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submitted by the provider, that the fa-
cility or organization meets all re-
quirements for provider-based status
under this part

[656 FR 18538, Apr. 7, 2000, as amended at 65
FR 58920, Oct. 3, 2000; 66 FR 1599, Jan. 9, 2001;
66 FR 59920, Nov. 30, 2001; 67 FR 50114, Aug. 1,
2002]

§413.70 Payment for services of a
CAH

(a) Payment for inpatient services fur-
nished by a CAH.

(1) Payment for inpatient services of
a CAH is the reasonable costs of the
CAH in providing CAH services to its
inpatients, as determined in accord-
ance with section 1861(v)(1)(A) of the
Act and the applicable principles of
cost reimbursement in this part and in
Part 415 of this chapter, except that
the following payment principles are
excluded when determining payment
for CAH inpatient services:

(iv) The payment window provisions
for preadmission services, specified in
§412.2(c)(b) of this subchapter and
§413.40(c)(2).

(2) Except as specified in paragraph
(a)(3) of this section, payment to a CAH
for inpatient services does not include
any costs of physician services or other
professional services to CAH inpa-
tients, and is subject to the Part A hos-
pital deductible and coinsurance, as de-
termined under subpart G of part 409 of
this chapter.

(3) If a CAH meets the criteria in
§412.113(c) of this subchapter for pass-
through of costs of anesthesia services
furnished by qualified nonphysician an-
esthetists employed by the CAH or ob-
tained under arrangements, payment
to the CAH for the costs of those serv-
ices is made in accordance with
§412.113(c).

(b) Payment for outpatient services fur-
nished by CAH.

(1) General.

(i) Unless the CAH elects to be paid
for services to its outpatients under
the method specified in paragraph
(b)(3) of this section, the amount of
payment for outpatient services of a
CAH is the amount determined under
paragraph (b)(2) of this section.

(ii) Except as specified in paragraph
(b)(6) of this section, payment to a CAH
for outpatient services does not include
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any costs of physician services or other
professional services to CAH out-
patients.

(2) Reasonable costs for facility services.
(i) Payment for outpatient services of a
CAH is the reasonable costs of the CAH
in providing CAH services to its out-
patients, as determined in accordance
with section 1861(v)(1)(A) of the Act
and the applicable principles of cost re-
imbursement in this part and in Part
415 of this chapter, except that the fol-
lowing payment principles are excluded
when determining payment for CAH
outpatient services:

(A) Lesser of costs or charges;

(B) RCE limits;

(C) Any type of reduction to oper-
ating or capital costs under §413.124 or
§413.130(j).

(D) Blended payment amounts for
ambulatory surgical services, radi-
ology services, and other diagnostic
services;

(ii) Payment to a CAH under para-
graph (b)(2) of this section does not in-
clude any costs of physician services or
other professional services to CAH out-
patients and, other than for clinical di-
agnostic laboratory tests, is subject to
the Part B deductible and coinsurance
amounts as determined under
§§410.152(k), 410.160, and 410.161 of this
chapter.

(iii) Payment for outpatient clinical
diagnostic laboratory tests is not sub-
ject to the Medicare Part B deductible
and coinsurance amounts. Payment to
a CAH for clinical diagnostic labora-
tory tests will be made on a reasonable
cost basis under this section only if the
individuals are outpatients of the CAH,
as defined in §410.2 of this chapter, at
the time the specimens are collected.
Clinical diagnostic laboratory tests
performed for persons who are not pa-
tients of the CAH when the specimens
are collected will be made in accord-
ance with the provisions of sections
1833(a)(1)(D) and 1833(a)(2)(D) of the So-
cial Security Act.

(A) The amount paid is equal to 100
percent of the least of—

(I) Charges determined under the fee
schedule as set forth in section
1833(h)(1) or section 1834(d)(1) of the
Act;

(2) The limitation amount for that
test determined under section
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1833(h)(4)(B) of the Act or the amount
of the charges billed for the test; or

(3) A negotiated rate established
under section 1833(h)(6) of the Act.

(B) Payment for outpatient clinical
diagnostic laboratory tests is not sub-
ject to the Medicare Part B deductible
and coinsurance amounts, as specified
in §410.152(k) of this chapter.

(3) Election to be paid reasonable costs
for facility services plus fee schedule for
professional services. (i) A CAH may
elect to be paid for outpatient services
in any cost reporting period under the
method described in paragraphs
(b)(3)(i1) and (b)(3)(iii) of this section.
This election must be made in writing,
made on an annual basis, and delivered
to the fiscal intermediary servicing the
CAH at least 30 days before the start of
each affected cost reporting period. An
election of this payment method, once
made for a cost reporting period, re-
mains in effect for all of that period
and applies to all services furnished to
outpatients during that period.

(ii) If the CAH elects payment under
this method, payment to the CAH for
each outpatient visit will be the sum of
the following amounts:

(A) For facility services, not includ-
ing any services for which payment
may be made under paragraph
(b)(3)(11)(B) of this section, the reason-
able costs of the services as determined
under paragraph (b)(2)(i) of this sec-
tion; and

(B) For professional services other-
wise payable to the physician or other
practitioner, 115 percent of the
amounts that otherwise would be paid
for the services if the CAH had not
elected payment under this method.

(iii) Payment to a CAH, other than
for clinical diagnostic laboratory tests,
is subject to the Part B deductible and
coinsurance amounts, as determined
under §§410.152(k), 410.160, and 410.161 of
this chapter.

(4) Costs of emergency room on-call
physicians.

