copayment amounts applicable to Prime, Extra, and Standard beneficiary categories). Refer
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to Chapter 2, Addendum A for applicable deductible and/or cost-sharing/copayment amounts for
Hospital Outpatient Departments (HOPDs) and Ambulatory Surgery Centers (ASCs).

3.1.4.5 Examples of TRICARE payments under OPPS based on eligibility status of beneficiary at
the time the services were rendered:

Example 1: Assume that the wage-adjusted rate for an APC is $400; the beneficiary receiving the
services is an Active Duty Family Member (ADFM) enrolled under Prime, and as such,
is not subject to any deductibles or copayments.

+ Adjusted APC payment rate: $400.
« Subtract any applicable deductible: $400 - $0 = $400

» Subtract the Prime ADFM copayment from the adjusted APC payment rate less
deductible to calculate the final TRICARE payment amount.

$400 - $0 = $400 TRICARE final payment

«  TRICARE would pay 100% of the adjusted APC payment rate for ADFMs enrolled
in Prime.

Example 2: Assume that the wage-adjusted rate for an APC is $400 and the beneficiary receiving
the outpatient services is a Prime retiree family member subject to a $12 copayment.
Deductibles are not applied under the Prime program.

« Adjusted APC payment rate: $400.
« Subtract any applicable deductible: $400 - $0 = $400

» Subtract the Prime retiree family member copayment from the adjusted APC
payment rate less deductible to calculate the final TRICARE payment amount.

$400 - $12 = $388 TRICARE final payment

» Inthis case, the beneficiary pays zero ($0) deductible and a $12 copayment, and
the program pays $388 (i.e., the difference between the adjusted APC payment
rate and the Prime retiree family member copayment).

Example 3: This example illustrates a case in which both an outpatient deductible and cost-share
are applied. Assume that the wage-adjusted payment rate for an APC is $400 and the
beneficiary receiving the outpatient services is a standard ADFM subject to an
individual $50 deductible (active duty sponsor is an E-3) and 20% cost-share.

« Adjusted APC payment rate: $400.
« Subtract any applicable deductible: $400 - $50 = $350
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« Subtract the standard ADFM cost-share (i.e., 20% of the allowable charge) from
the adjusted APC payment rate less deductible to calculate the final TRICARE
payment amount.

$350 x .20 = $70 cost-share
$350 - $70 = $280 TRICARE final payment

» Inthis case, the beneficiary pays a deductible of $50 and a $70 cost-share, and the
program pays $280, for total payment to the hospital of $400.

3.15 Adjustments to APC Payment Amounts
3.1.5.1 Adjustment for Area Wage Differences

3.1.5.1.1 A wage adjustment factor will be used to adjust the portion of the payment rate that
is attributable to labor-related costs for relative differences in labor and labor-related costs across
geographical regions with the exception of APCs with Sls of G, H, K, R, and U. The hospital DRG
wage index will be used given the inseparable, subordinate status of the outpatient department
within the hospital.

3.1.5.1.2 The OPPS will use the same wage index changes as the TRICARE DRG-based payment
system, except the effective date for the changes will be January 1 of each year instead of October 1
(refer to the OPPS Provider File with Wage Indexes on TMA's OPPS home page at
http://www.tricare.mil/opps.

3.1.5.1.3 Temporary Transitional Payment Adjustments (TTPAs) are wage-adjusted. The
Transitional, General, and non-network Temporary Military Contingency Payment Adjustments
(TMCPAs) are not wage-adjusted.

3.1.5.1.4 Sixty percent (60%) of the hospital’s outpatient department costs are recognized as
labor-related costs that would be standardized for geographic wage differences. This is a
reasonable estimate of outpatient costs attributable to labor, as it fell between the hospital DRG
operating cost labor factor of 71.1% and the ASC labor factor of 34.45%, and is close to the labor-
related costs under the inpatient DRG payment system attributed directly to wages, salaries and
employee benefits (61.4%).

3.1.5.1.5 Steps in Applying Wage Adjusts under OPPS

3.1.5.1.5.1 Calculate 60% (the labor-related portion) of the national unadjusted payment rate
that represents the portion of costs attributable, on average, to labor.

3.1.5.1.5.2 Determine the wage index in which the hospital is located and identify the wage
index level that applies to the specific hospital.

3.1.5.1.5.3 Multiply the applicable wage index determined under paragraphs 3.1.5.1.5.2 and

3.1.5.1.5.3 by the amount under paragraph 3.1.5.1.5.1 that represents the labor-related portion of
the national unadjusted payment rate.
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3.1.5.1.5.4 Calculate 40% (the nonlabor-related portion) of the national unadjusted payment
rate and add that amount to the resulting product in paragraph 3.1.5.1.5.4. The result is the wage
index adjusted payment rate for the relevant wage index area.

3.1.5.1.5.5 Ifaproviderisa SCHin arural area, or is treated as being in a rural area, multiply the
wage-adjusted payment rate by 1.071 to calculate the total payment before applying the
deductible and copayment/cost-sharing amounts.

3.1.5.1.5.6 Applicable deductible and copayment/cost-sharing amounts would then be
subtracted from the wage-adjusted APC payment rate, and the remainder would be the TRICARE
payment amount for the services or procedure.

Example: A surgical procedure with an APC payment rate of $300 is performed in the
outpatient department of a hospital located in Heartland, USA. The cost-sharing
amount for the standard ADFM is $60.80 (i.e., 20% of the wage-adjusted APC amount
for the procedure). The hospital inpatient DRG wage index value for hospitals located
in Heartland, USA, is 1.0234. The labor-related portion of the payment rate is $180
($300 x 60%), and the nonlabor-related portion of the payment rate is $120 ($300 x
40%). It is assumed that the beneficiary deductible has been met.

Units billed x APC x 60% (labor portion) x wage index (hospital specific)
+ APC x 40% (nonlabor portion) = adjusted payment rate.

» Wage-Adjusted Payment Rate (rounded to nearest cent):
=($180x 1.0234) =$184.21 + $120 = $304.21

» Cost-share for standard retiree family member (rounded to nearest cent):
=($304.21 x .20) = $60.84

»  Subtract the standard retiree family member cost-share from the wage-adjusted
rate to get the final TRICARE payment:

=($304.21 - $60.84) = $243.37
3.1.5.2 Discounting of Surgical and Terminating Procedures
3.1.5.2.1 OPPS payment amounts are discounted when more than one procedure is
performed during a single operative session or when a surgical procedure is terminated prior to

completion. Refer to Chapter 1, Section 16 for additional guidelines on discounting of surgical
procedures.

3.1.5.2.1.1 Line items with a Sl of T are subject to multiple procedure discounting unless
modifiers 76, 77, 78, and/or 79 are present.

3.1.5.2.1.2 When more than one procedure with payment Sl of T is performed during a single

operative session, TRICARE will reimburse the full payment and the beneficiary will pay the cost-
share/copayment for the procedure having the highest payment rate.
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3.1.5.2.1.3 Fifty percent (50%) of the usual PPS payment amount and beneficiary copayment/
cost-share amount would be paid for all other procedures performed during the same operative
session to reflect the savings associated with having to prepare the patient only once and the
incremental costs associated with anesthesia, operating and recovery room use, and other services
required for the second and subsequent procedures.

» The reduced payment would apply only to the surgical procedure with the lower
payment rate.

» The reduced payment for multiple procedures would apply to both the
beneficiary copayment/cost-share and the TRICARE payment.

3.1.5.2.2 Hospitals are required to use modifiers on bills to indicate procedures that are
terminated before completion.

3.1.5.2.2.1 Fifty percent (50%) of the usual OPPS payment amount and beneficiary copayment/
cost-share will be paid for a procedure terminated before anesthesia is induced.

» Modifier -73 (Discontinued Outpatient Procedure Prior to Anesthesia
Administration) would identify a procedure that is terminated after the patient
has been prepared for surgery, including sedation when provided, and taken to
the room where the procedure is to be performed, but before anesthesia is
induced (for example, local, regional block(s), or general anesthesia).

» Modifier -52 (Reduced Services) would be used to indicate a procedure that did
not require anesthesia, but was terminated after the patient had been prepared
for the procedure, including sedation when provided, and taken to the room
where the procedure is to be performed.

3.1.5.2.2.2 Full payment will be received for a procedure that was started but discontinued after
the induction of anesthesia, or after the procedure was started.

» Modifier -74 (Discontinued Procedure) would be used to indicate that a surgical
procedure was started but discontinued after the induction of anesthesia (for
example, local, regional block, or general anesthesia), or after the procedure was
started (incision made, intubation begun, scope inserted) due to extenuating
circumstances or circumstances that threatened the well-being of the patient.

» This payment would recognize the costs incurred by the hospital to prepare the
patient for surgery and the resources expended in the operating room and

recovery room of the hospital.

3.1.5.3 Discounting for Bilateral Procedures

3.1.5.3.1 Following are the different categories/classifications of bilateral procedure:
3.1.5.3.1.1 Conditional bilateral (i.e., procedure is considered bilateral if the modifier 50 is
present).
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3.1.5.3.1.2 Inherent bilateral (i.e., procedure in and of itself is bilateral).

3.1.5.3.1.3 Independent bilateral (i.e., procedure is considered bilateral if the modifier 50 is
present, but full payment should be made for each procedure (e.g., certain radiological
procedures)).

3.1.5.3.2 Terminated bilateral procedures or terminated procedures with units greater than
one should not occur, and for type T procedures, have the discounting factor set so as to result in
the equivalent of a single procedure. Line items with terminated bilateral procedures or terminated
procedure with units greater than one are denied.

