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CHAPTER 13
DEPENDENTS DENTAL PLAN

A. GENERAL PROVI SI ONS.

1 Purpose. This section prescribes guidelines and policies for the

delivery and adm nistration of-the Active Duty Dependents Dental Plan of the
Uni formed Services for the Arny, the Navy, the Air Force, the Marine Corps,

the Coast Guard, the Conm ssioned Corps of the U S. Public Health Service

(UsPHS), and the Comm ssioned Corps of the National Oceanic and Atnospheric
Adm ni stration (NGAA).

2. Applicability

a. Geographic. This section is applicable geographically wthin
the 50 States of the United States, the District of Colunmbia, the

Commonweal th of Puerto Rico, Guam and the U 'S. Virgin |slands.

b. Agency. The provisions of this section apply throughout the
Departnent of Defense (DoD), the Coast Guard, the Comm ssioned Corps of the
UspPHS, and the Conm ssioned Corps of the NOAA

3. Authority and responsibility

a. Legislative authority

(1) Joint requlations. 10 vu.s.c. Chapter 55, 1076a authorizes
the Secretary of Defense, in consultation with the Secretary of Health and
Human Services and the Secretary of Transportation, to prescribe regulations
for the admnistration of the Active Duty Dependents Dental Pl an.

(2) Adm nistration. 10 u.s.C. Chapter 55 also authorizes the
Secretary of Defense to administer the Active Duty Dependents Dental Plan for
the Arny, Navy, Air Force, and Marine Corps under DoD jurisdiction, the
Secretary of Transportation to adm nister the Active Duty Dependents Dent al
Plan for the Coast CGuard, when the Coast Guard is not operating as a service
in the Navy, and the Secretary of Health and Human Services to adm nister the

Active Duty Dependents Dental Plan for the Conm ssioned Corps of the NOAA and
t he USPHS.

(3) Care outside the United States. 10 U S.C., Chapter 55,
1076a authorizes the Secretary of Defense to establish basic dental benefit
plans for eligible dependents of nenbers of the unifornmed services

acconpanyi ng the nmenmber on permanent assignnments of duty outside the United
States.

b. Organi zati onal del egati ons and assi gnnments

(1) Assistant Secretary of Defense (Health Affairs)
(ASD(HA)). The Secretary of Defense, by DoD Directive 5136.1 (reference(b)),
del egated authority to the AsD(HA) to provide policy guidance, nanagenent
control, and coordination as required for all DoD health and nedi cal
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resources and functional areas including health benefit prograns.
| npl enenting authority is contained in DoD 5025.1-M (reference(c)). For
addi tional inplenmenting authority see Chapter 1.C. of this Regul ation.

(2) Evidence of eligibility. The Departnent of Defense,
t hrough the Defense Enrollment Eligibility Reporting System (DEERS), is
responsi ble for establishing and maintaining a listing of persons eligible to
receive benefits under the Active Duty Dependents Dental Pl an.

4, Active duty dependents dental benefit plan. This is a program of
dental benefits provided by the U S Governnent under public law to specified
categories of individuals who are qualified for these benefits by virtue of
their relationship to one of the seven Uniforned Services, and their vol un-
tary decision to accept enrollnment in the program and cost-share with the
CGovernment in the premumcost of the benefits. The Dependents Dental Plan
IS an insurance, service, or prepaynent plan involving a contract guarantee-
ing the indemification or paynment of the enrolled nenber’s dependents
against a specified loss in return for a premumpaid. \Were state regul a-
tions, charter requirenents, or other provisions of state and |ocal regul a-
tion governing dental insurance and prepaynent programs conflict wth Federal
| aw and regul ation governing this Program Federal |aw and regul ati on shal
govern. Qtherwise, this Program shall conply with state and |ocal regulatory
requirenents.

5. Pl an funds

a. Funding sources. The funds used by the Active Duty Dependents
Dental Plan are appropriated funds furnished by the Congress through the
annual appropriation acts for the Departnent of Defense and the Departnent of
Heal th and Human Services and funds collected by the Uniformed Services
mont hly through payroll deductions as prem um shares fromenrolled nenbers,

b. Disposition of funds. Plan funds are paid by the Government as
premuns to an insurer, service, or prepaid dental care organization under a
contract negotiated by the Director, OCHAMPUS, or a designee, under the pro-
visions of the Federal Acquisition Regulation (FAR).

C. Plan. The Director, OCHAMPUS or designee provides an insurance
policy, service plan, or prepaid contract of benefits in accordance with
those prescribed by law and regulation; as interpreted and adjudicated in
accord with the policy, service plan, or contract and a dental benefits
brochure; and as prescribed by requirenents of the dental plan organization's
contract with the government.

d. Contracting out. The nmethod of delivery of the Active Duty
Dependents Dental Benefit Plan is through a competitively procured contract.
The Director, OCHAMPUS, or a designee is responsible for negotiating, under
provisions of the FAR a contract for dental benefits insurance or prepaynent
whi ch includes responsibility for (1) devel opnent, publication, and enforce-
ment Of benefit policy, exclusions, and linitations in conpliance with the
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| aw, regulation, and the contract provisions; (2) adjudicating and processing
clainms; and (3) conduct of related supporting activities, such as eligibility
verification, provider relations, and beneficiary conmunications,

6. Rol e of Health Benefits Advisor (HBA). The HBA is appointed (gener-
ally by the commander of a Uniformed Services nedical treatment facility) to
serve as an advisor to patients and staff in matters involving the Active
Duty Dependents Dental Plan. The HBA may assist beneficiaries or sponsors in
applying for benefits, in the preparation of clains, and in their relations
wi th OCHAMPUS and the dental plan insurer. However, the HBA is not respons-
ible for the plan's policies and procedures and has no authority to nake
benefit determ nations or obligate the plan’s funds. Advice given to benefi-
ciaries as to determnation of benefits or level of paynent is not binding on
OCHAMPUS or the insurer.

1. Di scl osure of information to the public. Records and information
acquired in the admnistration of the Active Duty Dependents pental Plan are
not records of the Department of Defense. The records are established by the
Dependents Dental Plan insurer in accordance with standard business practices
of the industry, and are used in the deternmnation of eligibility, program
managenent and operations, utilization review, quality assurance, program
integrity, and underwiting in accordance with standard business practices.
By, contract, the records and information are subject to government audit and
the government receives reports derived fromthem Records and infornation
specified by contract are provided by an outgoing insurer to a successor
insurer in the event of a change in the contractor.

8. Equality of benefits. Al clains submtted for benefits under the
Active Duty Dependents Dental Plan shall be adjudicated in a consistent,

fair, and equitable manner, w thout regard to the rank of the sponsor.

9. Coordination of benefits. The dental plan insurer shall conduct
coordination of benefits for the Active Duty Dependents Dental Plan in
accordance with generally accepted business practices.

10. Information on participating providers. The Director, OCHAMPUS or
desi gnee, shall develop and make available to Unifornmed Services Health
Benefits Advisors and mlitary installation personnel centers copies of |ists
of participating providers and providers accepting assignment for all |ocali-
ties with significant nunbers of dependents of active duty menbers. In
addition, the Director, OCHAMPUS or designee, shall respond to inquiries
regarding availability of participating providers in areas not covered by the
|ists of participating providers.

B.  DEFI NI TI ONS

For nost definitions applicable to the provisions of this section, refer
to Chapter 2 of this Regulation, The followi ng definitions apply only to
this section.
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Assignment. Acceptance by a nonparticipating provider of paynent direct-
ly fromthe insurer while reserving the right to charge the beneficiary or
sponsor for any remaining anount of the fees for services which exceeds the
prevailing fee allowance of the insurer.

Aut horized Provide<. A dentist or dental hygienist specifically author-
| zed to provide benefits under the Active Duty Dependents Dental Plan in
Section F. of this Chapter.

Beneficiary. A dependent of an active duty nember who has been enrolled
in the Active Duty Dependents Dental Plan, and has been determned to be

eligible for benefits, as set forth in Section C. of this Chapter.

Beneficiary Liability. The legal obligation of a beneficiary, his or her
estate, or responsible famly nenber to pay for the costs of dental care or
treatnment received. Specifically, for the purposes of services and supplies
covered by the Active Duty Dependents Dental Benefit Plan, beneficiary
liability includes cost-sharing anounts and any anount above the prevailing
fee determnation by the insurer where the provider selected by the
beneficiary is not a participating provider or a provider within an approved
alternative delivery system Beneficiary liability also includes any
expenses for services and supplies not covered by the Active Duty Dependents
Dental Benefit Plan, |ess any discount provided as a part of the insurer’s
agreenment with an approved alternative delivery system

By report. Dental procedures which are authorized as benefits only in
unusual circunstances requiring justification of exceptional conditions
related to otherwi se authorized procedures. For exanple, a house call m ght
be justified based on an enrolled dependent’s severe handi cap which prevents
visits in the dentist's office for traditional prophylaxis. Alternatively,
additional drugs mght be required separately from an otherw se authorized
procedure because of an energent reaction caused by drug interaction during
the performance of a restoration procedure. These services are further
defined in Section E. of this Chapter.

Cost-Share.  The anpunt of noney for which the beneficiary (or sponsor)
| S responsible In connection with otherwi se covered dental services (other
than disall owed anounts) as set forth in Sections D. and G of this Chapter.
Cost-sharing may also be referred to as “co-paynent. ”

Defense Enrollnent Eligibility Reporting System (DEERS). The automated
systemthat is conposed of two phases:

1 Enrolling all active duty and retired service nmenbers, their depen-
dents, and the dependents of deceased service nmenbers, and

2. Verifying their eligibility for health care benefits in the direct
care facilities and through the Active Duty Dependents Dental PIan.
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Dental hygienist. Practitioner in rendering conplete oral prophylaxis
services, applying nedication, performng dental radiography, and providing
dental education services with a certificate, associate degree, or bachelor’s
degree in the field, and |icensed by an appropriate authority.

