Payment Window- Inpatient PPS
This is not applicable to CAH facilities  
There are significant changes/clarification that will apply to physician clinics, offices, entities that are wholly owned or operated by a PPS hospital.

The link to the final rules for details regarding the payment window:

November 28, 2011 Physicians Final Rule starting on page 78280, CMS website:

http://www.cms.gov/PhysicianFeeSched/PFSFRN/itemdetail.asp?filterType=none&filterByDID=-99&sortByDID=4&sortOrder=descending&itemID=CMS1253669&intNumPerPage=10
IPPS final Rule:

http://www.gpo.gov/fdsys/pkg/FR-2011-08-18/pdf/2011-19719.pdf
Payment Window
This applies to outpatient services provided on the day of or three days (IPPS) one day (Non IPPS) before a hospital admission, by an entity wholly owned or operated by the hospital.  Hospitals must understand all of the CMS guidelines that follow, in order to know how and if the payment window applies to services.
Wholly Owned Or Operated
``An entity is wholly owned by the hospital if the hospital is the sole owner of the entity. An entity is wholly operated by a hospital if the hospital has exclusive responsibility for conducting and overseeing the entity's routine operations, regardless of whether the hospital also has policymaking authority over the entity.'' 

``[a]'' hospital-owned or hospital-operated physician clinic or practice is subject to the payment window provision.'' 

Both diagnostic and non diagnostic services provided by a wholly owned or wholly operated physician clinic or practice are included in the 3-day (or 1-day) payment window policy.

Physician Clinics

CMS has clarified that regardless of whether the entity is provider based or freestanding, the technical component MUST be reported on the hospital inpatient claim, when applicable.  This means that even if you are not split billing PC-1500 and TC-UB, the services are still subject to the payment window if the entity meets the definition of “wholly owned or operated”.

CMS reminds hospitals that this rule applies to services provided at a wholly owned or operated entity such as an ASC, Mental Health (CMHC), or rehab facility.

In the November 28, 2012 Physician Final rule there are several scenarios of ownership and operational interests.  Hospitals should review ALL of the information regarding the payment window. 
PD modifier for 1500 claims

Beginning on January 1, 2012, CMS payment modifier PD (Diagnostic or related nondiagnostic item or service provided in a wholly owned or wholly operated entity to a patient who is admitted as an inpatient within 3 days, or 1 day) will be available, and wholly owned or wholly operated entities should begin to append the modifier to claims subject to the 3-day payment window at that time. We expect that hospitals and their wholly owned or wholly operated entities will continue working toward establishing internal processes to ensure compliance with section 102 of PACMBPRA as quickly as possible to achieve coordinated billing for services subject to the 3-day payment window policy. The PD modifier will signal claims processing systems to provide payment only for the PC for CPT/HCPCS codes with a TC/PC split and to pay services without a PC/TC split at the facility rate when they are provided in the 3-day (or, in the case of non-IPPS hospitals, 1-day) payment window. The facility rate will be paid for codes without a TC/PC split to avoid duplicate payment for the technical resources required to provide the services.

We will require hospitals and their wholly owned or wholly operated entities to fully coordinate their billing and to properly bill for diagnostic and related nondiagnostic services subject to the3-day payment window policy beginning July 1, 2012. 

We encourage hospitals to adjust their internal processes as quickly as possible to ensure a smooth implementation.
This should not be a problem for facilities that are already split billing provider based clinics.  In these cases, you are reporting the PC only on the 1500 and assigning site of service as outpatient hospital.

This may pose a problem for those hospitals that have NOT been split billing. Hospitals must carefully review how this will be implemented.  For example:

· Hospital A owns or operates a freestanding clinic.  The clinic reports the PC/TC services on the 1500 to all payers.   For Medicare, the following steps need to be implemented:
1. The clinic will have to begin a process to identify diagnostic and non-diagnostic services.  
A. Diagnostic services Per CMS: Hospitals should already be including the costs of diagnostic services furnished by wholly owned or wholly operated entities on their cost report because the 3-day payment window policy for diagnostic services is longstanding.
-Clinical Lab: The total charge will reported to the hospital and the hospital should be reporting the total charge on the inpatient hospital claim.