3.1.5.3.3 For non-type T procedures there is no multiple procedure discounting and no
bilateral procedure discounting with modifier 50 performed. Line items with S| other than T are
subject to terminated procedure discounting when modifier 52 or 73 is present. Modifier 52 or 73
on a non-type T procedure line will result in a 50% discount being applied to that line.

3.1.5.34 The discounting factor for bilateral procedures is the same as the discounting factor
for multiple type T procedures.

3.1.5.3.5 Inherent bilateral procedures will be treated as a non-bilateral procedure since the
bilateralism of the procedure is encompassed in the code.

3.1.5.3.6 Following are the different discount formulas that can be applied to a line item:

FIGURE 13.3-2 DISCOUNTING FORMULAS FOR BILATERAL PROCEDURES

DISCOUNTING FORMULA NUMBER FORMULAS
1 1.0
2 (1.0+D(U-1)/U
3 T/U
4 (1+D)/U
5 D
6* TD/U
7% D(1+D)/U
8 2.0
9 2D/U
Where: D = discounting fraction (currently 0.5)
U = number of units
T = terminated procedure discount (currently 0.5)

*These discount formulas are discounted prior to OPPS implementation.
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3.1.5.3.7 Figure 13.3-3 summarizes the application of above discounting formulas:

FIGURE 13.3-3 APPLICATION OF DISCOUNTING FORMULAS

DISCOUNTING FORMULA NUMBER
TYPE T PROCEDURE NON-TYPE T PROCEDURE
CONDITIONAL OR INHERENT CONDITIONAL OR INHERENT

PAYMENT MODIFIER 52 MODIFIER INDEPENDENT OR INDEPENDENT OR

AMOUNT OR73 50%* BILATERAL NON-BILATERAL BILATERAL NON-BILATERAL
Highest No No 2 2 1 1
Highest Yes No 3 3 3 3
Highest No Yes 4 2 8* 1
Highest Yes Yes 3 3 3 3
Not Highest No No 5 5 1 1
Not Highest Yes No 3 3 3 3
Not Highest No Yes 9 5 8* 1
Not Highest Yes Yes 3 3 3 3
For the purpose of determining which APC has the highest payment amount, the terminated procedure discount (T)
any applicable offset, will be applied prior to selecting the T procedure with the highest payment amount. If both offset
and terminated procedure discount apply, the offset will be applied first before the terminated procedure discount.
*If not terminated, non-type T Conditional bilateral procedures with modifier 50 will be assigned discount formula #8.
Non-type T Independent bilateral procedures with modifier 50 will be assigned to formula #8.
**If modifier 50 is present on a independent or conditional bilateral line that has a composite APC or a separately paid
STVX/T-packaged procedure, the modifier is ignored in assigning the discount formula.

Note:  For the purpose of determining which APC has the highest payment amount, the
terminated procedure discount (T) will be applied prior to selecting the type T procedure with the
highest payment amount.

3.1.5.3.8 In those instances where more than one bilateral procedure and they are medically
necessary and appropriate, hospitals are advised to report the procedure with a modifier -76
(repeat procedure or service by same physician) in order for the claim to process correctly.

3.1.5.4 Multiple discounting will not be applied to the following CPT' codes for venipuncture,
fetal monitoring and collection of blood specimens: 36400 - 36416, 36591, 36592, 59020, 59025,
and 59050-59051.

3.1.5.5 Outlier Payments

An additional payment is provided for outpatient services for which a hospital’s charges,
adjusted to cost, exceed the sum of the wage-adjusted APC rate plus a fixed dollar threshold and a
fixed multiple of the wage-adjusted APC rate. Only line item services with SIs of PR, S, T, V, or X will
be eligible for outlier payment under OPPS. No outlier payments will be calculated for line item
services with Sls of G, H, K, N, and U, with the exception of blood and blood products.

3.1.5.5.1 Outlier payments will be calculated on a service-by-service basis. Calculating outliers
on a service-by-service basis was found to be the most appropriate way to calculate outliers for
outpatient services. Outliers on a bill basis requires both the aggregation of costs and the

T cpT only © 2006 American Medical Association (or such other date of publication of CPT). All Rights Reserved.
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aggregation of OPPS payments, thereby introducing some degree of offset among services; that is,
the aggregation of low cost services and high cost services on a bill may result in no outlier
payment being made. While service-based outliers are somewhat more complex to administer,
under this method, outlier payments will be more appropriately directed to those specific services
for which a hospital incurs significantly increased costs.

3.1.5.5.2 Outlier payments are intended to ensure beneficiary access to services by having the
TRICARE program share the financial loss incurred by a provider associated with individual,
extraordinarily expensive cases.

3.1.5.5.3 Outlier thresholds are established on a CY basis which requires that a hospital’s cost
for a service exceed the wage-adjusted APC payment rate for that service by a specified multiple of
the wage-adjusted APC payment rate and the sum of the wage-adjusted APC rate plus a fixed
dollar threshold ($1,800 for CY 2009) in order to receive an additional outlier payment. When the
cost of a hospital outpatient service exceeds both of these thresholds a predetermined percentage
of the amount by which the cost of furnishing the services exceeds the multiple APC threshold will
be paid as an outlier.

3.1.5.54 Outlier payments are not subject to cost-sharing.
3.1.5.5.5 TTPAs and TMCPAs shall not be included in cost outlier calculations.
3.1.5.5.6 Example of outlier payment calculation.

Example: Following are the steps involved in determining if services on a claim qualify for
outlier payments using the appropriate CY multiple and fixed dollar thresholds.

Step 1: Identify all APCs on the claim.

Step 2: Determine the ratio of each wage-adjusted APC payment to the total payment of the
claim (assume for this example a wage index of 1.0000).

HCPCS WAGE-ADJUSTED RATIO OF APCTO
CODE Sl APC SERVICE APC PAYMENT RATE | TOTAL PAYMENT
99285 Vv 0616 Level 5 Emergency Visit $315.51 0.5107157
70481 S 0283 CT scan with contrast material $277.48 0.4491566
93041 S 0099 Electrocardiogram $24.79 0.0401275

Step 3: Identify billed charges of packaged items that need to be allocated to an APC.

REVENUE CODE | OPPS SERVICE OR SUPPLY TOTAL CHARGES
0250 Pharmacy $3,435.50
0270 Medical Supplies $4,255.80
0350 CT scan $3,957.00
0450 Emergency Room $2,986.00
0730 Electrocardiogram $336.00
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Step 4: Allocate the billed charges of the packaged items identified in Step 3 to their
respective wage-adjusted APCs based on their percentages to total payment
calculated in Step 2.

RATIO 250 270
APC ALLOCATION | OPPS SERVICE (PHARMACY) | (MEDICAL SUPPLIES)
0616 0.5107157 Level 5 Emergency Visit $1,754.56 $2,173.50
0283 0.4491566 CT scan with contrast material $1,543.08 $1,911.52
0099 0.0401275 Electrocardiogram $137.36 $170.77
Step 5: Calculate the total charges for each OPPS service (APC) and reduce them to costs by
applying the statewide CCR. Statewide CCRs are based on the geographical Core
Based Statistical Area (CBSA) (two digit = rural, five digit = urban). Assume that the
outpatient CCRis 31.4%.
TOTAL CHARGES REDUCED TO COSTS
APC OPPS SERVICE TOTAL CHARGES (CCR =0.3140)
0616 Level 5 Emergency Visit $6,914.06 $2,170.01
0283 CT scan with contrast material $7,411.60 $2,327.24
0099 Electrocardiogram $644.63 $202.41
Step 6: Apply the cost test to each wage-adjusted APC service or procedure to determine if it
qualifies for an outlier payment. If the cost of a service (wage-adjusted APC) exceeds
both the APC multiplier threshold (1.75 times the wage-adjusted APC payment rate)
and the fixed dollar threshold (wage-adjusted APC rate plus $1,800), multiply the
costs in excess of the wage-adjusted APC multiplier by 50% to get the additional
outlier payment.
OUTLIER PAYMENT
FIXED DOLLAR | MULTIPLIER COSTS OF WAGE-
THRESHOLD THRESHOLD COSTSIN ADJUSTED APC -
WAGE- (WAGE- (1.75 X WAGE EXCESS OF (1.75 X WAGE-
ADJUSTED ADJUSTED APC INDEX APC MULTIPLIER ADJUSTED APC
APC APC RATE COSTS RATE + $1,800) RATE) THRESHOLD RATE) X 0.50
0616 $315.51 | $2,170.01 $2,115.51 $552.14 $1,618.87 $808.43
0283 $277.48 | $2,327.24 $2,077.48 $485.59 $1,841.65 $920.83
0099 $24.79 $202.41 $1,824.79 $43.38 $159.03 -0-*

* Does not qualify for outlier payment since the APC’s costs did not exceed the fixed dollar threshold (APC Rate
+ $1,800).

The total outlier payment on the claim was: $1,746.50.
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3.1.5.6 Rural SCH payments will be increased by 7.1%. This adjustment will apply to all services
and procedures paid under the OPPS (SIs of P, S, T, V, and X), excluding drugs, biologicals and
services paid under the pass-through payment policy (Sls of G and H).

3.1.5.6.1 The adjustment amount will not be reestablished on an annual basis, but may be
reviewed in the future, and if appropriate, may be revised.