Dentist. Doctor of Dental Medicine (D.M.D.) or Doctor of Dental Surgery
(D.D.S.) who is licensed to practice dentistry by an appropriate authority.

D agnostic services. Category of dental services including (1) clinical
oral exam nations, (2) radiographic exanmnations, and (3) diagnostic |abora-
tory tests and exam nations provided in connection with other dental proce-
dures authorized as benefits of the Active Duty Dependents Dental Plan and
further defined in Section E. of this Chapter.

Energency palliative services. Mnor procedures perforned for the
i mredi ate relief of pain and disconfort as further defined in Section E of
this Chapter. This definition excludes those procedures other than mnor
pal liative services which may result in the relief of pain and disconfort,
but constitute the usual initial stage or conclusive treatnment in procedures
not otherw se defined as benefits of the Active Duty Dependents Dental Pl an.

Endodontics. The etiology, prevention, diagnosis, and treatnent of
di seases and injuries affecting the dental pulp, tooth root, and periapical

tissue as further defined in Section E. of this Chapter.

Initial Determination. A formal witten decision on an Active Duty
Dependents Dental Plan claim a request by a provider for approval as an
aut hori zed provider, or a decision disqualifying or excluding a provider as
an authorized provider under the Active Duty Dependents Dental PIan.
Rejection of a claim or a request for benefit or provider authorization for
failure to conmply with admnistrative requirenents, including failure to
submt reasonably requested information, is not an initial determination.
Responses to general or specific inquiries regarding Active Duty Dependent
Dental Plan benefits are not initial determnations.

Laboratory and Pathol ogy Services. Laboratory and pathol ogy exam nations
(i ncluding machine diagnostic tests that produce hard-copy results) ordered
by a dentist when necessary to, and rendered in connection with other covered
dental services.

Nonparticipating provider. A dentist or dental hygienist that furnished
dental services to an Active Duty Dependents Dental Plan beneficiary, but who
has not agreed to participate or to accept the insurer’'s fee allowances and
appl i cabl e cost-share as the total charge for the services. A nonparticipat-
ing provider looks to the beneficiary or sponsor for final responsibility for
payment of his or her charge, but may accept payment (assignment of benefits)
directly fromthe insurer or assist the beneficiary in filing the claimfor
rei mbursenent by the contractor. \Were the nonparticipating provider does
not accept paynment directly fromthe insurer, the insurer pays the benefici-
ary or sponsor, not the provider.
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Oral Surgery. Surgical procedures perfornmed in the oral cavity as
further defined in Section E. of this Chapter.

Orthodontics.  The supervision, guidance, and correction of the grow ng
or mature dentofacial structures, inducting those conditions that require
movenment of teeth or correction of malrelationships and mal f ormati ons of
their related structures and adjustnent of relationships between and anong
teeth and facial bones by the application of forces and/or the stinulation
and redirection of functional forces wthin the craniofacial conplex.

Participating Provider. A dentist or dental hygienist who has agreed to
accept the insurer’'s reasonable fee allowances or other fee arrangenents as
the total charge (even though less than the actual billed anount), including
provision for paynent to the provider by the beneficiary (or sponsor) of any
cost-share for services.

Party to a Hearing. An appealing party or parties, the insurer, and
OCHAMPUS .

Party to the Initial Determnation. Includes the Active Duty Dependents
Dental Plan, a beneficiary of the Active Duty Dependents Dental Plan and a
participating provider of services whose interests have been adjudicated by
the initial determnation. In addition, a provider who has been denied
approval as an authorized Active Duty Dependents Dental Plan provider is a
party to that initial determnation, as is a provider who is disqualified or
excluded as an authorized provider, unless the provider is excluded under
another federal or federally funded program  See Section H of this Chapter
for additional information concerning parties not entitled to admnistrative
review under the Active Duty Dependents Dental Pl an appeal s procedures.

Periodontics. The exam nation, diagnosis, and treatment of diseases
affecting the supporting structures of the teeth as further defined in
Section E. of this Chapter.

Preventive Services. Traditional prophylaxis including scaling deposits
fromteeth, polishing teeth, and topical application of fluoride to teeth as
further defined in Section E. of this Chapter.

Prost hodontics. The diagnosis, planning, neking, insertion, adjustnent,
refinenent, and repair of artificial devices intended for the replacement of
m ssing teeth and associated tissues as further defined in Section E. of this
Chapter.

Provider. A dentist or dental hygienist as specified in Section F. of
this Chapter.

Representative. ANy person who has been appointed by a party to the
i nitial determnati on as counsel or advisor and who is otherwse eligible to
serve as the counsel or advisor of the party to the initial determ nati on,

particularly in connection with a hearing.
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Restorative services. Restoration of teeth including those procedures
conmonly described as anmal gam restorations, resin restorations, pin reten-
tion, and stainless steel crowns for primary teeth as further defined in
Section E. of this Chapter.

Sealants. A naterial designed for application on the occlusal surfaces
of specified teeth to seal the surface irregularities to prevent ingress of
oral fluids, food, and debris in order to prevent tooth decay.

C. ENRCLLMENT AND ELIGBILITY

1. Ceneral. Sections 1076a, 1072(2)(A), (D) or (1) and 1072(6) of 10
U.s.c., Chapter 55 set forth those persons who are eligible for voluntary
enrol I ment in the Active Duty Dependents Dental Benefit Plan. A
determnation that a person is eligible for voluntary enroll ment does not
entitle such a person automatically to benefit paynments. The active duty
menber must enroll his or her dependents as defined in this Part, and other
Parts of this Regulation set forth additional requirements that nust be net
before eligibility for the plan is extended.

2. Persons eligible. Dependent. A person who bears one of the follow-
ing relationships to an active duty menber (under a call or order that does
not specify a period of 30 days or |ess):

a. Spouse. A lawful husband or wife, regardless of whether or not
dependent upon the active duty nember.

b. Child. To be eligible, the child must be unmarried and neet
one of the requirements of this section.

(1) Alegitimate child.

“(2) An adopted child whose adoption has been conpleted

| egal | y.

(3) Alegitimate stepchild.

(4) An illegitimate child of a nale nenber whose paternity has
been determned judicially, or an illegitimate child of record of a female
menber who has been directed judicially to support the child.

(5 Anillegitimate child of a male active duty nenber whose
paternity has not been determned judicially, or an illegitimate child of

record of a fenale active duty menber who:
(a) Resides with or in a home provided by the nenber and

(b) I's and continues to be dependent upon the nenber for
over 50 percent of his or her support.
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(6) An illegitimate child of the spouse of an active duty
menber (that is, the active duty menber’'s stepchild) who:

(a) Resides-with or in a hone provided by the active duty
menber or the parent who is the spouse of the nenber and

(b) I's and continues to be dependent upon the nenmber for
over 50 percent of his or her support.

(7) Achild placed in the custody of a service nenber by a
court or recognized adoption agency on or after COctober 5, 1994, in
anticipation of a legal adoption.

(8) In addition to nmeeting one of the criteria (1) through (6)
of this paragraph C. Z., the child:

(a) Must not Dbe narried.
(b) Must be in one of the follow ng three age groups:
1 Not passed his or her 21st birthday.

2 Passed his or her 21st. birthday, but incapable of
sel f-support because of a mental or physical incapacity that existed before
his or her 21st birthday and dependent on the nenber for over 50 percent of
his or her support. Such incapacity nust be continuous. |If the incapacity
significantly inproves or ceases at any time after age 21, even if such
i ncapacity recurs subsequently, eligibility cannot be reinstated on the basis
of the incapacity. |f the child was not handi capped nmentally or physically
at his or her 21st birthday, but becones so incapacitated after that time, no
eligibility exists on the basis of the incapacity.

3 Passed his or her 21st birthday, but not his or
her 23rd birthday, dependent upon the member for over 50 percent of his or
her support, and pursuing a full-tine course of education in an institution
of higher |earning approved by the Secretary of Defense or the Department of
Education (as appropriate) or by a state agency under 38 U S.C., Chapters 34
and 35.

NOTE :  Courses of education offered by institutions listed in the
“Education Directory, Part 3, H gher Education” or “Accredited Hi gher
Institutions ,“ issued periodically by the Departnment of Education neet the
criteria approved by the Secretary of Defense or the Department of Educati on,
(refer to Chapter 3, B.2.d. (3)(c) of this Regulation). For determination of
approval of courses offered by a foreign institution, by an institution not
listed in either of the above directories, or by an institution not approved
by a state agency pursuant to Chapters 34 and 35 of 38 U S. C., a statenent
may be obtained from the Department of Education, Washington, D.c. 20202.
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3. Enrol | nent

a. Basi c_active duty dependents dental benefit plan. The
dependents dental plan is effective from August 1, 1987, Up to the date of
| mpl ementation of the Expanded Active Duty Dependents Dental Benefit Plan.

(1) Initial enrollnment. Eligible dependents of menbers on
active duty status as of August 1, ,1987 are automatically enrolled in the
Active Duty Dependents Dental Plan; except where any of the follow ng
condi tions apply:

(a) Remaining period of active duty at the tinme of
contenpl ated enrol I nent is expected by the active duty nember or the
Uniformed Service to be less than two years, except that such menbers’
dependents nmay be enrolled during the initial enrollnent period for benefits
begi nning August 1, 1987 provided that the nenber had at |east six nonths
remaining in the initial enlistment term  Enrollnment of dependents is for a
period of 24 nonths, subject to the exceptions provided in C5. of this
section.

(b) Active duty nenber had conpleted an election to
disenroll his or her dependents fromthe Basic Active Duty Dependents Dental
Benefit Plan.

(c) Active duty menber had only one dependent who is
under four years of age as of August 1, 1987, and the nenber did not conplete
an election formto enroll the child.

(2) Subsequent enrollnment. Eligible active duty nmenbers may
elect to enroll their dependents for a period of not |ess than 24 nonths,
provided there is an intent to remain on active duty for a period of not |ess
than two years by the nenber and the Uniforned Service.

