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b. Number of interns and residents. Initially, the number of interns and residents 
will be derived from the most recently available audited Centers for Medicare and Medicaid 
Services (CMS) cost-report data (1984). Subsequent updates to the adjustment factor will be 
based on the count of interns and residents on the annual reports submitted by hospitals to 
the contractors (see above). The number of interns and residents is to be as of the date the 
report is submitted and is to include only those interns and residents actually furnishing 
services in the reporting hospital and only in those units subject to DRG-based 
reimbursement. The percentage of time used in calculating the full-time equivalents is to be 
based on the amount of time the interns and residents spend in the portion of the hospital 
subject to DRG-based payment or in the outpatient department of the hospital on the 
reporting date. Beginning in FY 1999, TRICARE/CHAMPUS will use the number of interns 
and residents from CMS most recently available Provider Specific File.

c. Number of beds. Initially, the number of beds will be those reported on the 
most recent AHA Annual Survey of Hospitals (1986). Subsequent updates to the adjustment 
factor will be based on the number of beds reported annually by hospitals to the contractors 
(see above). The number of beds in a hospital is determined by counting the number of 
available bed days during the period covered by the report, not including beds or bassinets 
assigned to healthy newborns, custodial care, and excluded distinct part hospital units, and 
dividing that number by the number of days in the reporting period. Beginning in FY 1999, 
TRICARE/CHAMPUS will use the number of beds from CMS’s most recently available 
Provider Specific File.

d. Updates of indirect medical education factors. It is the contractor’s 
responsibility to update the adjustment factors based on the data contained in the annual 
report. The effective date of the updated factor shall be the date payment is made to the 
hospital (check issued) for its capital and direct medical education costs, but in no case can it 
be later than 30 days after the hospital submits its annual report. The updated factor shall be 
applied to claims with a date of discharge on or after the effective date. Similarly, contractors 
may correct initial factors if the hospital submits information (for the same base periods) 
which indicates the factor provided by TMA is incorrect.

(1) Beginning in FY 1999, TRICARE/CHAMPUS will use the ratio of interns 
and residents to beds from CMS’s most recently available Provider Specific File to update the 
IDME adjustment factors. The ratio will be provided to the contractors to update each 
hospital’s IDME adjustment factor at the same time as the annual DRG update. The updated 
factors shall be applied to claims with a date of discharge on or after October 1 of each year. 
The contractor is no longer required to update a hospital’s IDME factor based on data 
contained in the hospital’s annual request for reimbursement for its capital and direct 
medical education costs.

(2) This alternative updating method shall only apply to those hospitals 
subject to the Medicare PPS as they are the only ones included in the Provider Specific File.

e. Adjustment for children’s hospitals. An indirect medical education 
adjustment factor will be applied to each payment to qualifying children’s hospitals. The 
factors for children’s hospitals will be calculated using the same formula as for other 

C-79, June 30, 2008



TRICARE REIMBURSEMENT MANUAL 6010.55-M, AUGUST 1, 2002
CHAPTER 6, SECTION 8

HOSPITAL REIMBURSEMENT - TRICARE/CHAMPUS DRG-BASED PAYMENT SYSTEM 
(ADJUSTMENTS TO PAYMENT AMOUNTS)

18

hospitals. The initial factor will be based on the number of interns and residents and hospital 
bed size as reported by the hospital to the contractor. If the hospital provides the data to the 
contractor after payments have been made, the contractor will not make any retroactive 
adjustments to previously paid claims, but the amounts will be reconciled during the “hold 
harmless” process. At the end of its fiscal year, a children’s hospital may request that its 
adjustment factor be updated by providing the contractor with the necessary information 
regarding its number of interns and residents and beds. The number of interns, residents, 
and beds must conform to the requirements above. The contractor is required to update the 
factor within 30 days of receipt of the request from the hospital, and the effective date shall 
conform to the policy contained above.

(1) Beginning in August 1998, and each subsequent year, the contractor 
shall send a notice to each children’s hospital in its Region, who have not provided the 
contractor with updated information on its number of interns, residents and beds since the 
previous October 1 and advise them to provide the updated information by October 1 of that 
same year.