3.1.5.6.2 The adjustment is budget neutral and will be applied before calculating outliers and
copayments/cost-sharing.

3.1.5.7 Temporary Transitional Payment Adjustments (TTPAs)

3.1.5.7.1 On May 1, 2009 (implementation of TRICARE's OPPS), the TTPAs shall apply to all
network and non-network hospitals. For network hospitals, the TTPAs will cover a four year period.
The four year transition will set higher payment percentages for the 10 APC codes 604-609 and 613-
616 during the first year, with reductions in each of the transition years. For non-network hospitals,
the adjustment will cover a three year period, with reductions in each of the transition years for the
same 10 APC codes. Figure 13.3-4 provides the TTPA percentage adjustments for the 10 visit APC
codes for network and non-network hospitals. An applicable Explanation of Benefits (EOB) message
will be applied.

3.1.5.7.2 TTPAs shall be subject to cost-sharing since they are applied on a claim-by-claim
basis.

FIGURE 13.3-4 TTPA ADJUSTMENT PERCENTAGES FOR 10 VISIT APC CODES

NETWORK NON-NETWORK
YEARS EMERGENCY ROOM HOSPITAL CLINIC EMERGENCY ROOM HOSPITAL CLINIC
Year 1 200% 175% 140% 140%
Year 2 175% 150% 125% 125%
Year 3 150% 130% 110% 110%
Year 4 130% 115% 100% 100%
Year 5 100% 100% 100% 100%

3.1.5.8 Temporary Military Contingency Payment Adjustments (TMCPAs)

Under the authority of the last paragraph of 32 CFR 199.14(a)(6)(ii), the following OPPS
adjustments are authorized.

3.1.5.8.1 Transitional TMCPAs

In view of the ongoing military operations in Afghanistan and Iraq, the TMA Director
has determined that it is impracticable to support military readiness and contingency operations
without adjusting OPPS payments for network hospitals that provide a significant portion of the
health care of Active Duty Service Members (ADSMs) and Active Duty Dependents (ADDs).
Therefore effective May 1, 2009, network hospitals that have received OPPS payments of $1.5
million or more for care provided to ADSMs and ADDs during an OPPS year (May 1 through April
30), shall be granted a Transitional TMCPA in addition to the TTPAs for the first four years of the
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OPPS implementation. At the end of the first year of OPPS implementation, i.e., April 30, 2010, the
total TRICARE OPPS payments for each one of these qualifying hospitals will be increased by 20%.
Second and subsequent year adjustments (assuming a hospital continues to meet the $1.5 million
threshold) will be reduced by 5% per year until the OPPS payment levels are reached; (i.e., 15% year
two, 10% year three, and 5% year four). The adjustment will be applied to the total year OPPS
payment amount received by the hospital for all active duty members and all TRICARE beneficiaries
(including ADDs, retirees and their family members, but excluding TRICARE For Life (TFL)
beneficiaries) for whom TRICARE is primary payer. These year-end adjustments will be paid
approximately four months following the end of the OPPS year. In year five, the OPPS payments will
be at established APC levels.

3.1.5.8.1.1 TMA will run a query of claims history to determine which network hospitals qualify
for Transitional TMCPAs at year end; i.e., those network hospitals receiving OPPS payments of $1.5
million or more for care of ADSMs and ADDs during the previous OPPS year (May 1 through April
30).

3.1.5.8.1.2 These queries will be run in subsequent Transitional TMCPA years to determine those
network hospitals qualifying for Transitional TMCPAs.

3.1.5.8.1.3 The year end adjustment will be paid approximately four months following the end
of the OPPS year. Each year, subsequent adjustments will be issued to the qualifying hospitals for
the prior OPPS year to ensure claims that were not Processed To Completion (PTC) the previous
year are adjusted. This adjustment payment is separate from the applicable TMCPA percentage in
effect during the current transitional year.

Example: At the end of the second OPPS year, a qualifying hospital’s total TRICARE OPPS
payments will be increased by 15%. The hospital will also receive an additional
adjustment for the first OPPS year for those claims that were not PTC and included in
the prior year’s payment. This subsequent adjustment would be paid at the first year’s
TMCPA percentage of 20%.

3.1.5.8.1.4 The TMA Medical Benefits and Reimbursement Branch (MB&RB) shall verify the
accuracy of the Transitional TMCPA amounts and provide the contractor’s with a copy of the report
noting which hospitals in their region qualify for the Transitional TMCPAs and the amounts to pay.
MB&RB shall also provide a copy of the report to Contract Resource Management (CRM).

3.1.5.8.1.5 The contractors shall submit the Transitional TMCPAs amounts on a voucher in
accordance with the requirements of the TRICARE Operations Manual (TOM), Chapter 3, Section 4.
The voucher shall be sent electronically to RM.Invoices@tma.osd.mil at the TMA CRM Office and to
OPPS.MBRB@tma.osd.mil at the MB&RB before releasing payments. The vouchers should contain
the following information: hospital name, address, Medicare number or provider number, Tax
Identification Number (TIN), and the amount to be paid. Listings shall separate payments for prior
OPPS years and the current OPPS year.

3.1.5.8.1.6 CRM shall send an approval to the contractors to issue Transitional TMCPA payments
out of the non-financially underwritten bank account based on fund availability.

3.1.5.8.1.7 Hospitals that previously qualified for Transitional TMCPAs but subsequently fell
below $1.5 million revenue threshold would no longer be eligible for the adjustment. However, if a
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subsequent adjustment for the prior OPPS year results in a hospital exceeding the $1.5 million
revenue threshold, the hospital shall receive the Transitional TMCPA for the prior year.

3.1.5.8.1.8 New hospitals that meet the $1.5 million revenue threshold would be eligible for the
Transitional TMCPA percentage adjustment in effect during the transitional year in which the
revenue threshold was met.

Example: A hospital that meets the $1.5 million revenue threshold in year three of the
transition but failed to meet it in year one and two, would receive a percentage
adjustment of 10%.

3.1.5.8.2 General TMCPAs

The TMA Director, or designee at any time after OPPS implementation, has the
authority to adopt, modify and/or extend temporary adjustments for TRICARE network hospitals
located within MTF Prime Service Areas (PSAs) and deemed essential for military readiness and
support during contingency operations. The TMA Director may approve a General TMCPA for
hospitals that serve a disproportionate share of ADSMs and ADDs. In order for a hospital to be
considered for a General TMCPA, the hospital’s outpatient revenue received for services provided to
TRICARE ADSMs and ADDs must have been at least 10% of the hospital’s total outpatient revenue
received during the previous OPPS year (May 1 through April 30) or the number of OPPS visits by
ADSMs and ADDs during that same 12-month period must have been at least 50,000. Billed charges
will not be used as the basis for determining a hospital’s eligibility for a General TMCPA.

3.1.5.8.2.1 General TMCPA Process for the First OPPS Year (May 1, 2009 through April 30,
2010); Second OPPS Year (May 1, 2010 through April 30, 2011); and Third OPPS
Year (May 1, 2011 through April 30,2012)

3.1.5.8.2.1.1 The Director, TRICARE Regional Office (DTRO), shall conduct a thorough analysis
and recommend the appropriate year end adjustment to total OPPS payments for a network
hospital qualifying for a General TMCPA.

3.1.5.8.2.1.2 In analyzing and recommending the appropriate year end percentage
adjustment, the DTRO will ensure the General TMCPA adjustment does not exceed 95% of the
amount that would have been paid prior to implementation of OPPS. Although, the maximum
amount that a hospital can receive is 95% of the pre-OPPS amount, this does not infer the hospital
is entitled to receive the full 95%. It is the DTRO's discretion on what percentage adjustment is
appropriate to ensure access to care (ATC) in a facility requesting a General TMCPA. This applies to
TRICARE beneficiaries when TRICARE is the primary payer. The contractors shall provide the history
of pre-OPPS payments for the analysis to the DTRO.

3.1.5.8.2.1.3 Total TRICARE OPPS payments (including the TTPAs) and Transitional TMCPA's, if
applicable, of the qualifying hospital will be increased by the Director TMA, or designee, approved
adjustment percentage by way of an additional payment after the end of the OPPS year (May 1
through April 30). At the end of the second and third OPPS years, subsequent adjustments will be
issued to the qualifying hospitals for the first and second OPPS years to ensure claims that were not
PTC the previous year are adjusted. This adjustment payment is separate from the applicable
General TMCPA percentage approved for the current OPPS year.
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Example:  Assume a hospital was approved for a General TMCPA of 5% for the first year of OPPS
and a General TMCPA of 8% for the second year of OPPS. At the end of the second
year, the hospital will receive an adjustment of 5% for the first OPPS year for those
claims that were not PTC and included in the prior year’s payment. The General
TMCPA is applied to the total OPPS payment amount at year end.

3.1.5.8.2.14 General TMCPAs will be reviewed and approved on an annual basis; i.e., General
TMCPAs will have to be evaluated on a yearly basis by the DTRO in order to determine if the hospital
continues to serve a disproportionate share of ADSMs and ADDs and whether there are any other
special circumstances significantly affecting military contingency capabilities. This will include a
recommendation for the appropriate OPPS year end adjustment to total OPPS payments.

3.1.5.8.2.1.5 The hospital’s request for a General TMCPA for the first OPPS year (May 1, 2009
through April 30, 2010); second OPPS year (May 1, 2010 through April 30,2011); and third OPPS
year (May 1, 2011 through April 30, 2012) shall include the data requirements in paragraph
3.1.5.8.2.2, and a full 12 months of claims payment data from the OPPS year the General TMCPA is
requested.