(3) Inclusive famly entallnment. Al eligible dependents of
the active duty nenber nust be enrolled if any were enrolled, except that a
menber nmay el ect to enroll only those dependents who are renotely | ocated
from the menber (e.g. , a child living with a divorced spouse or a child in
col | ege).

b. Expanded active duty dependents dental benefit plan. The
expanded dependents dental plan is effective on April 1, 1993. The Basic
Active Duty Dependents Dental Benefit Plan term nated upon inplenmentation of
t he expanded pl an.

(1) Initial enrollment. Enrollnent in the Expanded Active
Duty Dependents Dental Benefit Plan is automatic for all eligible dependents
of active duty menbers known to have at |east 24 nonths remaining in service,
and for those dependents enrolled in the Basic Dependents Dental Benefit Plan
regardless of the mlitary nenber’s remaining time in service unless the
active duty menber elects to disenroll his or her dependents during the
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one-time disenrollment Option period (one-nonth period before the date on
whi ch the expanded plan went into effect, and for 4 nonths after the

begi nning date). Those active duty menbers who intend to remain in the
service for 24 nonths or nore, whose dependents were not automatically
enrolled, may enroll themat their mlitary personnel office by conpleting
the appropriate Unifornmed Services Active Duty Dependents Dental Plan

Enrol | ment El ection Form

NOTE : Use of the new plan during the one-tinme disenrollment option
period by a dependent enrolled in the Basic Active Duty Dependents Dent al
Benefit Plan, constitutes acceptance of the plan by the mlitary sponsor and
his or her famly. Once the new plan is used, the famly cannot be
disenrolled, and the premuns will not be refunded.

(2) Subsequent enrollment.. Eligible active duty menbers nay
elect to enroll their dependents for a period of not |ess than 24 nonths,
provided there is an intent to remain on active duty for a period of not |ess
than two years by the nenber and the Uniformed Service.

(3) Inclusive fam |y enrollment. All eligible dependents of
the active duty nenber nust be enrolled if any are enrolled, except as

defined in paragraphs c¢.3.b. (3)(a) and (b) bel ow.

(a) Enrollnment will be by either single or famly prem um
as defined herein:

1 Single prem um

a Sponsors with only one famly nenber age
four (4) or older who elect to enroll that fam |y menber; or

b Sponsors who have nore than one famly
menber under age four (4) may elect to enroll one (1) famly menber under age
four (4); or

c Sponsors who elect to enroll one (1) famly
member age four or ol der but may have any nunber of famly menbers under age

four (4) who are not elected to be covered.

NOTE : At such tinme when the sponsor elects to enroll nore than one (1)

eligible famly nenber, regardless of age, the sponsor nust then enroll under
a famly prem um which covers all eligible famly menbers.

2 Fam |y prenium

a _ Sponsors with two (2) or more eligible
family nmenbers age four (4) oroldermustenrollunderthe famly prem um

b Sponsors with one (1) eligihle famly
menber age four (4) or older and one (1) or nore eligible family menbers
under the age of four may elect to enroll under a famly prem um
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C Under the famly premum all eligible
fam |y menbers of the sponsor-are enroll ed.

(b) Exceptions.

1 A sponsor may elect to enroll only those
eligible fam |y menbers residing in one location when the sponsor has ot her
eligible famly nenbers residing in two or nore physically separate |ocations
(e.g., children living with a divorced spouse; children attending college).

2 In instances where a famly nenber requires
hospital or special treatment environment (due to a medical, physical
handi cap, or nental condition) for dental care otherw se covered by the
dental plan, the famly menber may be excluded from the dental plan
enrol | ment and nmay continue to receive care froma military treatnent
facility.

(4) Enrollnent Period. Enrollnment of dependents is for a
period of 24 nonths except when:

(a) The dependent’s enrollnent is based on his or her
enrollment in the Basic Active Duty Dependents Dental Benefit; or

(b) One of the conditions for disenrollment in C. 5. of
this section is met.

4, Begi nning dates of eligibility.

a. Basi ¢ active duty dependents dental benefit plan.

(1) Initial enrollnment. The beginning date of eligibility for
benefits is August 1, 1987.

(2) Subsequent enrollment. The beginning date of eligibility
for benefits is the first day of the month following the nonth in which the
election of enrollment is conpleted, signed, and received by the active duty
nenber’s Service representative, except that the date of eligibility shall
not be earlier than Septenber 1, 1987.

b. Expanded active duty dependents dental benefit plan.

(1) Initial enrollment. The beginning date of eligibility for
benefits is April 1, 1993.

(2) Subsequent enrollment. The beginning date of eligibility
for benefits is the first day of the nonth followng the nonth in which the
el ection of enrollnent is conpleted, signed, and received by the active duty

nmenber’s Service representative, except that the date of eligibility shal
not be earlier than the first of the nonth following the month of

i npl enentation of the expanded benefit.
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5. Changes in and term nation of enroll nent

a. Changes in status of active duty nenber. When an active duty
menber’ s period of active duty ends for any reason, his or her dependents
| ose their eligibility as of 11:59 p.m of the last day of the nonth in which
the active duty ends.

b. Termnation of eliqgibility for basic pay. Wen a nmenber ceases
to be eligible for basic pay, eligibility of the menber’s dependents for
benefits under the Dependents Dental Plan termnates as of 11:59 p.m of the
day the nenber becanme ineligible for basic pay and the Unifornmed Service nust
notify the Plan of disenrollment based on termination of eligibility for
basic pay. The nenber whose eligibility for basic pay is subsequently
restored may enroll his or her dependents for a mninumof tw years in
accordance with C.3.b.

C. Changes in status of dependent

(1) Divorce. A spouse separated from an active duty nenber Dby
a final divorce decree loses all eligibility based on his or her forner
marital relationship as of 11:59 p.m of the last day of the nonth in which
the divorce becones final. The eligibility of the nenber’s own children
(including adopted and eligible illegitimate children) is unaffected by the
divorce. An unadopted stepchild, however, |oses eligibility with the
termnation of the marriage, also as of 11:59 p.m the last day of the nonth
in which the divorce becomes final.

(2) Annul nent. A spouse whose marriage to an active duty
member | S dissolved by annul nment |oses eligibility as of 11:59 p.m of the

| ast day of the nonth in which the court grants the annul ment order. The
fact that the annulnent legally declares the entire marriage void fromits

i nception does not affect the termnation date of eligibility. \en there
are children, the eligibility of the nmenber’s own children (including adopted
and eligible illegitimate children) is unaffected by the annul nent. An
unadopted stepchild, however, |oses eligibility with the annul ment of the

marriage, also as of 11:59 p.m of the last day of the nonth in which the
court grants the annul ment order.

(3) Adoption. A child of an active duty menber who is adopted
by a person, other than a person whose dependents are eligible for the Active
Duty Dependents Dental Plan benefits while the active duty nenber is living,
thereby severing the legal relationship between the child and the sponsor,

| oses eligibility as of 11:59 p.m of the last day of the nonth in which the
adoption becones final.

(4) Marriage of child. A child of an active duty nenber who
marries a person whose dependents are not eligible for the Active Duty
Dependents Dental Plan, loses eligibility as of 11:59 p.m on the |ast day of
the nonth in which the narriage takes place. However, should the nmarriage be

termnated by death, divorce, or annulnent before the child is 21 years old,
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the child again becones eligible for enrollnment as a dependent as of 12:00
a.m of the first day of the nmonth follow ng the nonth in which the
occurrence takes place that termnates the marriage and continues up to age

21 if the child does not remarry before that time. [f the narriage
termnates after the child s 21st birthday, there is no reinstatenent of
eligibility.

(5) Disabling illness or injury of child age 21 or 22 who has

eligibility based on his or her student status. A child 21 or 22 years old
who is pursuing a full-time course of higher education and who, either during
the school year or between senesters, suffers a disabling illness or injury
wth resultant inability to resume attendance at the institution renmains
eligible for dental benefits for 6 nmonths after the disability is renoved or
until the student passes his or her 23rd birthday, whichever occurs first.
However, if recovery occurs before the 23rd birthday and there is resunption
of a full-time course of higher education, dental benefits can be conti nued
until the 23rd birthday. The normal vacation periods during an established
school year do not change the eligibility status of a dependent child 21 or
22 years old in full-tine student status. Unless an incapacitating condition
existed before, and at the time of, a dependent child s 21st birthday, a
dependent child 21 or 22 years old in student status does not have eligibil-
ity related to mental or physical incapacity as described in Chapter 3,

B.2.d. (3)(b) of this Regulation.

d. Disenrollment because of nao eligible dependents. \Wen an
active duty nenber ceases to have any eligible dependents, the nmenber nust
disenroll.

e. Option to disenroll as a result of a change in active duty

station. Wen an active duty nenber transfers wth enrolled family nenbers
to a duty station where space-avail able dental care is readily avail able at
the local mlitary clinic, the menber may elect within 90 days of the
transfer to disenroll fromthe plan. [f the nmenber is later transferred to a
duty station where dental care is not available in the local mlitary clinic,
the nenber may re-enroll his or her dependents in the plan.

f. Option t0 disenroll after an initial two-year enrol|nent. Wen
an active duty menber’s enrollnent of his or her dependents has been in
effect for a continuous period of two years, the nenber may disenroll his or
her dependents at any tine. Subsequently, the nmenber nmay enroll his or her
dependents for another m ni num period of two years.