(i) Effective for cost reporting peri-
ods beginning on or after October 1,
2001, the reasonable costs of outpatient
CAH services under paragraph (b) of
this section may include amounts for
reasonable compensation and related
costs for an emergency room physician
who is on call but who is not present on
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the premises of the CAH involved, is
not otherwise furnishing physicians’
services, and is not on call at any other
provider or facility.

(ii) For purposes of this paragraph
)(4)—

(A) ‘“Amounts for reasonable com-
pensation and related costs’ means all
allowable costs of compensating emer-
gency room physicians who are on call
to the extent the costs are found to be
reasonable under the rules specified in
paragraph (b)(2) of this section and the
applicable sections of Part 413. Costs of
compensating emergency room physi-
cians are allowable only if the costs are
incurred under written contracts that
require the physician to come to the
CAH when the physician’s presence is
medically required.

(B) An ‘‘emergency room physician
who is on call’ means a doctor of medi-
cine or osteopathy with training or ex-
perience in emergency care who is im-
mediately available by telephone or
radio contact, and is available on site
within the timeframes specified in
§485.618(d) of this chapter.

(5) Costs of ambulance services.

(i) Effective for services furnished on
or after December 21, 2000, payment for
ambulance services furnished by a CAH
or an entity that is owned and operated
by a CAH is the reasonable costs of the
CAH or the entity in furnishing those
services, but only if the CAH or the en-
tity is the only provider or supplier of
ambulance services located within a 35-
mile drive of the CAH or the entity.

(ii) For purposes of paragraph (b)(5)
of this section, the distance between
the CAH or the entity and the other
provider or supplier of ambulance serv-
ices will be determined as the shortest
distance in miles measured over im-
proved roads between the CAH or the
entity and the site at which the vehi-
cles of the closest provider or supplier
of ambulance services are garaged. An
improved road for this purpose is any
road that is maintained by a local,
State, or Federal government entity
and is available for use by the general
public. An improved road will be con-
sidered to include the paved surface up
to the front entrance of the hospital
and the front entrance of the garage.

(6) If a CAH meets the criteria in
§412.113(c) of this subchapter for pass-
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through of costs of anesthesia services
furnished by nonphysician anesthetists
employed by the CAH or obtained
under arrangement, payment to the
CAH for the costs of those services is
made in accordance with §412.113(c) of
this chapter.

(c) Final payment based on cost report.
Final payment to the CAH for CAH fa-
cility services to inpatients and out-
patients furnished during a cost report-
ing is based on a cost report for that
period, as required under §413.20(b).

[656 FR 47109, Aug. 1, 2000, as amended at 66
FR 32195, June 13, 2001; 66 FR 39936, Aug. 1,
2001; 67 FR 50118, Aug. 1, 2002]

§413.74 Payment to a foreign hospital.

(a) Principle. Section 1814(f) of the
Act provides for the payment of emer-
gency and nonemergency inpatient
hospital services furnished by foreign
hospitals to Medicare beneficiaries.
Subpart H of part 424 of this chapter,
together with this section, specify the
conditions for payment. These condi-
tions may result in payments only to
Canadian and Mexican hospitals.

(b) Amount of payment. Effective with
admissions on or after January 1, 1980,
the reasonable cost for services covered
under the Medicare program furnished
to beneficiaries by a foreign hospital
will be equal to 100 percent of the hos-
pital’s customary charges (as defined
in §413.13(b)) for the services.

(c) Submittal of claims. The hospital
must establish its customary charges
for the services by submitting an
itemized bill with each claim it files in
accordance with its election under
§424.104 of this chapter.

(d) Exchange rate. Payment to the
hospital will be subject to the official
exchange rate on the date the patient
is discharged and to the applicable de-
ductible and coinsurance amounts de-
scribed in §§409.80 through 409.83.

[61 FR 34793, Sept. 30, 1986, as amended at 51
FR 41351, Nov. 14, 1986; 53 FR 6648, Mar. 2,
1988; 53 FR 12945, Apr. 20, 1988]

§413.80

Subpart F—Specific Categories of
Costs

§413.80 Bad debts, charity, and cour-
tesy allowances.

(a) Principle. Bad debts, charity, and
courtesy allowances are deductions
from revenue and are not to be in-
cluded in allowable cost; however, ex-
cept for anesthetists’ services de-
scribed under paragraph (h) of this sec-
tion, bad debts attributable to the
deductibles and coinsurance amounts
are reimbursable under the program.

(b) Definitions—(1) Bad debts. Bad
debts are amounts considered to be
uncollectible from accounts and notes
receivable that were created or ac-
quired in providing services. ‘‘Accounts
receivable’” and ‘‘notes receivable’ are
designations for claims arising from
the furnishing of services, and are col-
lectible in money in the relatively near
future.

(2) Charity allowances. Charity allow-
ances are reductions in charges made
by the provider of services because of
the indigence or medical indigence of
the patient. Cost of free care (uncom-
pensated services) furnished under a
Hill-Burton obligation are considered
as charity allowances.

(3) Courtesy allowances. Courtesy al-
lowances indicate a reduction in
charges in the form of an allowance to
physicians, clergy, members of reli-
gious orders, and others as approved by
the governing body of the provider, for
services received from the provider.
Employee fringe benefits, such as hos-
pitalization and personnel health pro-
grams, are not considered to be cour-
tesy allowances.

(c) Normal accounting treatment: Re-
duction in revenue. Bad debts, charity,
and courtesy allowances represent re-
ductions in revenue. The failure to col-
lect charges for services furnished does
not add to the cost of providing the
services. Such costs have already been
incurred in the production of the serv-
ices.

541