3.1.5.8.2.1.6 The TMA MB&RB shall verify the accuracy of the General TMCPA amounts and
provide the contractor’s with a copy of the report noting which hospitals in their region qualify for
the General TMCPAs and the amounts to pay. MB&RB shall also provide a copy of the report to CRM.

3.1.5.8.2.1.7 The contractor shall submit the General TMCPA amounts on a voucher in
accordance with the requirements of the TOM, Chapter 3, Section 4. The voucher shall be sent
electronically to RM.Invoices@tma.osd.mil at the TMA CRM Office and to OPPS.MBRB@tma.osd.mil
at the MB&RB before releasing payments. The vouchers should contain the following information:
hospital name, address, Medicare number or provider number, TIN, and the amount to be paid.
Listings shall separate payments for prior OPPS years and the current OPPS year. Additional
vouchers shall be submitted, as needed, for voided/staledated checks and/or for reissued or
adjusted payments.

3.1.5.8.2.1.8 CRM shall send an approval to the contractors to issue General TMCPA payments
out of the non-financially underwritten bank account based on fund availability.

3.1.5.8.2.2 Annual Data Requirements for General TMCPAs for the First OPPS Year (May 1,
2009 through April 30, 2010); Second OPPS Year (May 1, 2010 through April 30,
2011); and Third OPPS Year (May 1, 2011 through April 30, 2012)

Hospital required data submissions to the contractor for review and consideration:
3.1.5.8.2.2.1 The hospital’s percent of outpatient revenue derived from ADSM plus ADD OPPS
visits; i.e., the outpatient revenue from TRICARE ADSM plus ADD visits divided by total outpatient
revenue (TRICARE and non-TRICARE) derived from all other third party payers and private pay
during the previous OPPS year; i.e., May 1 through April 30. Reference paragraph 3.1.5.8.2.

3.1.5.8.2.2.2 The number of OPPS visits by ADSMs and ADDs during the previous OPPS year;
i.e., May 1 through April 30.
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3.1.5.8.2.2.3 Hospital-specific Medicare outpatient CCR based on the hospital’s most recent
cost reporting period.

3.1.5.8.2.24 Hospital's Medicare outpatient payment to charge ratio based on the
corresponding Medicare cost reporting period.

3.1.5.8.2.2.5 The hospital’'s recommended percentage adjustment as supported by the above
data requirement submissions.

3.1.5.8.2.3 Annual Contractor Data Review Requirements for the First OPPS Year (May 1,
2009 through April 30, 2010); Second OPPS Year (May 1, 2010 through April 30,
2011); and Third OPPS Year (May 1, 2011 through April 30, 2012)

3.1.5.8.2.3.1 Data requirements for evaluation of network adequacy necessary to support
military contingency operations:

» Number of available primary care and specialist providers in the network
locality;

« Availability (including reassignment) of military providers in the locations or
nearby;

» Appropriate mix of primary care and specialists needed to satisfy demand
and meet appropriate patient access standards (appointment/waiting time,
travel distance, etc.);

» Efforts that have been made to create an adequate network, and
o Other cost effective alternatives and other relevant factors.

3.1.5.8.2.3.2 If upon initial evaluation, the contractor determines the hospital meets the
disproportionate share criteria in paragraph 3.1.5.8.2, and is essential for continued network
adequacy, the request from the hospital along with the above supporting documentation shall be
submitted to the TRICARE Regional Office (TRO) for review and determination.

3.1.5.8.2.4 For the first OPPS year (May 1, 2009 through April 30, 2010); second OPPS year (May 1,
2010 through April 30, 2011); and third OPPS year (May 1, 2011 through April 30, 2012); the DTRO
shall conduct a thorough analysis and recommend the appropriate percentage adjustments to be
applied for that year; i.e., the General TMCPAs will be reviewed and approved on an annual basis.
The recommendation with a cost estimate shall be submitted to the MB&R to be forwarded to the
Director, TMA, or designee for review and approval. Disapprovals by the DTRO will not be
forwarded to MB&RB for TMA Director review and approval.

3.1.5.8.2.5 General TMCPA Process for OPPS Year Four and Subsequent Years (May 1,2012
and After)
3.1.5.8.2.5.1 The hospital’s request for a General TMCPA shall include the data requirements in

paragraphs 3.1.5.8.2.2.1 through 3.1.5.8.2.2.4.
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3.1.5.8.2.5.2 The MCSC shall conduct an initial evaluation and determine if the requesting
hospital meets the disproportionate share criteria in paragraph 3.1.5.8.2, and is essential for
continued network adequacy. The request from the hospital for a General TMCPA along with the
supporting documentation in paragraphs 3.1.5.8.2.2.1 through 3.1.5.8.2.2.4 and 3.1.5.8.2.3, shall be
submitted to the DTRO for review and determination.

3.1.5.8.2.5.3 The DTRO shall request TMA MB&RB run a query of claims history to determine if
the network hospital qualifies for a General TMCPA, i.e., the hospital’s payment-to-cost ratio is less
than 1.3 for care provided to ADSMs and ADDs during the previous OPPS year (May 1 through April
30).

3.1.5.8.2.54 The DTRO shall review the supporting documentation and the report from TMA
MB&RB, determine if the network hospital qualifies for a General TMCPA. The recommendation for
approval of a General TMCPA shall be submitted to the MB&RB to be forwarded to the Director,
TMA, or designee for review and approval. Disapprovals by the DTRO will not be forwarded to
MB&RB for TMA Director review and approval.

3.1.5.8.2.5.5 If a hospital meets the disproportionate share criteria in paragraph 3.1.5.8.2, and
is deemed essential for network adequacy to support military contingency operations, the
approved hospital’s General TMCPA payment will be set so the hospital’s payment-to-cost ratio for
TRICARE HOPD services does not exceed a ratio of 1.30. A hospital cannot be approved for a
General TMCPA payment if it results in the hospital earning more than 30% above its costs for
TRICARE beneficiaries.

3.1.5.8.2.5.6 Total TRICARE OPPS payments (including the TTPAs and the Transitional TMICPA)
of the qualifying hospital will be increased by the Director TMA, or designee, by way of an
additional payment after the end of the OPPS year (May | through April 30). Subsequent
adjustments will be issued to the qualifying hospitals for the prior OPPS year to ensure claims that
were not PTC the previous year are adjusted. The adjustment payment is separate from the
applicable General TMCPA approved for the current OPPS year.

3.1.5.8.2.5.7 Upon approval of the General TMCPA request by the TMA Director, MB&RB shall
notify the TRO of the approval. The TRO shall notify the Contracting Officer (CO) who shall send a
letter to the MCSC notifying them of the approval.

3.1.5.8.2.5.8 The MCSCs shall submit the General TMCPA amounts on a voucher in accordance
with requirements of the TOM, Chapter 3, Section 4. The voucher shall be sent electronically to
RM.Invoices@tma.osd.mil at the TMA CRM Office before releasing payments. The vouchers should
contain the following information: hospital name, address, Medicare number or provider number,
TIN, and the amount to be paid. Listings shall separate payments for prior OPPS years and the
current OPPS year.

3.1.5.8.2.5.9 CRM shall send an approval to the contractors to issue General TMCPA payments
out of the non-financially underwritten bank account based on fund availability.

3.1.5.8.2.5.10  General TMCPAs will be reviewed and approved on an annual basis; i.e., they will
have to be evaluated on a yearly basis by the DTRO in order to determine if the hospital continues
to serve a disproportionate share of ADSMs and ADDs and whether there are any other special
circumstances significantly affecting military contingency capabilities.
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3.1.5.8.2.6 TMA Director, or designee review.
» The Director, TMA or designee is the final approval authority.

» Adecision by the Director TMA or designee to adopt, modify, or extend General
TMCPAs is not subject to appeal.

3.1.5.8.3 Non-Network TMCPAs

TMCPAs may also be extended to non-network hospitals on a case-by-case basis for
specific procedures where it is determined that the procedures cannot be obtained timely enough
from a network hospital. This determination will be based on the contractor’s and TRO’s evaluation
of network adequacy data related to the specific procedures for which the TMCPA is being
requested as outlined under paragraph 3.1.5.8.2.3. Non-network TMCPAs will be adjusted on a
claim-by-claim basis. The associated costs would be underwritten or non-underwritten following
the applicable financing rules of the contract.

3.1.5.84 Application of Cost-Sharing
3.1.5.8.4.1 Transitional and General TMCPAs are not subject to cost-sharing.

3.1.5.8.4.2 Non-network TMCPAs shall be subject to cost-sharing since they are applied on a
claim-by-claim basis.

3.1.5.8.5 Reimbursement of Transitional, General, and Non-Network TMCPA costs shall be paid
as pass-through costs. The contractor does not financially underwrite these costs.

3.1.5.9 Hold Harmless TRICARE Transitional Outpatient Payments (TTOPs)

3.1.5.9.1 Effective January 1, 2010, TRICARE adopted Medicare’s hold harmless provision.
TRICARE will apply the hold harmless provision to qualifying hospitals as long as the provision
remains in effect under Medicare.

3.1.5.9.1.1 ForCYs 2010 and 2011, the hold harmless provision applies to hospitals with 100 or
fewer beds and all SCHs regardless of bed size.

3.1.5.9.1.2 For CY 2012, for the period January 1 through February 29, 2012, the hold harmless
provision applies to rural hospitals with 100 or fewer beds and all SCHs regardless of bed size. For
the period March 1, through December 31, 2012, the hold harmless provision applies to small rural
hospitals with 100 or fewer beds and SCHs with 100 or fewer beds.