6. Eligibility determ nation and enrol | nent

a. Eligibility determnation and enrollnent responsibility of
Uniformed Services. Determinat.ion of a person’s eligibility and processing
of enrollment in the Active Duty Dependents Dental Benefit Plan is the
responsibility of the active duty menber’s Uniforned Service. For the
purpose of programintegrity, the appropriate Uniformed Service shall, upon
request of the Director, OCHAMPUS, review the eligibility of a specific
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person when there is reason to question the eligibility status. In such
cases, a report on the result of the review and any action taken wll be
submtted to the Director, OCHAMPUS, or a designee.

b. Procedures for deternmination of eligibility. Uniforned
Services identification cards do not distinguish eligibility for the Active
Duty Dependents Dental Plan. Procedures for the determnation of eligibility
are identified in Chapter 3, F.2. of this Regulation, except that Uniforned
Services identification cards do not provide evidence of eligibility for the
dental plan.

7. Evidence of eligibility required. Eligibility and enrollnent in the
Active Duty Dependents Dental Plan will be verified through the DEERS (DoD
1341.1-M *Defense Enrollment Eligibility Reporting System (DEERS) Program
Manual ,” May 1982).

a. Accept abl e evidence of eligibility and enrollnment. Eligibility
i nformation established and naintained in the DEERS files is the only accept-
abl e evidence of eligibility.

b. Responsi bility for obtaining evidence of eligibility., It s
the responsibility of the active duty menber, or Active Duty Dependent Denta
Pl an beneficiary, parent, or legal representative, when appropriate, to en-
roll with a Uniforned Service authorized representative and provi de adequate
evi dence for entry into the DEERS file to establish eligibility for the
Active Duty Dependents Dental Plan, and to ensure that all changes in status
that may affect enrollnent and eligibility are reported i mediately to the
appropriate Uniformed Service for action. Ineligibility for benefits is
presuned in the absence of prescribed enrollment and eligibility evidence in
the DEERS file.

8. Continuation of eligibility for dependents of service nenbers who
die on active duty. Eligible dependents of service nenbers who die on for
after October 1, 1993, while on active duty for a period of nmore than 30 days
and who are enrolled in the dental benefits plan on the date of the death of
the menber shall be eligible for continued enrollnment in the dental benefits
plan for up to one year fromthe date of the service nmenber’s death.

D.  PREM UM SHARI NG

L General. Active duty menbers enrolling their dependents in the
Active Duty Dependents Dental Plan shall be required to pay a share of the
prem um cost for their dependents.

2. Premium classifications. Premum classifications are established by
the Secretary of Defense, or designee, and provide for a mninum of two
classifications, single and fanmly.

3. Prem um amounts. The prem um anounts to be paid for the Active Duty
Dependents Dental plan are established by the Secretary of Defense or
desi gnee.
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4, Proportion of nenber’'s premiumshare. The proportion of prem um
share to be paid by the nenber is established by the Secretary of Defense or
designee, at not nore than 40 percent of the total prem um

5. Pay deduction. The nenber’s prem um share shall be deducted from
the basic pay of the nenber. -

E. PLAN BENEFI TS

1. Genera

a. Scope of benefits. The Active Duty Dependents Dental Benefit
Pl an provi des coverage for diagnostic and preventive services, sealants,
restorative services, endodontics, periodontics, prosthodontics, orthodontics
and oral surgery to eligible, enrolled dependents of active duty nenbers as
set forth in Section C. of this Chapter.

b. Authority to act for the plan. The authority to nmake benefit
determ nations and authorize plan paynents under the Active Duty Dependents
Dental Plan rests primarily with the insurance, service plan, or prepaynent
dental plan contractor, subject to conpliance with federal [aw and regulation
and governnent contract provisions. The Director, OCHAMPUS, or desi gnee,
provides required benefit policy decisions resulting from changes in federal
| aw and regul ation and appeal decisions. No other persons or agents (such as
dentists or Uniformed Services health benefits advisors) have such authority.

C. Right to information. As a condition precedent to the
provi sion of benefits hereunder, the Director, OCHAMPUS, or designee, shall
be entitled to receive information from an authorized provider or other
person, institution, or organization (including a local, state, or U S.
Gover nment agency) providing services or supplies to the beneficiary for
which clainms for benefits are submtted. \Wile establishing enrollnent and
eligibility, benefits, and benefit utilization and performnce reporting
i nformation standards; the government has not established and does not
maintain a system of records and information for the Dependents Dental Plan.
By contract, the government audits the adequacy and accuracy of the dental
contractor’s system of records and requires access to information and records
to meet program accountabilities. Such information and records nmay relate to
attendance, testing, nonitoring, examnation, or diagnosis of dental disease
or conditions; or treatnment rendered; or services and supplies furnished to a
beneficiary; and shall be necessary for the accurate and efficient admni-
stration and paynent of benefits under this plan. Before a determ nation
w Il be nmade on a claimof benefits, a beneficiary or active duty nember mnust
provide particular additional information relevant to the requested determ n-
ation, when necessary. Failure to provide the requested information may
result in denial of the claim The recipient of such information shall in
every case hold such records confidential except when:
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(1) Disclosure of such information is necessary to the
determ nation by a provider or the plan contractor of beneficiary enroll nent
or eligibility for coverage of specific services;

(2) Disclosure of such information is authorized specifically
by the beneficiary;

(3) Disclosure is necessary to permt authorized governnent al
officials to investigate and prosecute crimnal actions; or

(4) Disclosure constitutes a standard and accept abl e busi ness
practice commonly used anong dental insurers which is consistent with the
principle of preserving confidentiality of personal information and detail ed
clinical data. For exanple, the release of utilization information for the
purpose of determning eligibility for certain services, such as the nunber
of dental prophylaxis procedures performed for a beneficiary, is authorized.

(5) Disclosure by the Director, OCHAMPUS, or designee. is for
the purpose of determning the applicability of, and inplenenting the
provisions of, other dental benefits coverage or entitlenent.

NOTE : Rel ease by the recipient of the information under the confiden-
tiality exceptions identified in E.1.c. is authorized w thout consent or
notice to any beneficiary or sponsor, to any person, organization, governnment
agency, provider, or other entity.

d. Dental insurance policy, prepayment, or dental service plan
contract. The Director, OCHAMPUS, or designee, shall develop a standard
I nsurance policy, prepaynent agreement, or dental service plan contract
desi gnating ocHaMPUS as the policyholder or purchaser. The policy shall be
in the formcustomarily enployed by the dental plan insurer, subject to its
conpliance with federal |aw and the provisions of this Regul ation.

e. Dental benefits brochure

(1) Cent.en~. The Director, OCHAMPUS, or designee shall
establish a dental benefits brochure explaining the benefits of the plan in
conmmon |ay termnology. The brochure shall include the limtations and
exclusions and other benefit determnation rules for admnistering the
benefits in accordance with the law and this part. The brochure shall
i ncl ude the rules for adjudication and payment of clainms, appeal able issues,
and appeal procedures in sufficient detail to serve as a common basis for
i nterpretation and understanding of the rules by providers, beneficiaries,
claims examners, correspondence specialists, enployees and representatives
of other government bodies, health benefits advisors, and other interested
parties. Any conflict which may occur between the dental benefits brochure
and | aw or regulation shall be resolved in favor of |aw and regul ati on.
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(2) Distribution. The dental benefits brochure shall be
printed and distributed wth the assistance of the Uniformed Services health
benefits advisors, major personnel centers at Uniformed Services
installations, and authorized providers of care to all active duty nmenbers
enrolling their dependents.

f. Utilization review and quality assurance. Cainms submtted for
benefits under the Active Duty Dependents Dental Plan are subject to review
by the Director, OCHAMPUS or designee for quality of care and appropriate

utilization. The Director, OCHAMPUS or designee is responsible for appropri-
ate utilization review and quality assurance standards, norms, and criteria

consi stent with the level of benefits.

g. Aternative course of treatment policy. The D rector, OCHAMPUS
or designee nay establish, in accordance with generally accepted dental bene-
fit practices, an alternative course of treatment policy which provides
rei mbursement in instances where the dentist and beneficiary select a nore
expensi ve service, procedure, or course of treatnent than is customarily
provided. The benefit policy nmust nmeet the follow ng conditions:

(1) The service, procedure, or course of treatment must be
consistent with sound professional standards of dental practice for the
dental condition concerned.

(2) The service, procedure, or course of treatnent nust be a
general |y accepted alternative for a service or procedure covered by this
plan for the dental condition.

(3) Paynent for the alternative service or procedure nay nnt
exceed the lower of the prevailing limts for the alternative procedure, the
prevailing limts or scheduled allowance for the otherw se authorized benefit
procedure for which the alternative is substituted, or the actual charge for
the alternative procedure.

2. Benefits

a. Di agnosti c and preventive services. Benefits may bLe extended
for those dental services described as oral exam nation, diagnostic, and
preventive services defined as traditional prophylaxis (i.e., scaling
deposits from teeth, polishing teeth, and topical application of fluoride to
teeth) when perfornmed directly by dentists or dental hygienists as authorized
under Section F. of this Chapter. These services are defined (subject to the
dental plan’s exclusions, limtations, and benefit determi nation rules
approved by OCHAMPUS) using the Anmerican Dental Association’s Code on Dental
Procedures and Nonenclature as listed in the Current Dental Term nol ogy
manual to include the follow ng categories of services:

(1) Diagnostic services

(a) dinical Oral exam nations
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(b) Radi ographs
(c) Tests and | aboratory exam nations

(2) Preventive services

(a) Dental prophylaxis
(b) Topical fluoride treatment (office procedure)

(c) Sealants

(d) Space mai ntenance (passive appliances)

b, Adjunctive general services (Services “By Report”). The
following categories of services are authorized when performed directly by
dentists or dental hygienists only in unusual circunstances requiring
justification of exceptional conditions directly related to otherw se
authori zed procedures. Use of the procedures may not result in the
fragnentation of services normally included in a single procedure. These
services are defined (subject to the dental plan’s exclusions, limtations,
and benefit determnation rules as adopted by ocHAMPUS) using the Anerican
Dental Association’s Code on Dental Procedures and Nonenclature as listed in

the Current Dental Term nology manual to include the follow ng categories of
servi ce:

(1) Emergency oral exam nations

(2) Palliative energency treatment of dental pain
(3) Professional consultation

(4) Professional visits

(5) Drugs

(6) Post-surgical conplications

C. Restorative. Benefits nmay be extended for basic restorative
services when performed directly by dentists or dental hygienists, or under
orders and supervision by dentists, as authorized under Section F. of this
Chapter. These services are defined (subject to the dental plan’s
exclusions, limtations, and benefit determ nation rules as adopted by
OCHAMPUS) using the American Dental Association’s Code on Dental Procedures
and Nonencl ature as listed” in the Current Dental Term nology manual to
include the follow ng categories of services:

(1) Restorative Services

(a) Amal gam restorations
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(b) Silicate restorations
(c) Resin restorations
(d) Prefabricated crowns

(e) Pin retention

(2) Qther restorative services
(a) Diagnostic casts
(b) Onlay restoration - netallic
(c). Crowns

d. Endodontics services. Benefits may be extended for those dental
services involved in treatnent of diseases and injuries affecting the dental
pul p, tooth root, and periapical tissue when perforned directly by dentists
as authorized under Section F. of this Chapter. These services are defined
(subject to the dental plan's exclusions, limtations, and benefit
determnation rules as adopted by oCHAMPUS) using the Anmerican Dent al
Associ ation’s Code on Dental Procedures and Nomenclature as listed in the
Current Dental Term nology manual to include the follow ng categories of
servi ces:

(1) Pul p capping - indirect
(2) Pulpotomy

(3) Root canal therapy

(4) Periapical services

(5) Hem section

e. Periodontics services. Benefits may be extended for those
dental services involved in prevention and treatnent of diseases affecting
the supporting structures of the teeth to include periodontal prophylaxis,
gi ngi vectony or gingivoplasty, gingival curettage, etc., when perforned
directly by dentists as authorized under Section F. of this Chapter. These
services are defined (subject to the dental plan’s exclusions, limtations,
and benefit determnation rules as adopted by OCHAMPUS) using the American
Dental Association's Code on Dental Procedures and Nomenclature as listed in
the Current Dental Term nology manual to include the follow ng categories of
servi ces:

(1) Surgical services

(2) Periodontal scaling and root planing
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(3) Unschedul ed dressing change

f. Prosthodontic services. Benefits may be extended for those
dental services involved in fabrication, insertion, adjustnent, refinenent,
and repair of artificial teeth and associated tissues to include renovable
conpl ete and partial dentures, fixed crows and bridges when perforned
directly by dentists as authorized under Section F. of this Chapter. These
services are defined (subject to the dental plan’'s exclusions, limtations,
and benefit determnation rules as adopted by 0OCHAMPUS) using the Anmerican
Dental Association’s Code on Dental procedures and Nonmenclature as listed in
the Current Dental Term nology manual to include the follow ng categories of

servi ces:

(1) Prosthodontics (renovabl e)

(a) Conplete/partial dentures

(b) Adjustnents to renovable prosthesis
(c) Repairs to conplete/partial dentures
(d) Denture rebase procedures

(e) Denture reline procedures

(f) Interimconplete/partial dentures

(g) Tissue conditioning

(2) Prosthodontics (fixed)

(a) Bridge pontics

(b) Retainers (by report)

(c) Bridge retainers-crowns

(d) Oher fixed prosthetic services

g. Othodontic services. Benefits nmay be extended for the
supervi sion, guidance, and correction of growi ng or mature dentofacial
structures, including those conditions that require novenent of teeth or
correction of nalrelationships and nal formations through the use of
ort hodontic procedures and devices when perfornmed directly by dentists as
authori zed under Section F. of this Chapter to include in-process
orthodontics. Coverage of in-process orthodontics is limted to services
rendered on or after the date of enrollment in the expanded dependents dental
plan. These services are defined (subject to the dental plan’s exclusions,
limtations, and benefit determnation rules as adopted by OCHAMPUS) usi ng
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(1) Mnor treatnent for tooth guidance
(2) Mnor treatnent to control harnful habits
(3) Interceptive orthodontic treatnent

(4) Conprehensive orthodontic treatnent - transitional
dentition

(5) Conprehensive orthodontic treatnment - permanent dentition
(6) Treatnment of the atypical or extended skeletal case
(7) Post-treatnent stabilization

NOTE :  Coverage of in-process orthodontics is limted to services
rendered on or after the date of enrollnent in the expanded dependents dental
pl an.

h. Oral _surgery services. Benefits may be extended for basic
surgi cal procedure of the extraction, reinplantation, stabilization and
repositioning of teeth, alveoloplasties, incision and drainage of abscesses,
suturing of wounds, biopsies, etc., when performed directly by dentists as
aut horized under Section F. of this Chapter. These services are defined
(subject to the dental plan’s exclusions, limtations, and benefit
determ nation rules as adopted by OCHAMPUS) using the American Dental
Associ ation’s Code on Dental Procedures and Nonenclature as listed in the
Current Dental Term nology nmanual to include the follow ng categories of

servi ces:
(1) Extractions
(2) Surgical extractions
(3) Qther surgical procedures
(4) Alveoloplasty - surgical preparation of ridge for denture
. (5) Surgical incision and drainage of abscess - intraoral soft
i ssue

(6) Repair of traumatic wounds
(7) Conplicated suturing
(8) Excision of pericoronal gingiva
I Excl usi on of adjunctive dental care. Under |imted

circumstances, benefits are available for dental services and supplies under
CHAMPUS when the dental care is nedically necessary in the treatnent of an
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otherwise covered nedical (not dental) condition, is an integral part of the
treatment of such nedical condition, and is essential to the control of the
primary nedical condition; or is required in preparation for, or as the
result of, dental trauma which may be or is caused by nedically necessary
treatment of an injury or disease (iatrogenic). These benefita are excl uded
under the Active Duty Dependents Dental Plan. For further information on
adjunctive dental care benefits under CHAMPUS, see Chapter 4, Section E. 10
of this Regul ation.

j. Exclusion of benefit services perforned in mlitary dental care
facilities. Except for energency treatnent, dental care provided outside the
United States, and services incidental to noncovered services, dependents
enrolled in the Active Duty Dependents Dental Plan may not obtain those
services which are benefits of the Plan in mlitary dental care facilities.
Enrol | ed dependents may continue to obtain noncovered services frommlitary
dental care facilities subject to the provisions for space available care.

K. Benefit limtations and exclusions. The Director, OCHAMPUS or
desi gnee may establish such exclusions and |imtations as are consistent with
t hose established by dental insurance and prepaynent plans to control
utilization and quality of care for the services and itens covered by this

dental plan.
3. Beneficiary or sponsor liability
' a. Di agnostic and preventive services. Enrolled dependents of

active duty nenbers or their sponsors are responsible for the paynent of only
t hose amounts which are for services rendered by nonparticipating providers
of care which exceed the equivalent of the statew de or regional prevailing
fee levels as established by the insurer, except in the case of sealants
where the dependents or their sponsors will also be responsible for paynent
of 20 percent of the insurer’'s deternined allowable amunt. Were the dental
plan is unable to identify a participating provider of care within 35 mles
of the dependent’s place of residence with appointment availability within 21
cal endar days, the dental plan wll reinburse the dependent, or sponsor, or
the nonparticipating provider selected by the dependent within 35 mles of
the dependent’s place of residence at the |evel of the provider’'s usual fees
| ess 20 percent of the insurer’s allowable anount for seal ants.

b. Restorative services. Enrolled dependents of active duty
menbers or their sponsors are responsible for paynent of 20 percent of the
amounts determned by the insurer for services rendered by participating
providers of care, or 20 percent of these anounts plus any renainder of the
charges made by nonparticipating providers of care, except in the case of
crowns and casts where the dependents or their sponsors will be responsible
for payment of 50 percent of the insurer’s determned all owabl e anount.
Where the dental plan is unable to identify a participating provider of care
within 35 mles of the dependent’s place of residence with appointnent
availability within 21 cal endar days, dependents or their sponsors are
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responsi bl e for paynent of 20 percent (50 percent in the case of crowns and
casts) of the charges nade by nonparticipating providers |ocated within 35
mles of the dependent’s place of residence.

C. Endodontics, periodontics, and oral surgery services. Enrolled
dependents of active duty menbers or their sponsors are responsible for
paynent of 40 percent of the amounts determned by the insurer for services
rendered by participating providers of care, or 40 percent of these anounts
pl us any remai nder of the charges nade by nonparticipating providers of
care. \Were the dental plan is unable to identify a participating provider
of care within 35 mles of the dependent’s place of residence with
appoi ntment availability within 21 cal endar days, dependents or their
sponsors are responsible for paynent of 40 percent of the charges nade by
nonparticipating providers located wthin 35 mles of the dependent’s place
of residence.

d. Prosthodontic and orthodontic services. Enrolled dependents of
active duty menbers or their sponsors are responsible for paynent of 50
percent of the amounts determned by the insurer for services rendered by
participating providers of care, or 50 percent of these anbunts plus any
remai nder of the charges nade by nonparticipating providers of care. \Were
the dental plan is unable to identify a participating provider of care within
35 miles of the dependent’s place of residence with appointnent availability
w thin 21 cal endar days, dependents or their sponsors are responsible for
payment of 50 percent of the charges made by nonparticipating providers
| ocated within 35 mles of the dependent’s place of residence.

e. Adjunctive general services (Services “By Report.”). The
beneficiary or—sponsor liability is dependent on the particular service
provided. Emergency oral exami nations and palliative energency treatnment of
dental pain are paid in full except for those amounts for services rendered
by nonparticipating providers of care which exceed the equivalent of the
statew de or regional prevailing fee levels as established by the insurer
which are the responsibility of the enrolled dependents or their sponsors.
Enrol | ed dependents or their sponsors are responsible for payment of 20
percent of the anmounts determ ned by the insurer for professional
consultations/visits and postsurgical services and 50 percent for covered
medi cations when provided by participating providers of care, or these
percent age paynents plus any remaining anounts in excess of the prevailing
charge limts established by the insurer for services rendered by
nonparticipating providers, subject to the exceptions for dependent |ack of
access to participating providers as provided in paragraphs E.3.a. through
E.3.d. of this Chapter. The contracting dental insurer may recognize a “by
report”™ condition by providing additional allowance to the primary covered
procedure instead of recognizing or permtting a distinct billing for the “by
report” service.

f Amounts over the dental insurer’s established allowance for
charges. It is the responsibility of the dental plan insurer to determ ne
al | owabl e charges for the procedures identified as benefits of this plan.
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Al benefits of the plan are based on the insurer’s determnation of the
al | owabl e charges, subject to the exceptions for lack of access to
participating providers as provided in paragraphs E. 3.a. through E 3.d. of
this Chapter.

g. Maxi mum coverage amounts. Enrolled dependents of active duty
menbers are subject to an annual maxi num coverage anmount for non-orthodontic
dental benefits and a lifetine maxi mum coverage anount for orthodontia as
established by the Secretary of Defense or designee.

