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On June 4, 2007, the Department of Health and Human Services published the final rules to implement Section 506 of the Medicare Modernization Act (MMA), which will require hospitals that participate in the Medicare program to accept Medicare-like rates as payment in full when providing services to Indian patients.  The rules places a cap on the amount hospitals may charge for patients referred by the IHS, tribal and urban Indian organization Contract Health Service (CHS) programs.  The new law will provide IHS and Tribally-operated CHS programs with similar benefits to those enjoyed by of other Federal purchasers of health care.  This document is intended to clarify questions concerning the new Medicare-like rate regulations.  
1. What are do the Medicare-like regulations do? 

Answer:  The new regulations require Medicare-participating hospitals and critical access hospitals (CAHs) that furnish inpatient hospital services to accept Medicare-like rate payments as payment in full when providing services to CHS patients of the Indian Health Service.    

2. What types of hospitals must comply with the new Medicare-like rate regulations? 

Answer:  The new regulation applies to all entities covered by the Medicare definition of “hospitals” including long-term care hospitals, independent inpatient rehabilitation facilities, inpatient psychiatric facilities, as well as all levels of care furnished by Medicare participating hospitals—inpatient, outpatient, skilled nursing facility care, and other services provided by a department, subunit, distinct part, or other component of a hospital.  

3. What is the effective date for the new Medicare-like rate regulation and will claims be covered on or before the effective date? 
Answer: The final regulations become effective July 5, 2007, and will apply to claims provided on or after the effective date.  The regulation will not apply to claims for services provided before July 5, 2007.  

4. Are Critical Access Hospitals, Long-term Care Hospitals, independent inpatient rehabilitation facilities, and inpatient psychiatric facilities covered be these new rules? 
Answer: Yes.  They are covered by the definition of “hospital” in Section 1861(e) or (f) as applicable under the Social Security Act.  
5. Can Hospitals and Critical Access Hospitals refuse to provide services to CHS patients referred by the IHS, Tribes, and urban Indian organizations? 
Answer: No.  Hospitals and critical access hospitals are prohibited from refusing to provide services to an individual on the basis that payment is subject the requirements of Medicare-like rates ((42 CFR Part 136).  

6. What payment methodologies will be used under Medicare-like rates?  

Answer(s):  The new rule clarifies that payment for hospital services that the Medicare program would pay under a prospective payment system (PPS) will be based on that PPS. For example, payment for inpatient hospital services shall be made per discharge based on the applicable PPS used by the Medicare program to pay for similar hospital services under 42 CFR part 412. 
Payment for outpatient hospital services shall be made based on a PPS used in the Medicare program to pay for similar hospital services under 42 CFR part 419. Payment for skilled nursing facility (SNF) services shall be based on a PPS used in the Medicare program to pay for similar SNF services under 42 CFR part 413. 
7. What if a Medicare participating hospital is exempt from the prospective payment system? 

Answer:  Medicare participating hospitals that furnish inpatient services but are exempt from PPS and receive reimbursement based on reasonable costs (for example, critical access hospitals (CAHs), children’s hospitals, cancer hospitals, and certain other hospitals reimbursed by Medicare under special arrangements), including provider subunits exempt from PPS, payment shall be made per discharge based on the reasonable cost methods established under 42 CFR part 413, except that the interim payment rate under 42 CFR part 413, subpart E shall constitute payment in full for authorized charges.  

8. Who is responsible for determining payment calculations?  

Answer:  The I/T/U will be responsible for calculating payments based the above payment methodologies.  Adjustments will be allowed to correct billing or claims processing errors, including when fraud is detected.  I/T/Us shall pay the providing hospital the full PPS based rate, or the interim reasonable cost rate, without reduction for any co-payments, coinsurance, and deductibles required by the Medicare program from the patient.  

9. What if there is a co-payment requirement?  
Answer(s):  The I/T/U payor of last resort rule continues to apply under these new rules.  If there are any third party payors, the I/T/U will pay the amount for which the patient is being held responsible after the provider of services has coordinated benefits and all other alternative resources have been considered and paid, including applicable co-payments, deductibles, and coinsurance that are owed by the patient.  
In those instances when a co-payment is required, the maximum amount paid by the I/T/U shall only be for that portion of the payment determined under the Medicare-like rate regulation not covered by any other payor.     
When payment is made by Medicaid it is considered payment in full and there will be no additional payment made by the I/T/U to the amount paid by Medicaid (except for applicable cost sharing). 
10. Who is responsible for submitting claims?  

The hospital or its agent must submit the claim for authorized services (UB92 or HIPAA compliant electronic format) to the I/T/U, agent, or fiscal intermediary identified by the I/T/U in the agreement between the I/T/U and the hospital or in the authorization for services provided by the I/T/U.  Payment shall be made only for those items and services authorized by an I/T/U.  

11. What if a hospital has submitted an inaccurate claim? 

Answer:  If it is determined that a hospital has submitted inaccurate information for payment, such as admission, discharge or billing data, an I/T/U may deny payment (in whole or in part) with respect to any such services.  The I/T/U may also disallow costs previously paid, including any payments made under any methodology authorized under the regulation.  The recovery of payments made in error may be taken by any method authorized by law.
12. Can a hospital continue to bill Indian patients for the difference between full billed charges and Medicare-like rates?  

Answer:  No.  There shall be no additional charges for services provided under this regulation.  A payment made in accordance with this regulation shall constitute payment in full and the hospital or its agent may not impose any additional charge on the patient.  

13. May Urban Indian Organizations participate and take advantage of the new Medicare-like rates?  
Answer: Yes.  An urban Indian organization may authorize for purchase items and services for an eligible urban Indian patient (as those terms are defined in 25 U.S.C. 1603(f) and (h)) according to section 503 of the IHCIA and applicable regulations. Services and items furnished by Medicare-participating inpatient hospitals shall be subject to the payment methodology set forth in § 136.30.
14. What if a hospital refuses to accept Medicare-like rates; who is responsible for enforcement?  

Answer:  Hospitals may not refuse service to an individual on the basis that the payment for services is authorized under the Medicare-like rate regulations.  Providers that refuse to accept Medicare-like rate payments or deny patients should be reported to your local IHS Area Office and to the Native American Contact in your CMS Regional Office.  

15. Where can I direct additional questions concerning the Medicare-like rate regulations?  

Answer:  You may direct inquiries to Carl Harper, Director, Office of Resource Access and Partnerships, IHS, 801 Thompson Avenue, Twinbrook Metro Plaza Suite 360, Rockville, Maryland 20852, telephone (301) 443-2694. Dorothy Dupree, Director, Tribal Affairs Group, OEA, CMS, 7500 Security Boulevard, Mail Stop: C1-13-11, Baltimore, Maryland 21244, telephone (410) 786-1942.
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