3.1.5.9.2 TTOPs will be made to qualifying hospitals that have OPPS costs that are greater than
their TRICARE allowed amounts. The 7.1% increase for SCHs, the TTPAs for ER and clinic visits,
Transitional and General TMCPAs, if applicable, will be included in the allowed amounts when
determining if a hospital’s OPPS costs are greater than their TRICARE allowed amounts.

3.1.5.9.3 TRICARE will use a method similar to Medicare to reimburse these hospitals their

TTOPs. TRICARE will pay qualifying hospitals an amount equal to 85% of the difference between the
estimated OPPS costs and the OPPS payment.
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3.1.5.9.4 Process for TTOPs Year One (Effective January 1, 2010, through December 31,
2010) and Subsequent Years

3.1.5.9.4.1 TMA will run query reports of claims history to determine which hospitals qualify for
TTOPs at year end; i.e., those hospitals whose costs exceeded their allowed amounts during the
previous TTOPs year (January 1 through December 31).

3.1.5.9.4.2 These query reports will be run in subsequent TTOPs years to determine those
hospitals qualifying for TTOPs.

3.1.5.9.4.3 The year end adjustment will be paid approximately six months following the end of
the TTOPs year. Each year, subsequent adjustments will be issued to the qualifying hospitals for the
prior TTOPs year to ensure claims that were not PTC the previous year are adjusted.

3.1.5.9.4.4 The TMA MB&RB shall provide the MCSC with a copy of the query report noting
which hospitals in their region qualify for the TTOPs and the amounts to pay. A copy of the report
shall also be provided to TMA's CRM.

3.1.5.9.4.5 The contractor shall process the adjustment payments per the instructions in Section
G of their contracts under Invoice and Payment Non-Underwritten - Non-TEDs, Demonstrations. No
payments will be sent out without approval from TMA-Aurora (TMA-A), CRM, Budget.

3.2 Transitional Pass-Through for Innovative Medical Devices, Drugs, and Biologicals
3.2.1 Items Subject to Transitional Pass-Through Payments
3.2.1.1 Current Orphan Drugs

A drug or biological that is used for a rare disease or condition with respect to which the
drug or biological has been designated under section 526 of the Federal Food, Drug, and Cosmetic
Act if payment for the drug or biological as an outpatient hospital service was being made on the
first date that the OPPS was implemented.

Note:  Orphan drugs will be paid separately at the Average Sales Price (ASP) + 6%, which
represents a combined payment for acquisition and overhead costs associated with furnishing
these products. Orphan drugs will no longer be paid based on the use of drugs because all orphan
drugs, both single-indication and multi-indication, will be paid under the same methodology. The
TRICARE contractors will not be required to calculate orphan drug payments.

3.2.1.2 Current Cancer Therapy Drugs, Biologicals, and Brachytherapy

These items are drugs or biologicals that are used in cancer therapy, including (but not
limited to) chemotherapeutic agents, antiemetics, hematopoietic growth factors, colony
stimulating factors, biological response modifiers, biphosphonates, and a device of brachytherapy
if payment for the drug or biological as an outpatient hospital service was being made on the first
date that the OPPS was implemented.
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3.2.1.3 Current Radiopharmaceutical Drugs and Biological Products

A radiopharmaceutical drug or biological product used in diagnostic, monitoring, and
therapeutic nuclear medicine procedures if payment for the drug or biological as an outpatient
hospital service was being made on the first date that the OPPS was implemented.

3.2.1.4 New Medical Devices, Drugs, and Biologicals

New medical devices, drugs, and biologic agents, will be subject to transitional pass-
through payment in instances where the item was not being paid for as a hospital outpatient
service as of December 31, 1996, and where the cost of the item is “not insignificant” in relation to
the hospital OPPS payment amount.

3.2.2 Items eligible for transitional pass-through payments are generally coded under a Level Il
HCPCS code with an alpha prefix of “C".

» Pass-through device categories are identified by Sl of H
» Pass-through drugs and biological agents are identified by Sl of G

3.23 Drugs, Biologicals, and Radiopharmaceuticals With New or Continuing Pass-
Through Status in CY 2009

3.2.3.1 Provide payment for drugs and biologicals with pass-through status that are not part of
the Part B drug Competitive Acquisition Program (CAP) at a rate of ASP + 6%, the amount
authorized under section 1843(0) of the Social Security Act (SSA) rather than ASP + 4% that would
be the otherwise applicable fee schedule portion associated with drug or biological.

3.2.3.2 Provide payment for drugs and biologicals with pass-through status that are not part of
the Part B drug CAP at a rate of ASP + 6%, the amount authorized under section 1843(o) of the Act,
rather than ASP + 4% that would be the otherwise applicable fee schedule portion associated with
drug and biological.

3.2.3.3 The difference between ASP + 4% and ASP + 6%, therefore would be the CY 2009 pass-
through payment amount for these drugs and biologicals.

3.2.3.4 Considering diagnostic radiopharmaceuticals to be drugs for pass-through purposes
which will be reimbursed based on the ASP methodology; i.e., ASP + 6%.

3.2.3.5 Therapeutic radiopharmaceuticals with pass-through status in CY 2009 will be paid at
hospital charges adjusted to cost, the same payment methodology as other therapeutic
radiopharmaceuticals in CY 2009.

3.2.3.6 Ifadrug or biological that has been granted pass-through status for CY 2009 becomes
covered under the Part B drug CAP (if the program is reinstituted) the Centers for Medicare and
Medicaid Services (CMS) will provide payment for Part B Drugs that are granted pass-through status
and are covered under the Part B drug CAP at the Part B drug CAP rate.

3.2.3.7 Beneficiary copayments/cost-sharing will be based on the entire ASP of the transition
pass-through drug or biological.
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3.2.3.8 Drugs and biologicals that are continuing pass-through status or have been granted
pass-through status as of January 2009 for CY 2009 are displayed in Figure 13.3-5.

FIGURE 13.3-5 DRUGS AND BIOLOGICALS WITH PASS-THROUGH STATUS IN CY 2009

CY 2008 CY 2009
HCPCS HCPCS SHORT DESCRIPTOR Sl APC
C9238 J1953 Levetiracetam injection G 9238
9239 J9330 Temsirolimus injection G 1168
C9240* 19207 Exabepilone injection G 9240
9241 11267 Doripenem injection G 9241
9242 J1453 Fosaprepitant injection G 9242
9243 J9033 Bendamustine injection G 9243
C9244 J2785 Injection, regadenoson G 9244
C9354 C9354 Veritas collagen matrix, cm2 G 9354
C9355 C9355 Neuromatrix nerve cuff, cm G 9355
C9356 C9356 TendoGlide Tendon prot, cm2 G 9356
C9357 Q4114 Integra flowable wound matri G 1251
C9358 C9358 SurgiMend, 0.5cm2 G 9358
C9359 C9359 Implant, bone void filler G 9359
J1300 J1300 Eculizumab injection G 9236
J1571 J1571 Hepagam b im injection G 0946
J1573 J1573 Hepagam b intravenous, inj G 1138
J3488* 13488 Reclast injection G 0951
J9225* J9225 Vantas implant G 1711
19226 19226 Supprelin LA implant G 1142
J9261 J9261 Nelarabine injection G 0825
Q4097 J1459 Inj IVIG privigen 500 mg G 1214
C9245 Injection, romiplostim G 9245
C9246 Inj, gadoxetate G 9246
9248 Inj, clevidipine butyrate G 9248

* Indicates that the drug was paid at a rate determined by the Part B drug CAP methodology (prior to January
1, 2009) while identified as pass-through under the OPPS.

3.24 Reduction of Transitional Pass-Through Payments for Diagnostic
Radiopharmaceuticals to Offset Costs Packaged Into APC Groups

3.2.4.1 Priorto CY 2008, certain diagnostic radiopharmaceuticals were paid separately under the
OPPS if their mean per day cost were greater than the applicable year’s drug packaging threshold.

3.2.4.2 InCY 2008, CMS payment for all non-pass-through diagnostic radiopharmaceuticals were
packaged as ancillary and supportive items and service.

3.2.4.3 In CY 2009, continued to package payment for all non-pass-through diagnostic
radiopharmaceuticals.
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3.2.4.4 For OPPS pass-through purposes, radiopharmaceuticals are considered to be “drugs”
where the transitional pass-through for the drugs and biologicals is the difference between the
amount paid ASP + 4% or the Part B drug CAP rate and the otherwise applicable OPPS payment
amount of ASP + 6%.

3.2.4.5 Thereis currently one radiopharmaceutical with pass-through status under OPPS.

3.2.4.6 New pass-through diagnostic radiopharmaceuticals with no ASP information or CAP rate
will be paid at ASP + 6%, while those without ASP information will be paid based on Wholesale
Acquisition Cost (WAC) or, if WAC is not available, based on 95% of the product’s most recently
published Average Wholesale Price (AWP).

3.2.4.7 Offset Calculations.

3.24.7.1 An established methodology will be employed to estimate the portion of each APC
payment rate that could reasonably be attributed to the cost of an associated device eligible for
pass-through payment (the APC device offset).

3.24.7.2 New pass-through device categories will be evaluated individually to determine if
there are device costs packaged into the associated procedural APC payment rate - suggesting that
a device offset amount would be appropriate.

3.2.4.8 Effective April 1, 2009, diagnostic radiopharmaceutical HCPCS code C9247, lobenguane,
I-123, diagnostic, per study dose, up to 10 millicuries, has been granted pass-through status under
the OPPS and will be assigned Sl of G.

