OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE
HEALTH AFFAIRS

16401 EAST CENTRETECH PARKWAY
AURORA, COLORADO 80011-9066

TRICARE
MANAGEMENT ACTIVITY

MB&RB CHANGE 40
6010.58-M
DECEMBER 23, 2010

PUBLICATIONS SYSTEM CHANGE TRANSMITTAL
FOR
TRICARE REIMBURSEMENT MANUAL (TRM), FEBRUARY 2008

The TRICARE Management Activity has authorized the following addition(s)/revision(s).

CHANGE TITLE: FISCAL YEAR (FY) 2011 CRITICAL ACCESS HOSPITAL (CAH)
COST-TO-CHARGE RATIO (CCR) CAPS

CONREQ: 15232

PAGE CHANGE(S): See page 2.

SUMMARY OF CHANGE(S): This change provides the annual update to the CAH inpatient
and outpatient CCR caps.

EFFECTIVE DATE: December 1,2010.

IMPLEMENTATION DATE: Upon direction of the Contracting Officer.

le N b
nn N. Fazzini

Acting Chief, Medical Benefits and
Reimbursement Branch

ATTACHMENT(S): 2 PAGE(S)
DISTRIBUTION: 6010.58-M

WHEN PRESCRIBED ACTION HAS BEEN TAKEN, FILE THIS TRANSMITTAL WITH BASIC DOCUMENT.




CHANGE 40
6010.58-M
DECEMBER 23, 2010

REMOVE PAGE(S)

CHAPTER 15
Section 1, pages 5 and 6

INSERT PAGE(S)

Section 1, pages 5 and 6



TRICARE Reimbursement Manual 6010.58-M, February 1, 2008
Chapter 15, Section 1
Critical Access Hospitals (CAHSs)

|
that are unnecessary in the efficient delivery of services covered by the program.

4.3.1 TMA shall calculate an overall inpatient CCR and overall outpatient CCR, obtained from
data on the hospital’'s most recently filed Medicare cost report as of July 1 of each year.

4.3.2 The inpatient and outpatient CCRs are calculated using Medicare charges, e.g., Medicare
costs for outpatient services are derived by multiplying an overall hospital outpatient CCR (by
department or cost center) by Medicare charges in the same category.

43.3 The following methods are used by TMA to calculate the CCRs for CAHs. The worksheet
and column references are to the CMS Form 2552-96 (Cost Report for Electronic Filing of Hospitals).

INPATIENT CCRs

Numerator Medicare costs were defined as Worksheet D-1, Part II, line 49 MINUS (worksheet D, Part lll, Column 8,
sum of lines 25-30 PLUS Worksheet D, Part IV, line 101).

Denominator | Medicare charges were defined as Worksheet D-4, Column 2, sum of lines 25-30 and 103.

OUTPATIENT CCRs

Numerator Outpatient costs were taken from Worksheet D, Part V, line 104, the sum of Columns 6, 7, 8, and 9.

Denominator | Total outpatient charges were taken from the same Worksheet D, Part V, line 104, sum of Columns 2, 3,
4, and 5 for the same breakdowns.

434 To reimburse the vast majority of CAHs for all their costs in an administratively feasible
manner, TRICARE will identify CCRs that are outliers using the method used by Medicare to identify
outliers in its Outpatient Prospective Payment System (OPPS) reimbursement methods. Specifically,
Medicare classifies CCR outliers as values that fall outside of three standard deviations from the
geometric mean. Applying this method to the CAH data, those limits will be considered the
threshold limits on the CCR for reimbursement purposes. For Fiscal Year (FY) 2010, this calculation
resulted in an inpatient CCR cap of 2.31 and outpatient CCR cap of 1.26. For FY 2011, the inpatient
CCR cap is 2.57 and the outpatient CCR capis 1.31. Thus, for FY 2011, TRICARE will pay the lesser of
2.57 multiplied by the billed charges or 101% of costs (using the hospital’s CCR and billed charges)
for inpatient services and the lesser of 1.31 multiplied by the billed charges or 101% of costs for
outpatient services. Following is the two step comparison of costs.

Step 1: Inpatient, pay the lesser of:

FY cap x billed charges (minus non-covered charges) OR
1.01 x (hospital-specific CCR x billed charges (minus non-covered charges))

Step 2: Outpatient, pay the lesser of:

FY cap x billed charges OR
1.01 x (hospital-specific CCR x billed charges)

4.3.5 TMA shall provide a list of CAHs to the Managed Care Support Contractors (MCSCs) with
their corresponding inpatient and outpatient CCRs by November 1 each year. The CCRs shall be
updated on an annual basis using the second quarter CMS Hospital Cost Report Information
System (HCRIS) data. The updated CCRs shall be effective as of December 1 of each respective year,
with the first update occurring December 1, 2009.
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4.3.6 TMA shall also provide the MCSCs the State median inpatient and outpatient CAH CCRs
to use when a hospital specific CCR is not available.

4.4 CAH Listing

4.4.1 TMA will maintain the CAH listing on the TMA’s web site at http://www.tricare.mil/
hospitalclassification/, and will update the list on a quarterly basis and will notify the contractors by
e-mail when the list is updated.

44.2 For payment purposes for those facilities that were listed on both the CAH and Sole
Community Hospital (SCH) lists prior to June 1, 2006, the contractors shall use the implementation
date of June 1, 2006, as the effective date for reimbursing CAHs under the DRG-based payment
system. The June 1, 2006, effective date is for admissions on or after June 1, 2006. For admissions
prior to June 1, 2006, if a facility was listed on both the CAH and SCH lists, the SCH list took
precedence over the CAH list. The contractors shall not initiate recoupment action for any claims
paid billed charges where the CAH was also on the SCH list, prior to the June 1, 2006, effective date.
For admissions on or after December 1, 2009, CAHs are reimbursed under the reasonable cost
method.

4.4.3 The effective date on the CAH list is the date supplied by the Centers for Medicare and
Medicaid Services (CMS) upon which the facility began receiving reimbursement from Medicare as
a CAH, however, if a facility was listed on both the CAH and SCH lists prior to June 1, 2006, the
effective date for TRICARE DRG reimbursement is June 1, 2006. For admissions on or after
December 1, 2009, CAHs are reimbursed under the reasonable cost method.

44.4 After June 1, 2006, if a CAH is added or dropped off of the list from the previous update,
the quarterly revision date of the current listing shall be listed as the facility’s effective or
termination date, respectively.

44,5 If the contractor receives documentation from a CAH indicating their status is different
than what is on the CAH listing on TMA’s web site, the contractor shall send the information to TMA,
Medical Benefits & Reimbursement Branch (MB&RB) to update the listings on the web

4.5 CAHs participating in the demonstration in the state of Alaska, from July 1, 2007 through
November 30, 2009, are exempt from the DRG-based payment system and are subject to the
payment rates under the TRICARE Demonstration Project. For information on the demonstration,
refer to the TRICARE Operations Manual (TOM), Chapter 18, Section 8.

4.6 Priorto December 1, 2009, the contractor’s shall update their institutional provider files to
include CAH’s and their Indirect Medical Education (IDME) factors, if applicable, as the CMS
Inpatient Provider Specific File used to update the annual DRG Provider File does not contain CAH
information.

4.7 Billing and Coding Requirements

4.7.1 The contractors shall use type of institution 91 for CAHs.

4.7.2 CAHs shall utilize bill type 11X for inpatient services.
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