F. AUTHORI ZED PROVI DERS

1. CGeneral. This section sets forth general policies and procedures
that are the basis for the Active Duty Dependents Dental Plan cost sharing of
dental services and supplies provided by or under the direct supervision or
prescription by dentists, and by dental hygienists, within the scope of their
licensure.

a. Listing of provi der does not guarantee paynment of benefits_
The fact that a type of provider is listed in this section is not to be
construed to nean that the Active Duty Dependents Dental Plan will pay
automatically a claimfor services or supplies provided by such a provider.
The Director, OCHAMPUS or designee also nust determine if the patient is an
eligible beneficiary, whether the services or supplies billed are authorized
and medically necessary, and whether any of the authorized exclusions of
otherwise quali- fied providers presented in this section apply.

b. Conflict of interest. See Chapter 9, D. of this Regulation.

C. Fraudul ent practices or procedures. See Chapter 9, C. of this
Regul ati on.
d. Utilization review and quality assurance. Services and

supplies furnished by providers of care shall be subject to utilization
review and qual ity assurance standards, norms, and criteria established by
the dental plan. UWilization review and quality assurance assessnents shal
be perfornmed vy the dental plan consistent with the nature and level of
benefits of the plan, and shall include analysis of the data and findings by
the dental plan insurer fromother dental accounts,

e. Provider required. In order to be considered benefits, al
services and supplies shall be rendered by, prescribed by, or furnished at
the direction of, or on the order of an Active Duty Dependents Dental Plan
aut hori zed provider practicing within the scope of his or her license.

f, Participating provider. An authorized provider may elect to
participate and accept the fee or charge determnations as established and
made known to the provider by the dental plan insurer. The fee or charge
determ nations are binding upon the provider in accordance with the dental
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plan insurer’s procedures for participation. The authorized provider may not
participate on a claimby-claimbasis. The participating provider nust agree
to accept, within one day of a request for appointnment, beneficiaries in need
of enmergency palliative treatment. Paynent to the participating provider is
based on the lower of the actual-charge or the insurer’s determ nation of the
al | owabl e charge. Paynment is nade directly to the participating provider,

and the participating provider may only charge the beneficiary the percent
cost-share of the insurer’'s allowable charge for those benefit categories as
specified in paragraphs E.3.a. through E. 3.e. of this Chapter, in addition to
the charges for any services not authorized as benefits.

g. Nonparticipating provider. An authorized provider may elect
for all beneficiaries not to participate and request the beneficiary or
sponsor to pay any anount of the provider's billed charge in excess of the
dental plan insurer’s determination of allowable charges. Neither the
government nor the dental plan insurer shall have any responsibility for any
anounts over the allowable charges as determ ned by the dental plan insurer,
except where the dental plan insurer is unable to identify a participating
provider of care within 35 mles of the dependent’s place of residence wth
appoi ntment availability within 21 cal endar days. |n such instances of the
nonavail abi ity of a participating provider, the nonparticipating provider
| ocated within 35 mles of the dependent’s place of residence shall be paid
his or her usual fees, less the percent cost-share as specified in paragraphs
E.3.a. through E. 3.e. of this Chapter.

(1) Assignnent. A nonparticipating provider nay accept
assignment of claims for beneficiaries certifying their willingness to nmake
such assignment by filing the clainms conpleted with the assistance of the
beneficiary or sponsor for direct payment by the dental plan insurer to the
provi der.

(2) Nonassignnment. A nonparticipating provider for all
beneficiaries may request the beneficiary or sponsor to file the claim
directly with the dental plan insurer, naking arrangenments with the
beneficiary or sponsor for direct paynment by the beneficiary or sponsor.

2. Dentists. Subject to standards of participation provisions of this
part, the followi ng are authorized providers of care:
a. Doctors of Dental Surgery (p.D.s.) having a degree from an
accredited school of dentistry, licensed to practice dentistry by a state

board of dental examners, and practicing within the scope of their |icenses,
whet her in individual, group, or clinic practice settings.

b. Doctors of Dental Medicine (D.M.D. ) having a degree from an
accredited school of dentistry, licensed to practice dentistry by a state
board of dental examners, and practicing within the scope of their |icenses,
whet her in individual, group, or clinic practice settings.
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3. Dental hygienists. Subject to state licensure | aws and standards of
participation provisions of this part, dental hygienists having either an
associ ate degree, certificate, or baccal aureate degree from an accredited
school of dental hygiene, licensed to practice dental hygiene by a state
board, and practicing within the scope of their licenses, whether in
i ndi vidual, group, or clinic practice settings.

NOTE :  Dental hygienists may independently bill and receive paynment only
in a few states where state licensure laws aut horize them as i ndependent
providers of care. In nearly all states at the present tine, the dental
hygi eni st perforns services under the supervision of a dentist and the
Dependents Dental Plan will pay for such services in these states only when
supervised and billed by a dentist.

4, Alternative delivery systens

a. Ceneral. Alternative delivery systems may be established by
the Director, OCHAMPUS or designee as authorized providers. Only dentists
and dental hygienists shall be authorized to provide or direct the provision
of authorized services and supplies in an approved alternative delivery
system

b. Defined. An alternative delivery system may be any approved
arrangenent for a preferred provider organization, cavitation plan, dental
heal th maintenance or clinic organization, or other contracted arrangenent
whi ch i s approved by oCHAMPUS i n accordance Wi th requirenents and gui delines.

C. El ective or exclusive arrangenent. Alternative delivery
systens may be established by contract or other arrangenent on either an
el ective or exclusive basis for beneficiary selection of participating and
authori zed providers in accordance with contractual requirements and
gui del i nes.

d. Provi der election of participation. Qherw se authorized
provi ders nmust be provided with the opportunity of applying for participation
in an alternative delivery system and of achieving participation status based
on reasonable criteria for timeliness of application, quality of care, cost
contai nnent, geographic |ocation, patient availability, and acceptance of
rei mbur senent al | owances.

e. Limitation on authorized providers. Were exclusive
alternative delivery systems are established, only -providers participating in
the alternative delivery systemare authorized providers of care. |n such

i nstances, the dental plan shall continue to pay beneficiary clains for
services rendered by otherw se authorized providers in accordance wth
established rules for reinbursement of nonparticipating providers where the
beneficiary has established a patient relationship with the nonparticipating
provider prior to the dental plan's proposal to subcontract with the
alternative delivery system
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f, Charge agreements. Wiere the alternative delivery system
enpl oys a di scounted fee-for-service rei nbursenent nethodol ogy or schedul e of
charges or rates which includes all or nost dental services and procedures
recogni zed by the Anmerican Dental Association, Council on Dental Care
Progranms “Code on Dental Procedures and Nonenclature, ” the discounts or
schedul e of charges or rates for all dental services and procedures shall be
extended by its participating providers to beneficiaries of the Active Duty
Dependents Dental Plan as an incentive for beneficiary participation in the
alternative delivery system

. Billing practices. The Director, OCHAMPUS, or designee, approves
the dental plan’s procedures governing the item zation and conpletion of
clains for services rendered by authorized providers to enrolled
beneficiaries of the Active Duty Dependents Dental Plan consistent with the
insurer’s existing procedures for conpletion and submttal of dental clains
for its other dental plans and accounts.

6. Rei nbursement_of authorized providers. The Director, OCHAMPUS or
desi gnee, approves the dental plan nmethodol ogy for reinbursenment of services
rendered by authorized providers consistent with law, regulation, and con-
tract provisions, and the benefits of the Active Duty Dependents Dental
Plan. The following general requirenments for the methodol ogy shall be net.,
subject to nodifications and exceptions approved by the Director, OCHAMPUS or
a desi gnee.

a. Nonparticipating providers (or the dependents or sponsors for
unassi gned clainms) shall be reinbursed at the equivalent of not |ess than the
50th percentile of prevailing charges nade for simlar services in the sane
| ocal ity (region) or state, or the provider’'s actual charge, whichever is
| ower; less any cost-share anount due for authorized services, except where
the dental plan insurer is unable to identify a participating provider of
care within 35 mles of the dependent’s place of residence with appointnent
availability wthin 21 cal endar days. 1In such instances of the
nonavailability of a participating provider, the nonparticipating provider
| ocated within 35 mles of the dependent’s place of residence shall be paid
his or her usual fees, |less the cost-share for the authorized services.

b. Participating providers shall be reinbursed at the equival ent
of a percentile of prevailing charges sufficiently above the 50th percentile
of prevailing charges made for simlar services in the sane |locality (region)
or state as to constitute a significant financial incentive for
participation, or the provider’s actual charge, whichever is lower; |ess any
cost-share anount due for authorized services.