3.2.4.8.1 Beginning April 1, 2009, payment for HCPCS code C9247 will be made at 106% of ASP
if ASP data are submitted by the manufacturer. Otherwise, payment will be made based on the
product’s WAC. Further if WAC data is not available, payment will be made at 95% of the AWP.

3.2.4.8.2 Effective for nuclear medicine services furnished on and after April 1, 2009, when
HCPCS code C9247 is billed on the same claims with a nuclear medicine procedure, the amount of
payment for the pass-through diagnostic radiopharmaceutical reported with HCPCS code C9247
will be reduced by the corresponding nuclear medicine procedure’s portion of its APC payment
(offset amount) associated with diagnostic radiopharmaceutical; i.e., the payment for HCPCS code
C9247 will be reduced by the estimated amount of payment that is attributable to the predecessor
radiopharmaceutical that is package into payment for the associated nuclear medicine procedure
reported on the same claim as HCPCS code C9247.

3.24.8.3 When C9247 is billed on a claim with one or more nuclear medicine procedures, the
OPPS Pricer will identify the offset amount or amounts that apply to the nuclear medicine
procedures that are reported on the claim.

3.24.84 Where there is a single nuclear medicine procedure reported on the claim with a
single occurrence of C9247, the OPPS Pricer will identify a single offset amount for the procedure

billed and adjust the offset by the wage index that applies to the hospital submitting the bill.

3.2.4.8.5 Where there are multiple nuclear medicine procedures on the claim with a single
occurrence of the pass-through radiopharmaceutical, the OPPS Pricer will select the nuclear

25 C-79, April 4,2013



TRICARE Reimbursement Manual 6010.58-M, February 1, 2008
Chapter 13, Section 3

Prospective Payment Methodology
=

medicine procedure with the single highest offset amount, and will adjust the selected offset
amount by the wage index of the hospital submitting the claim.

3.2.4.8.6 When a claim has more than one occurrence of C9247, the OPPS Pricer will rank
potential offset amounts associated with the units of nuclear medicine procedures on the claim
and identify a total offset amount that takes into account the number of occurrences of the pass-
though radiopharmaceutical on the claims and adjust the total offset amount by the wage index of
the hospital submitting the claim.

3.2.4.8.7 The adjusted offset will be subtracted from the APC payment for the pass-through
diagnostic radiopharmaceutical reported with HCPCS code C9247.

3.2.4.8.8 The offset will cease to apply when the diagnostic radiopharmaceutical expires from
pass-through status.

3.25 Transitional Pass-Through Device Categories
3.2,5.1 Excluded Medical Devices

Equipment, instruments, apparatuses, implements or items that are generally used for
diagnostic or therapeutic purposes that are not implanted or incorporated into a body part, and
that are used on more than one patient (that is, are reusable), are excluded from pass-through
payment. This material is generally considered to be a part of hospital overhead costs reflected in
the APC payments.
3.2,5.2 Included Medical Devices

3.2.,5.2.1 The following implantable items may be considered for the transitional pass-through
payments:

» Prosthetic implants (other than dental) that replace all or part of an internal body
organ.

» Implantable items used in performing diagnostic x-rays, diagnostic laboratory
tests, and other diagnostic tests.

Note:  Any Durable Medical Equipment (DME), orthotics, and prosthetic devices for which
transitional pass-through payment does not apply will be paid under the DMEPOS fee schedule
when the hospital is acting as the supplier (paid outside the PPS).

3.2.5.3 Pass-Through Payment Criteria for Devices

Pass-through payments will be made for new or innovative medical devices that meet
the following requirements:

3.2,5.3.1 They were not recognized for payment as a hospital outpatient service prior to 1997
(i.e, payment was not being made as of December 31, 1996). However, the medical device shall be
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treated as meeting the time constraint (i.e., payment was not being made for the device as of
December 31, 1996) if either:

3.2.,5.3.1.1 The device is described by one of the initial categories established and in effect, or
3.2.5.3.1.2 The device is described by one of the additional categories established and in effect,
and

» An application under the Federal Food, Drug, and Cosmetic Act has been
approved; or

e The device has been cleared for market under section 510(k) of the Federal Food,
Drug, and Cosmetic Act; or

» The device is exempt from the requirements of section 510(k) of the Federal Food,
Drug, and Cosmetic Act under section 510(l) or section 510(m) of the Act.

3.2,5.3.2 They have been approved/cleared for use by the U.S. Food and Drug Administration
(FDA).

3.25.3.3 They are determined to be reasonable and necessary for the diagnosis or treatment
of an illness or injury or to improve the functioning of a malformed body part.

3.25.34 They are an integral and subordinate part of the procedure performed, are used for
one patient only, are surgically implanted or inserted via a natural or surgically created orifice on
incision, and remain with that patient after the patient is released from the HOPD.

3.2.5.3.4.1 Reprocessed single-use devices that are otherwise eligible for pass-through payment
will be considered for payment if they meet FDA’s most recent regulatory criteria on single-use

devices.

3.2.5.3.4.2 ltis expected that hospital charges on claims submitted for pass-through payment
for reprocessed single-use devices will reflect the lower cost of these devices.

Note:  The FDA published guidance for the processing of single-use devices on August 14, 2000
- “Enforcement Priorities for Single-Use Devices Reprocessed by Third Parties and Hospitals".

3.2.5.3.5 They are not equipment, instruments, apparatuses, implements, or such items for
which depreciation and financing expenses are recovered as depreciable assets.

3.2.5.3.6 They are not materials and supplies such as sutures, clips, or customized surgical kits
furnished incidental to a service or procedure.

3.2.5.3.7 They are not material such as biologicals or synthetics that may be used to replace
human skin.

3.2.5.3.8 No existing or previously existing device category is appropriate for the device.
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3.2.5.3.9 The associated cost is not insignificant in relation to the APC payment for the service
in which the innovative medical equipment is packaged.

3.2,5.3.10 The new device category must demonstrate that utilization of its devices provide
substantial clinical improvement for beneficiaries compared with currently available treatments,
including procedures utilizing devices in existing or previously existing device categories.

3.2.5.4 Duration of Transitional Pass-Through Payments

3.2.5.4.1 The duration of transitional pass-through payments for devices is for at least two, but
not more than three years. This period begins with the first date on which a transitional pass-
through payment is made for any medical device that is described by the category.

3.2.5.4.2 The costs of devices no longer eligible for pass-through payments will be packaged
into the costs of the procedures with which they are normally billed.

3.2.6 General Coding and Billing Instructions and Explanations

3.2.6.1 Devices implanted, removed, and implanted again, not associated with failure (applies to
transitional pass-through devices only):

» Ininstances where the physician is required to implant another device because the
first device fractured, the hospitals may bill for both devices - the device that resulted
in fracture and the one that was implanted into the patient.

« Itisrealized that there may be instances where an implant is tried but later removed
due to the device’s inability to achieve the necessary surgical result or due to
inappropriate size selection of the device by the physician (e.g., physician implants an
anchor to bone and the anchor breaks because the bone is too hard or must be
replaced with a larger anchor to achieve a desirable result). In such instances,
separate reimbursement will be provided for both devices. This situation does not
extend to devices that result in failure or are found to be defective. For failed or
defective devices, hospitals are advised to contact the vendor/manufacturer.

Note:  This applies to transitional pass-through devices only and not to devices packaged into
an APC.

3.2.6.2 Kits. Manufacturers frequently package a number of individual items used in a particular
procedure in a kit. Generally, to avoid complicating the category list unnecessarily and to avoid the
possibility of double coding, codes for such kits have not been established. However, hospitals are
free to purchase and use such kits.

3.2.6.2.1 If the kits contain individual items that separately qualify for transitional pass-
through payment, these items may be separately billed using applicable codes. Hospitals may not
bill for transitional pass-through payments for supplies that may be contained in kits.

3.2.6.2.2 HCPCS codes that describe devices without pass-through status and that are

packaged in kits with other items used in a particular procedure, hospitals may consider all kit costs
in their line-item charge for the associated device/device category HCPCS code that is assigned Sl
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of N for packaged payment (i.e., hospitals may report the total charge for the whole kit with the
associated device/device category HCPCS code. Payment for device/device category HCPCS codes
without pass-through status is packaged into payment for the procedures in which they are used,
and these codes are assigned Sl of N. In the case of a device kit, should a hospital choose to report
the device charge alone under a device/device category HCPCS code with Sl of N, the hospital
should report charges for other items that may be included in the kit on a separate line on the
claim.

3.2.6.3 Multiple Units. Hospitals must bill for multiple units of items that qualify for transitional
pass-through payments, when such items are used with a single procedure, by entering the
number of units used on the bill.

3.2.6.4 Reprocessed Devices. Hospitals may bill for transitional pass-through payments only for

those devices that are “single use.” Reprocessed devices may be considered “single use” if they are
reprocessed in compliance with the enforcement guidance of the FDA relating to the reprocessing
of devices applicable at the time the service is delivered.

3.2.6.5 Current Device Categories Subject to Pass-Through Payment

Two device categories were established for pass-through payment as a January 1, 2007,
HCPCS code C1821 (interspinous process distraction device (implantable)) and HCPCS code L8690
(auditory osseointegrated device, includes all internal and external components), will be active
categories for pass-through payment for two years as of January 1, 2007, i.e., these categories will
expire from pass-through payment as of December 31, 2008.

3.2.7 Reduction of Transitional Pass-Through Payments to Offset Costs Packaged into
APC Groups

3.2.7.1 Each new device category will be reviewed on a case-by-case basis to determine whether
device costs associated with the new category were packaged into the existing APC structure.