(2) The contractors shall send the updated ratios for children’s hospitals to 
TMA, MB&RS, or designee, by April 1 of each year to be used in TMA’s annual DRG update 
calculations.

f. TRICARE For Life (TFL). No adjustment for indirect medical education costs 
is to be made on any TFL claim on which Medicare has made any payment. If TRICARE is 
the primary payer (e.g., claims for stays beyond 150 days) payments are to be adjusted for 
indirect medical education in accordance with the provisions of this section.

8. Present On Admission (POA) Indicators and Hospital Acquired Conditions 
(HACs).

a. Effective for admissions on or after October 1, 2009, those inpatient acute care 
hospitals that are paid under the TRICARE/CHAMPUS DRG-based payment system shall 
report a POA indicator for every diagnosis on inpatient acute care hospital claims. Providers 
shall report POA indicators to TRICARE in the same manner they report to the CMS, and in 
accordance with the UB-04 Data Specifications Manual, and ICD-9-CM Official Guidelines 
for Coding and Reporting. See the complete instructions in the UB-04 Data Specifications 
Manual for specific instructions and examples. Specific instructions on how to select the 
correct POA indicator for each diagnosis code are included in the ICD-9-CM Official 
Guidelines for Coding and Reporting.

b. There are five POA indicator reporting options, as defined by the ICD-9-CM 
Official Coding Guidelines for Coding and Reporting:

Y = Indicates that the condition was present on admission.

W = Affirms that the provider has determined based on data and clinical 
judgment that it is not possible to document when the onset of the 
condition occurred.

N = Indicates that the condition was not present on admission.
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c. HACs. TRICARE shall adopt those HACs adopted by CMS. On or about 
September 2009, the HACs, and their respective diagnosis codes will be posted at http://
www.tricare.mil/drgrates.

d. Provider responsibilities and reporting requirements. For non-exempt 
providers, issues related to inconsistent, missing, conflicting, or unclear documentation must 
be resolved by the provider. POA is defined as present at the time the order for inpatient 
admission occurs. Conditions that develop during an outpatient encounter, including 
emergency department, observation, or outpatient surgery, are considered as present on 
admission.

e. The TRICARE/CHAMPUS contractor shall accept, validate, retain, pass, and 
store the POA indicator.

f. Exempt Providers

(1) The following hospitals are exempt from POA reports for TRICARE:

(a) Critical Access Hospitals (CAHs)

(b) Long Term Care (LTC) Hospitals

(c) Maryland Waiver Hospitals

(d) Cancer Hospitals

(e) Children’s Inpatient Hospitals

(f) Inpatient Rehabilitation Hospitals

(g) Psychiatric Hospitals

(h) Sole Community Hospitals (SCHs)

(i) Veterans Administration (VA) Hospitals

(2) Contractors shall identify claims from those hospitals that are exempt 
from POA reporting, and shall take the actions necessary to be sure that the TRICARE 
grouper software does not apply HAC logic to the claim.

U = Indicates that the documentation is insufficient to determine if the 
condition was present at the time of admission.

1 = Signifies exemption from POA reporting. CMS established this code as 
a workaround to blank reporting on the electronic 4010A1. A list of 
exempt ICD-9-CM diagnosis codes is available in the ICD-9-CM 
Official Coding Guidelines.
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g. The DRG payment is considered payment in full, and the hospital cannot bill 
the beneficiary for any charges associated with the hospital-acquired complication or charges 
because the DRG was demoted to a lesser-severity level.

h. Effective October 1, 2009, claims will be denied if a non-exempt hospital does 
not report a valid POA indicator for each diagnosis on the claim.

i. Reports. Contractors shall create a monthly report listing all TRICARE 
Encounter Data (TED) records that had HACs. The report shall include, at a minimum, the 
TED Record Indicator, each HAC reported, the POA indicator for each HAC, the dates of 
service/admission, the DRG that was paid, the total amount paid by TRICARE, and the 
following provider data: Taxpayer Identification Number (TIN), Sub-Identifier (SUBID), Zip 
Code, Type of Institution, and National Provider Identifier (NPI). The report shall be 
provided to TMA by the 10th of each month in an Excel file and submitted via the E-
Commerce Extranet. The first monthly report shall be due no later than November 10, 2009.

- END -
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