-Radiology and Other diagnostic services- Append PD modifier in order for the claims processing system to apply the facility rate.  Refer to previous information regarding PD modifier.
B. Non Diagnostic services Per CMS:  We proposed to pay at the facility rate for codes without a TC/PC split to avoid duplicate payment for the technical resources required to provide the preadmission services as those costs will be included on the hospital's inpatient claim for the related inpatient admission.
If the services are clinically related to the inpatient admission, report a PD modifier.  A decision will need to be made on the TC charge to be reported by the hospital.  

2. Per CMS:    We stated that the hospital will be responsible for notifying the practice of related inpatient admissions for a patient who received services in a wholly owned or wholly operated physician practice within the 3-day (or, when appropriate, 1-day) payment window prior to the inpatient stay. 

The technical charge for services provided to a Medicare patient, subject to bundling will need to be reported on the hospital claim. The hospital and clinic must develop a process for handling this procedure.  

3. The clinic will need to begin reporting PD modifier on the 1500 as soon as possible.  Payments will be reduced beginning July 1, 2012.  

Entities/Services Excluded:

Ambulance

Chronic Maintenance of Renal Dialysis 

RHC services

FQHC services

SNF, Swingbed, Home Health and Hospice services paid under Part A
(Note- if a Part B service is submitted on a Part B claim, and it was by the SNF, swingbed or rehab the service would be subject to bundling.)
Diagnostic Services

All diagnostic services must be bundled onto the inpatient claim.  This applies to the technical component of the test.

· IPPS- on the day of or 3 days preceeding the inpatient admission

· Non-IPPS psychiatric hospitals and units, inpatient rehabilitation hospitals and units, long-term care hospitals, children's hospitals, and cancer hospitals- the day of and one day preceding
The bundling rule applies to the following services, which are subject to claim edits per CMS manual 100-4 Chapter 3 section 40.2.  However, regardless of the Revenue code, hospitals must look at individual services to determine if they are diagnostic.

	Revenue Code
	Description

	0254 - 
	Drugs incident to other diagnostic services 

	0255 - 
	Drugs incident to radiology 

	030X - 
	Laboratory 

	031X - 
	Laboratory pathological 

	032X - 
	Radiology diagnostic 

	Revenue Code
	Description

	0341, 0343 - 
	Nuclear medicine, diagnostic/Diagnostic Radiopharmaceuticals 

	035X - 
	CT scan 

	0371 - 
	Anesthesia incident to Radiology 

	0372 - 
	Anesthesia incident to other diagnostic services 

	040X - 
	Other imaging services 

	046X - 
	Pulmonary function 

	0471 - 
	Audiology diagnostic 

	0481, 0489- 
	Cardiology, Cardiac Catheter Lab/Other Cardiology with CPT codes 93501, 93503, 93505, 93508, 93510, 93526, 93541, 93542, 93543, 93544, 93556, 93561, or 93562 diagnostic 

	0482- 
	Cardiology, Stress Test 

	0483- 
	Cardiology, Echocardiology 

	053X - 
	Osteopathic services 

	061X - 
	MRT 

	062X - 
	Medical/surgical supplies, incident to radiology or other diagnostic services 

	073X - 
	EKG/ECG 

	074X - 
	EEG 

	0918- 
	Testing- Behavioral Health 

	092X - 
	Other diagnostic services


Non Diagnostic:

All outpatient services that are not defined as diagnostic services (other than ambulance and maintenance renal dialysis services), that are provided by a hospital (or an entity wholly owned or wholly operated by the hospital) to a patient.

· IPPS- on the day of or 3 days preceding the inpatient admission

· Non-IPPS psychiatric hospitals and units, inpatient rehabilitation hospitals and units, long-term care hospitals, children's hospitals, and cancer hospitals- the day of and one day preceding
Non diagnostic applies to any revenue code not listed under the diagnostic section.  

The technical component of the service must be bundled onto the inpatient claim if they are clinically related to the admission.

The hospital must develop a method of reviewing these services.  If not clinically related, the hospital must attest to the fact that the services are not related.  The outpatient hospital claim containing non diagnostic services must report condition code 51 when the services are not clinically related to services on the inpatient claim.
Non Diagnostic Services Not Clinically Related To The Admission:
The provider must attest that the outpatient services were clinically unrelated to the beneficiary’s inpatient admission, by reporting condition code 51 on the claim.  This must be supported by documentation in the patient’s medical record. 

Condition Code 51 (Attestation of Unrelated Outpatient Nondiagnostic Services)
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