3.2.7.2 Ifitis determined that, for any new device category, no device costs associated with the
new category were packaged into existing APCs, the offset amount for the new category would be
set to $0 for CY 2008.

3.2.8 Calculation of Transitional Pass-Through Payment for a Pass-Through Device
3.2.8.1 Device pass-through payment is calculated by applying the statewide CCR to the
hospital’s charges on the claim and subtracting any appropriate pass-through offset. Statewide
CCRs are based on the geographical CBSA (two digit = rural, five digit = urban).

3.2.8.2 The following are two examples of the device pass-through calculations, one
incorporating a device offset amount applicable to CY 2003 and the other only applying the CCR
(offsets set to $0 for CY 2005).

3.2.8.3 The offset adjustment is applied only when a pass-through device is billed in addition to
the APC.
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Example 1: Transitional Pass-Through Payment Calculation with Offset

Device: (C1884 - Embolization Protective System)

Device cost = Hospital charge converted to cost = $1,200.00
Associated procedure: HCPCS Level 12 code 92982 (APC0083)
Payment rate = $3,289.42

Coinsurance amount = $657.88 (Standard ADFM who has met his/her yearly
deductible)

Total offset amount to be applied for each APC that contains device costs = $802.06

Note:  The total offset from the device amount is wage-index adjusted and the multiple
procedure discount factor is adjusted before it is subtracted from the device cost. (Refer to
paragraph 3.2.8.4 for detailed application of discounting factors to offset amounts.) This example
assumes a wage index of 1.0000.

Example 2:

Device cost adjusted by total offset amount: $1,200 - $802.06 = $397.94

TRICARE program payment (before wage index adjustment) for APC 0083:
$3,289.42 - $657.88 = $2,631.54

TRICARE payment for pass-through device C1884 = $397.94

Beneficiary cost-share liability for APC 0083 = $657.88

Total amount received by provider for APC 0083 and pass-through device C1884:

$2,631.54 TRICARE program payment for HCPCS Level I3 code 92982 when used
with device code C1884

657.88 Beneficiary coinsurance amount for HCPCS Level I3 code 92982
+397.94 Transitional pass-through payment for device
$3,687.36 Total amount received by the provider

Transitional Pass-Through Payment Calculation without Offset
Device: (C1884 - Embolization Protective System)

Device cost = Hospital charge converted to cost = $1,500.00
Associated procedure: HCPCS Level I3 code 92982 (APC0083)
Payment rate = $3,289.42

Coinsurance amount = $657.88 (standard ADFM who has met his/her yearly
deductible)

Total offset amount to be applied for each APC that contains device costs = $0.

2 CPT only © 2006 American Medical Association (or such other date of publication of CPT). All Rights Reserved.
3 HCPCS Level I/CPT only © 2006 American Medical Association (or such other date of publication of CPT). All Rights

Reserved.
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Note:  The total offset from the device amount is wage-index adjusted and the multiple
procedure discount factor is adjusted before it is subtracted from the device cost. (Refer to
paragraph 3.2.8.4 for detailed application of discounting factors to offset amounts.) This example
assumes a wage index of 1.0000.

Device cost adjusted by total offset amount: $1,500 - $0 = $1,500

TRICARE program payment (before wage index adjustment) for APC 0083:
$3,289.42 - $657.88 = $2,631.54

TRICARE payment for pass-through device C1884 = $1,500

Beneficiary cost-share liability for APC 0083 = $657.88

Total amount received by provider for APC 0083 and pass-through device C1884:

$2,631.54 TRICARE program payment for HCPCS Level I* code 92982 when used
with device code C1884

657.88 Beneficiary coinsurance amount for HCPCS Level I* code 92982
+1,500.00 Transitional pass-through payment for device
$4,789.42 Total amount received by the provider

Note:  Transitional payments for devices (Sl of H) are not subject to beneficiary cost-sharing/
copayments.

3.2.8.4 Stepsinvolved in applying multiple discounting factors to offset amounts prior to
subtracting from the device cost.

Step 1: For each APC with an offset multiply the offset by the discount percent (whether it is
50%, 75%, 100%, or 200%) and the units of service.

(Offset x Discount Rate x Units of Service)
Step 2: Sum the products of Step 1.

Step 3: Wage adjust the sum of the products calculated in Step 2.
(Step 2 Amount x Labor % x Wage Index) + Step 2 Amount x Nonlabor %)
Step 4: If the units of service from the procedures with offsets are greater than the device

units of service, then Step 3 is adjusted by device units divided by procedure offset
units.

[(Step 2 Amount x Labor % x Wage Index) + (Step 2 Amount x Nonlabor %) x (Device
Units + Offset Procedure Units)]

otherwise

(Step 2 Amount x Labor % x Wage Index) Step 2 Amount x Non-Labor %)

# HCPCS Level I/CPT only © 2006 American Medical Association (or such other date of publication of CPT). All Rights
Reserved.
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Example: If there are two procedures with offsets but only one device, then the final offset is
reduced by 50%.

Step 5: If there is only one line item with a device, then the amount calculated in Step 4 is
subtracted from the line item charge adjusted to cost.

[Step 4 Amount - (Line Item Charge x State CCR)]

Example: If there are multiple devices, then the amount from Step 4 is allocated to the line
items with devices based on their charges.

(Line Item Device Charge + Sum of Device Charges)
3.3 Drugs, Biologicals, and Radiopharmaceuticals Without Pass-Through Status

3.3.1 Radiopharmaceuticals, drugs, and biologicals which do not have pass-through status, are
paid in one of three ways:

» Packaged payment, or
» Separate payment (individual APCs), or
+ Allowable charge.

3.3.2 The cost of drugs and radiopharmaceuticals are generally packaged into the APC
payment rate for the procedure or treatment with which the products are usually furnished:

» Hospitals do not receive separate payment for packaged items and supplies; and

» Hospitals may not bill beneficiaries separately for any such packaged items and
supplies whose costs are recognized and paid for within the national OPPS payment
rate for the associated procedure or services.

3.33 Although diagnostic and therapeutic radiopharmaceutical agents are not classified as
drugs or biologicals, separate payment has been established for them under the same packaging
threshold policy that is applied to drugs and biologicals; i.e., the same adjustments will be applied
to the median costs for radiopharmaceuticals that will apply to non-pass-through, separately paid
drugs and biologicals.

3.4 Criteria for Packaging Payment for Drugs, Biologicals and Radiopharmaceuticals

3.4.1 Generally, the cost of drugs and radiopharmaceuticals are packaged into the APC
payment rate for the procedure or treatment with which the products are usually furnished.
However, packaging for certain drugs and radiopharmaceuticals, especially those that are
particularly expensive or rarely used, might result in insufficient payments to hospitals, which could
adversely affect beneficiary access to medically necessary services.

34.2 Payments for drugs and radiopharmaceuticals are packaged into the APCs with which
they are billed if the median cost per day for the drug or radiopharmaceutical is less than $60.
Separate APC payment is established for drugs and radiopharmaceuticals for which the median
cost per day exceeds $60.
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343 An exception to the packaging rule is being made for injectable oral forms of antiemetics,
listed in Figure 13.3-6.

FIGURE 13.3-6 ANTIEMETICS EXEMPTED FROM CY 2008 $60 PACKAGING THRESHOLD

HCPCS CODE SHORT DESCRIPTOR
J1260 Dolasetron mesylate
J1626 Granisetron HCl Injection
J2405 Ondansetron HCl Injection
12469 Palonosetron HCI

Q0166 Granisetron HCl 1 mg oral
Q0179 Ondansetron HCI 8 mg oral
Q0180 Dolasetron Mesylate oral

344 Continuing to package payment for all non-pass-through diagnostic
radiopharmaceuticals and contrast agents, regardless of their per day costs for CY 2009.

3.4.5 Payment For Drugs, Biologicals, And Radiopharmaceuticals Without Pass-Through
Status That Are Not Packaged

3.4.5.1 “Specified Covered Outpatient Drugs” Classification

3.4.5.1.1 Special classification (i.e., “specified covered outpatient drug”) is required for certain
separately payable radiopharmaceutical agents and drugs or biologicals for which there are
specifically mandated payments.

3.4.5.1.2 A “specified covered outpatient drug” is a covered outpatient drug for which a
separate APC exists and that is either a radiopharmaceutical agent or drug or biological for which
payment was made on a pass-through basis on or before December 31, 2002.

3.4.5.1.3 The following drugs and biologicals are designated exceptions to the “specified
covered outpatient drugs” definition (i.e., not included within the designated category

classification):

» Adrug or biological for which payment was first made on or after January 1, 2003,
under the transitional pass-through payment provision.

« Adrug or biological for which a temporary HCPCS code has been assigned.

» Orphan drugs.
3.4.5.2 Payment of Specified Outpatient Drugs, Biological, and Radiopharmaceuticals
3.4.5.2.1 Specified outpatient drugs and biologicals will be paid a combined rate of the ASP +
4% which is reflective of the present hospital acquisition and overhead costs for separately payable
drugs and biologicals under the OPPS. In the absence of ASP data, the WAC will be used for the

product to establish the initial payment rate. If the WAC is also unavailable, then payment will be
calculated at 95% of the most recent AWP.
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3.4.5.2.2 Since there is no ASP data for separately payable specified radiopharmaceuticals,
reimbursement will be based on charges converted to costs. Refer to Section 2, Figure 13.2-14, fora
list of therapeutic radiopharmaceuticals that will continue to be reimbursed under the cost-to-
charge methodology up through December 31, 2009.