G BENEFI T PAYNMENT

1. Ceneral. Active Duty Dependent Dental Plan benefit paynents are
made either directly to the provider or to the beneficiary or sponsor,
dependi ng on the manner in which the claim is submtted or the terns of the
subcontract of an alternative delivery systemwith the dental plan insurer.
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2. Benefit payments made to a participating provider. \Wen the
aut hori zed provider has elected to participate in accordance with the
arrangenment and procedures established by the dental plan insurer, payment is
made based on the | ower of the actual charge or the insurer’s determnation
of the allowable charge. Paynent is nade directly to the participating

provider as payment in full, less the percent cost-share of the insurer’'s
al | owabl e charge as specified in paragraphs E. 3.a. through E.3.e. of this
Chapt er.

3. Benefit paynments nmade to a nonparticipating provider. \Wen the

aut hori zed provider has elected not to participate in accordance with the
arrangenment and procedures established by the dental plan, paynent is nade by
the insurer based on the |ower of the actual charge or the insurer’s

determ nation of the allowable charge. The beneficiary is responsible for
paynent of a percent cost-share of the insurer’s allowable charge as
specified in paragraphs E.3.a. through E. 3.e. of this Chapter. \ere the
dental plan is unable to identify a participating provider of care within 35

mles of the dependent’s place of residence with appointnent availability
Wi thin 21 cal endar days, dependents or their sponsors are responsible for

paynent of a percent cost-share of the charges made by nonparticipating
providers located within 35 mles of the dependent’s place of residence as
specified in paragraphs E.3.a. through E.3.d. of this Chapter.

a. Assigned clainms are clains submtted directly by the
nonparticipating provider and are paid directly to the provider.

b. Nonassigned clains are clainms submtted by the beneficiary,
provider, or sponsor and are paid directly to the clainant.

4, Dent al Explanation of Benefits (DEOB). An explanation of benefits
Is sent to the beneficiary or sponsor and provides the followng information:

a. Name and address of the beneficiary.
b. Social Security Account Nunber (SSAN) of the sponsor.
C. Name and address of the provider.

d. Services or supplies covered by the claimfor which the DEOB
appl i es.

e. Dates the services or supplies were provided.
f, Amount billed; allowable charge; and anount of paynent.
g. To whom paynment, if any, was nade.

h. Reasons for any denial.
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B Recourse available to beneficiary for review of claim decision
(refer to section H of this Chapter).

5. Fr aud

a. Federal laws. 18 U.s.C. 287 and 1001 provide for crimnal
penalties for submtting know ngly or making any false, fictitious, or
fradulent statement or claimin any matter within the jurisdiction of any
departnment or agency of the United States. Exanples of fraud include
situations in which ineligible persons not enrolled in the Active Duty
Dependents Dental Plan obtain care and file clains for benefits under the
nane and identification of an enrolled beneficiary; or when providers submt
clains for services and supplies not rendered to enrolled beneficiaries; or
when a participating provider bills the beneficiary for anounts over the
dental plan insurer’s determnation of allowable charges; or fails to collect
the specified patient copaynent anount.

b. Suspected fraud. Any person, including the dental plan
| nsurer, who becomes aware of a suspected fraud shall report the
circunmstances in witing, together with copies of any avail able docunents
pertaining thereto, to the Director, OCHAMPUS, or a designee, who shall
initiate an official investigation of the case.

H  APPEAL AND HEARI NG PROCEDURES

1. General. This section sets forth the policies and procedures for
appeal i ng decisions nmade by the dental plan adversely affecting the rights
and |iabilities of beneficiaries, participating providers, and providers
denied the status of authorized provider under the Active Duty Dependents
Dental Plan. An appeal under the Active Duty Dependents Dental Plan is an
adm ni strative review of program determ nations nmade under the provisions of
| aw and regul ation. An appeal cannot challenge the propriety, equity, or
| egality of any provision of [aw and regul ation.

a. Initial determ nation

(1) Notice of initial determnnation and right to appeal

(a) The dental plan contractor shall mail notices of ini-
tial determnations to the Active Duty Dependents Dental Plan beneficiary at
the last known address. For beneficiaries who are under 18 years of age or
who are inconpetent., a notice issued to the parent or guardian constitutes
notice to the beneficiary.

(b) The dental plan contractor shall notify providers of
an initial determnation on a claimonly if the providers participated in the
claim or accepted assignnent.

(c) Notice of an initial determnation on a claimby the
dental plan contractor shall be nade in the contractor’s explanation of bene-
fits (beneficiary) or wwth the sunmary of paynent (provider).
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(d) Each notice of an initial determ nation on a request
for benefit authorization, a request by a provider for approval as an author-
i zed provider, or a decision to disqualify or exclude a provider as an auth-
orized provider under the Active Duty Dependents Dental Plan shall state the
reason for the determnation and-the underlying facts supporting the
det erm nati on.

(e) In any case when the initial determnation is adverse
to the beneficiary or participating provider or to the provider seeking
approval as an authorized provider, the notice shall include a statenment of
the beneficiary's or provider's right to appeal the deternmination. The
procedure for filing the appeal also shall be explained.

(2) Effect of initial determ nation. The initial
determnation is final, unless appealed in accordance with this section or
unless the initial determnation is reopened by OCHAMPUS or the dental plan
contractor.

b. Participation in an appeal. Participation in an appeal is
limted to any party to the initial determ nation, including OCHAMPUS, t he
dental plan contractor, and authorized representatives of the parties. Any
party to the initial determnation, except OCHAMPUS and the dental plan
contractor, may appeal an adverse determnation. The appealing party is the
party who actually files the appeal.

(1) Rarties to the initial determ nation. For purposes of
these appeal and hearing procedures, the following are not parties to an
initial determnation and are not entitled to adm nistrative review under
this section.

(a) A provider disqualified or excluded as an authorized
provi der under the Active Duty Dependents Dental Plan based on a determ na-
tion under another Federal or federally funded programis not a party to the

OCHAMPUS action and may not appeal under this section.

(b) A sponsor or parent of a beneficiary under 18 years
of age or guardian of an inconpetent beneficiary is not a party to the
initial determnation and may not serve as the appealing party, although such
persons may represent the appealing party in an appeal.

(c) Athird party other than the dental plan contractor,
such as an insurance conpany, is not a party to the initial determ nation and
is not entitled to appeal, even though it may have an indirect interest in
the initial determ nation.

(d) A nonparticipating provider is not a party to the
initial determnation and nay not appeal.
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(2) Representative. Any party to the initial determination
may appoint a representative to act on behalf of the party in connection with
an appeal. Cenerally, the parent of a minor beneficiary and the legally ap-
poi nted guardian of an inconpetent beneficiary shall be presuned to have been
appoi nted representative w thout specific designation by the beneficiary.

(a) The representative shall have the sane authority as
the party to the appeal, and notice given to the representative shall
constitute notice required to be given to the party under this part.

(b) To avoid possible conflicts of interest, an officer
or enmployee of the United States, such as an enployee or nenber of a
Uni formed Service, including an enployee or staff menber of a Uniforned
Service |legal office, or.a CHAMPUS advisor, subject to the exceptions in 18
U.5.C. 205, is not eligible to serve as a representative. An exception
usually is made for an enployee or nenber of a Unifornmed Service who
represents an inmediate famly menber. In addition, the Director, OCHAMPUS,
or designee, may appoint an officer or enployee of the United States as the
OCHAMPUS representative at a hearing.

C. Burden of proof. The burden of proof is on the appealing party
to establish affirmatively by substantial evidence the appealing party’s
entitlement under law and this Regulation to the authorization of the Active
Duty Dependents Dental Plan benefits or approval as an authorized provider.
Any cost or fee associated with the production or subm ssion of information
i n support of an appeal may not be paid by OCHAMPUS.

d. Late filing. |f a request for reconsideration, formal review,
or hearing is filed after the tine permtted in this section, witten notice
shal | be issued denying the request. Late filing may be permtted only if
the appealing party reasonably can denonstrate to the satisfaction of the
dental plan contractor, or the Director, OCHAMPUS, or designee, that tinely
filing of the request was not feasible due to extraordinary circunmstances
over which the appealing party had no practical control. Each request for an
exception to the filing requirenment will be considered on its own nerits.

e. Appealable i ssue. An appeal able issue is required in order for
an adverse determnation to be appeal ed under the provisions of this
section. Exanples of issues that are not appeal able under this section
i ncl ude:

(1) A dispute regarding a requirement of the l[aw or
regul ation.

(2) The amount of the dental plan contractor-determ ned allow
abl e charge since the nethodol ogy constitutes a limtation on benefits under
the provisions of this part.

(3) Certain other issues on the basis that the authority for
the initial determnation is not vested in OCHAMPUS. Such issues include but
are not limted to the follow ng exanples:
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(a) Determ nation of a person’s eligibility as an
enrol l ed beneficiary in the Active Duty Dependents Dental Plan is the
responsibility of the appropriate Uniformed Service. Al though OCHAMPUS and
the dental plan contractor nust nmake determ nations concerning a
beneficiary’s enrollnent, ultimate responsibility for resolving a
beneficiary's eligibility and enrollment rests with the Uniformed Services.
Accordingly, a disputed question of fact concerning a beneficiary's
enrollment or eligibility will not be considered an appeal abl e issue under
the provisions of this section, but shall be resolved in accordance with
Section C of this Chapter.

(b)  The decision to disqualify or exclude a provider be-
cause of a determ nation against that provider under another Federal or
federally funded programis not an initial determnation that is appeal able
under this section. The provider is limted to exhausting admnistrative
appeal rights offered under the Federal or federally funded programthat made
the initial determnation. However, a determnation to disqualify or exclude
a provi der because of abuse or fraudulent practices or procedures under the
Active Duty Dependents Dental Plan is an initial determnation that is
appeal abl e under this section.

f. Amount in dispute. An amount in dispute is required for an
adverse determ nation to be appeal ed under the provisions of this section,
except as set forth in the follow ng.