» Therapeutic radiopharmaceuticals must have a mean per day cost of more than
$60 in order to be paid separately.

» Diagnostic radiopharmaceuticals and contrast agents are packaged regardless of
per day cost since they are ancillary and supportive of the therapeutic procedures
in which they are used.

3.4.5.3 Designated SI

The HCPCS codes for the above three categories of “specified covered outpatient drugs”
are designated with the Sl of K - non-pass-through drugs, biologicals, and radiopharmaceuticals
paid under the hospital OPPS (APC Rate). Refer to TMA’s OPPS web site at http://www.tricare.mil/
opps for APC payment amounts of separately payable drugs, biologicals and radiopharmaceuticals.

3.4.6 Payment for New Drugs and Biologicals With HCPCS Codes and Without Pass-
Through Application and Reference AWP or Hospital Claims Data

3.4.6.1 These new drugs and biologicals with HCPCS codes as of January 1, 2008, but which do
not have pass-through status and are without OPPS hospital claims data, will be paid at ASP + 4%
consistent with its final payment methodology for other separately payable non-pass-through
drugs and biologicals.

3.4.6.2 Payment for all new non-pass-through diagnostic radiopharmaceuticals will be
packaged.

3.4.6.3 Inthe absence of ASP data, the WAC will be used for the product to establish the initial
payment rate for new non-pass-through drugs and biologicals with HCPCS codes, but which are
without OPPS claims data. If the WAC is also unavailable, payment will be made at 95% of the
product’s most recent AWP.

3.4.6.4 SIKwill be assigned to HCPCS codes for new drugs and biologicals for which pass-
through application has not been received.

3.4.6.5 Payment for new therapeutic radiopharmaceuticals with HCPCS codes as of January 1,
2008, but which do not have pass-through status, will be assigned SI H and continue to be
reimbursed under the cost-to-charge methodology up through December 31, 2009.

3.4.6.6 In order to determine the packaging status of these items for CY 2008 an estimate of the
per day cost of each of these items was calculated by multiplying the payment rate for each
product based on ASP + 4%, by a estimated average number of units of each product that would
typically be furnished to a patient during one administration in the hospital outpatient setting.
Items for which the estimated per day cost is less than or equal to $60 will be packaged. For drugs
currently covered under the CAP the payment rates calculated under that program that were in
effect as of April 1, 2008 will be used for purposes of packaging decisions.
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3.4.7 Drugs and Biologicals Not Eligible for Pass-Through Status and Receiving Separate
Non-Pass-Through Payment

3.4.7.1 Payment will be based on median costs derived from CY claims data for drugs and
biologicals that have been:

» Separately paid since implementation of the OPPS under Medicare, but were not
eligible for pass-through status; and

» Historically packaged with the procedures with which they were billed, even though
their median cost per day was above the $60 packaging threshold.

3.4.7.2 Payment based on median costs should be adequate for hospitals since these products
are generally older or low-cost items.

3.4.8 Payment for New Drugs, Biologicals, and Radiopharmaceuticals Before HCPCS
Codes Are Assigned

3.4.8.1 The following payment methodology will enable hospitals to begin billing for drugs and
biologicals that are newly approved by the FDA and for which a HCPCS code has not yet been
assigned by the National HCPCS Alpha-Numeric Workgroup that could qualify them for pass-
through payment under the OPPS:

» Hospitals should be instructed to bill for a drug or biological that is newly approved
by the FDA by reporting the National Drug Code (NDC) for the product along with a
new HCPCS code €9399, “Unclassified Drug or Biological.”

»  When HCPCS code C9399 appears on the claim, the OCE suspends the claim for
manual pricing by the contractor.

« The new drug, biological and/or radiopharmaceutical will be priced at 95% of its AWP
from a schedule of allowable charges based on the AWP, and process the claim for
payment.

» The above approach enables hospitals to bill and receive payment for a new drug,
biological or radiopharmaceutical concurrent with it's approval by the FDA.

3.4.8.2 Hospitals will discontinue billing C9399 and the NDC upon implementation of a HCPCS
code, Sl, and appropriate payment amount with the next quarterly OPPS update.

3.4.9 Package payment for any biological without pass-through status that is surgically
inserted or implanted (through a surgical incision or a natural orifice) into the payment for the
associated surgical procedure.

3.4.9.1 Asaresult, HCPCS codes C9352, C9353, and J7348 are packaged and assigned Sl of N.

3.4.9.2 Anynew biologicals without pass-through status that are surgically inserted or implanted
will be packaged beginning in CY 2009.

35 C-68, May 17, 2012



TRICARE Reimbursement Manual 6010.58-M, February 1, 2008
Chapter 13, Section 3

Prospective Payment Methodology
=

3.4.10 Drugs And Non-Implantable Biologicals With Expiring Pass-Through Status

3.4.10.1 CY 2009 payment methodology of packaged or separate payment based on their
estimated per day costs, in comparison with the CY 2009 drug packaging threshold.

3.4.10.2 Packaged drugs and biologicals are assigned Sl of N and drugs and biologicals that
continue to be separately paid as non-pass-through products are assigned Sl of K.

3.5 Drug Administration Coding and Payment

3.5.1 The following HCPCS Level | drug administration codes will be assigned to their
respective APCs for payment:

FIGURE 13.3-7 CROSSWALK FROM HCPCS LEVEL | CODES FOR DRUG ADMINISTRATION TO
DRUG ADMINISTRATION APCs

HCPCS

LEVEL I*

CODE DESCRIPTION SI APC

90772 Therapeutic, prophylactic or diagnostic injection (specify substance or drug); X 0353
subcutaneous or intramuscular

90773 Therapeutic, prophylactic or diagnostic injection (specify substance or drug); intra-arterial | X 0359

90779 Unlisted therapeutic, prophylactic or diagnostic intravenous or intra-arterial injection or X 0352
infusion

96401 Chemotherapy administration, subcutaneous or intramuscular; non-hormonal anti- S 0116
neoplastic

96402 Chemotherapy administration subcutaneous or intramuscular; hormonal anti-neoplastic S 0116

96405 Chemotherapy administration; intralesional, up to and including 7 lesions S 0116

96406 Chemotherapy administration; intralesional, more than 7 lesions S 0116

96416 Chemotherapy administration, intravenous infusion technique; initiation of prolonged S 0117
chemotherapy infusion (more than 8 hours), requiring use of portable or implantable
pump

96420 Chemotherapy administration, intra-arterial; push technique S 0116

96422 Chemotherapy administration, intra-arterial; infusion technique, up to one hour S 0117

96423 Chemotherapy administration, intra-arterial; infusion technique, each additional hour up A -
to 8 hours (List separately in addition to code for primary procedure)

96425 Chemotherapy administration, intra-arterial; infusion technique, initiation of prolonged S 0117
infusion (more than 8 hours), requiring the use of a portable or implantable pump

96440 Chemotherapy administration into pleural cavity, requiring and including thoracentesis S 0116

96445 Chemotherapy administration into peritoneal cavity, requiring and including S 0116
peritoneocentesis

96450 Chemotherapy administration, into CNS (e.g., intrathecal), requiring and including spinal S 0116
puncture

96521 Refilling and maintenance of portable pump T 0125

96522 Refilling and maintenance of implantable pump or reservoir for drug delivery, systemic T 0125
(e.g., intravenous, intra-arterial)

* HCPCS Level I/CPT only © 2006 American Medical Association (or such other date of publication of CPT). All
Rights Reserved.
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FIGURE 13.3-7 CROSSWALK FROM HCPCS LEVEL | CODES FOR DRUG ADMINISTRATION TO
DRUG ADMINISTRATION APCs (CONTINUED)

HCPCS

LEVEL I*

CODE DESCRIPTION Sl APC

96523 Irrigation of implanted venous access device for drug delivery systems N

96542 Chemotherapy injection, subarachnoid or intraventricular via subcutaneous reservoir, S 0116
single or multiple agents

96549 Unlisted chemotherapy procedure S 0116

* HCPCS Level I/CPT only © 2006 American Medical Association (or such other date of publication of CPT). All
Rights Reserved.

3.5.2 The following non-chemotherapy HCPCS codes have also been created that are similar to
CPT codes for initiation of prolonged chemotherapy infusion requiring a pump and pump
maintenance and refilling codes so hospitals can bill for services when provided to patients who
require extended infusions for non-chemotherapy medications including drugs for pain (see Figure
13.3-8).

FIGURE 13.3-8 NON-CHEMOTHERAPY PROLONGED INFUSION CODES THAT REQUIRE A

PUMP
HCPCS
LEVEL I*
CODE DESCRIPTION SI APC
C8957 Intravenous infusion for therapy/diagnosis; initiation of prolonged infusion (more than 8 S 0441
hours), requiring use of portable or implantable pump

* HCPCS Level I/CPT only © 2006 American Medical Association (or such other date of publication of CPT). All
Rights Reserved.

3.5.3 Packaged HCPCS Level | codes for drug administration should continue to be billed to
ensure accurate payment in the future. These are bill changes for HCPCS Level | codes with Sl of N
that will be used as the basis for setting median costs for each drug administration HCPCS Level |
code in the future.

354 HCPCS Level I° codes 90772-90774 each represent an injection and as such, one unit of
the code may be billed each time there is a separate injection that meets the definition of the code.

3.5.5 Drugs for which the median cost per day is greater than $60 are paid separately and are
not packaged into the payment for the drug administration. Separate payment for drugs with a
median cost in excess of $60 will result in more equit