(1) The amount in dispute is calculated as the anount of nobney
the dental plan contractor would pay if the services and supplies involved in
di spute were determned to be authorized benefits of the Active Duty Depen-
dents Dental Plan. Exanples of ampunts of noney that are excluded by this
section from paynments for authorized benefits include, but are not limted
to:

(a) Anmounts in excess of the dental plan contractor-
determ ned al | owabl e charge.

(b) The beneficiary' s cost-share anounts for restorative
servi ces.

(c) Amounts that the beneficiary, or parent, guardian, or
ot her responsi bl e person has no [egal obligation to pay.

(2) There is no requirenent for an anmount in dispute when the
appeal abl e issue involves a denial of a provider’s request for approval as an
aut hori zed provider or the determnation to disqualify or exclude a provider
as an authorized provider.

(3) Individual clains may be conbined to neet the required
amount in dispute if ail of the follow ng exist:
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(a) The clains involve the same beneficiary.
(b) The clains involve the same issue.

(c) At |least one of the clainms so conbined has had a
reconsi deration decision issued by the dental plan contractor.

NOTE: A request for admnistrative review under this appeal process
whi ch involves a dispute regarding a requirenent of law or regulation
(paragraph i.e.(l) of this section) or does not involve a sufficient anount
in dispute (paragraph 1.f. of this section) may not be rejected at the
reconsi deration |evel of appeal. However, an appeal shall involve an
appeal abl e issue and sufficient anmount in dispute under these subsections to
be granted a fornal review or hearing.

g. Level s of appeal. The sequence and procedures of an Active
Duty Dependents Dental Plan appeal are contained in the follow ng.

(1) Reconsideration by the dental plan contractor.
(2) Formal review by OCHAMPUS.
(3) Hearing.

2. Reconsideration.. Any party to the initial determnation made by the
dental plan contractor may request a reconsideration.

a. Requesting a reconsi deration

(1) Witten request required. The request nmust be in witing,
shal| state the specific matter in dispute, and shall include a copy of the
notice of initial determnation nade by the dental plan contractor, such as
the explanation of benefits.

(2) Wiere to file. The request shall be submtted to the
dental plan contractor’s office as designated in the notice of initial

det erm nati on.

(3) Allowed tine to file. The request nust be nmailed wthin
90 days after the date of the notice of initial determnation.

(4) official filing date. A request for a reconsideration
shal |l be deenmed filed on the date it is mailed and postmarked. |f the
request does not have a postnmark, it shall be deemed filed on the date
received by the dental plan contractor.

b. The reconsideration process.. The purpose of the
reconsideration is to determ ne whether the initial determnation was made in
accordance with law, regulation, policies, and guidelines in effect at the
time the care was provided or requested or at the time the provider requested
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approval as an authorized provider. The reconsideration is performed by a
menber of the dental plan contractor’s staff who was not involved in making
the initial determnation and is a thorough and independent review of the
case. The reconsideration is based on the information submtted that led to
the initial determnation, plus any additional information that the appealing
party may submt or the dental plan contractor may obtain.

C. Timel i ness of 'reconsideration deternmination. The dental plan
contractor nornally shall issue its reconsideration determnation no |ater
than 60 days fromthe date of its receipt of the request for reconsideration.

d. Notice of reconsideration determnation. The dental plan con-
tractor shall issue a witten notice of the reconsideration determnation to
the appealing party at his or her |ast known address. The notice of the
reconsi deration determnation nmust contain the follow ng el enents:

(1) A statenment of the issue or issues under appeal.

(2) The provisions of law, regulation, policies, and
guidelines that apply to the issue or issues under appeal.

(3) A discussion of the original and additional information
that is relevant to the issue or issues under appeal.

(4) \Wether the reconsideration upholds the initial determna-
tion or reverses it, in whole or in part, and the rationale for the action.

(5 A statenment of the right to appeal further in any case
when the reconsideration determnation is |less than fully favorable to the

appealing party and the amount in dispute is $50 or nore.

e. Effect of reconsideration determnation. The reconsideration
determnation is final if either of the follow ng exist:

(1) The anount in dispute is |less than $50.

(2) Appeal rights have been offered, but a request for formal
review is not received by OCHAMPUS within 60 days of the date of the notice
of the reconsideration determnation.

3. Formal review. Any party to the initial determnation may request a
formal review by OCHAMPUS if the party is dissatisfied with the reconsidera-
tion determnation and the reconsideration determnation is not final under
the provi sions of paragraph 2.e. of this section. Any party to the initial
determ nati on nade by OCHAMPUS may request a formal review by OCHAMPUS if the
party is dissatisfied wwth the initial determnation.

a. Requesting a formal review
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(1) Witten request required. The request nust be in witing,
shal | state the specific matter in dispute, shall include copies of the wit-
ten determnation (notice of reconsideration determnation) being appeal ed,
and shall include any additional information or docunents not submtted
previousl y.

(2) \Where to file. The request shall be submtted to the
Chi ef, Appeals and Hearings, OCHAMPUS, Aurora, Col orado 80045-6900.

(3) Allowed..tine to file. The request shall be mailed wthin
60 days after the date of the notice of the reconsideration determnation
bei ng appeal ed.

(4) Oficial filing date. A request for a formal review shal

he deermed filed on the date it is mailed and postmarked. If the request does
not have a postmark, it shall be deenmed filed on the date received by
OCHAMPUS.

b.  TIhe formal review. process. The purpose of the formal review is
to determne whether the initial determnation or reconsideration determ na-
tion was made in accordance with law, regulation, policies, and guidelines in
effect at the tine the care was provided or requested, at the time the pro-
vider requested approval as an authorized provider, or at the tinme of the
action by OCHAMPUS to disqualify or exclude a provider. The formal review is
performed by the Chief, Appeals and Hearings, OCHAMPUS, or a designee, and is
a thorough review of the case. The fornmal review determ nation shall be
based on the information upon which the initial determnation or reconsidera-
tion determination was based and any additional information the appealing
party or the dental plan contractor nay submt or OCHAMPUS nay obtain.

C. Tinmeliness of formal review deternination. The Chief, Appeals
and Hearings, OCHAMPUS, or a designee, nornally shall issue the fornal review
determ nation no later than 90 days fromthe date of receipt of the request
for formal review by the OCHAMPUS.

d. Notice of formal review determnation. The Chief, Appeals and
Hearings, OCHAMFUS, or a designee, shall issue a witten notice of the fornal
review determnation to the appealing party at his or her |ast known address.
The notice of the fornmal review determnation nust contain the follow ng
el ements:

(1) A statenent of the issue or issues under appeal.

(2) The provisions of [aw, regulation, policies, and
guidelines that apply to the issue or issues under appeal.

(3) A discussion of the original and additional information
that is relevant to the issue or issues under appeal.

13- 35
#Fi r st Amendment (Ch 9, 3/22/95)



Jul 91#
DoD 6010. 8-R

(4) Whether the formal review upholds the prior determ nation
or determnations or reverses the prior determnation or determnations in
whole or in part and the rationale for the action.

(5) A statenent of the right to request a hearing in any case
when the formal review determnation is less than fully favorable, the issue

s appeal able, and the anount in dispute is $300 or nore.

e. Effect of formal review determ nation. The formal review
determnation is final if one or nore of the follow ng exist:

(1) The issue is not appeal able. (See paragraph |.e. of this
section.)

(2) The anount in dispute is |less than $300. (See paragraph
1.f. of this section.)

(3) Appeal rights have been offered, but a request for hearing
I's not received by OCHAMPUS Wi thin 60 days of the date of the notice of the
formal review determnation.

4, Hearing. Any party to the initial determ nation may request a hear-
ing. if the party is dissatisfied with the fornmal review determ nation and the
formal review determnation is not final under the provisions of paragraph
3.e. of this section.

a. Requesting a hearing

(1) Witten request required. The request shall be in
witing, state the specific matter in dispute, include a copy of the fornal
review determnation, and include any additional information or documents not
sub- mtted previously.

(2) Where to file. The request shall be submitted to the
Chi ef, Appeals and Hearings, OCHAMPUS, Aurora, Col orado 80045-6900.

(3) Allowed tinme to file. The request shall be mailed within
60 days after the date of the notice of the formal review determ nation being

appeal ed.

(4) Oficial filing date_ A request for hearing shall be
deened filed on the date it is mailed and postmarked. |If a request for
hearing does not have a postmark, it shall be deenmed filed on the date
received by OCHAMPUS.

b. The hearing process. The hearing shall be conducted as a
nonadversary, adm ni strative proceeding to determne the facts of the case
and to allow the appealing party the opportunity personally to present the
case before an inpartial hearing officer. The hearing is a forumin which
facts
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relevant to the case are presented and evaluated in relation to applicable

| aw, regulation, policies, and guidelines in effect at the time the care was
provided or requested, or at the time the provider requested approval as an
aut hori zed provider.

C. Ti mel i ness of heari ng

(1) Except as otherwise provided in this section, wthin 60
days following receipt of a request for hearing, the Director, OCHAMPUS, Or a
desi gnee, normally will appoint a hearing officer to hear the appeal. Copies
of all records in the possession of 0OCHAMPUS that are pertinent to the matter
to be heard or that formed the basis of the formal review determ nation shall
be provided to the hearing officer and, upon request, to the appealing party.

(2) The hearing officer, except as otherw se provided in this
section, normally shall have 60 days fromthe date of witten notice of
assignment to review the file, schedule and hold the hearing, and issue a
recommended decision to the Director, OCHAMPUS, or designee.

(3) The Director, OCHAMPUS, or designee, may delay the case
assignment to the hearing officer if additional information is needed that
cannot be obtained and included in the record within the tine period speci-
fied above. The appealing party will be notified in witing of the delay
resulting fromthe request for additional information. The Director,
OCHAMPUS, or a designee, in such circunmstances, will assign the case to a
hearing officer wthin 30 days of receipt of all such additional information
or wthin 60 days of receipt of the request for hearing, whichever shall
occur |ast.

(4) The hearing officer may delay submtting the recommended
decision if, at the close of the hearing, any party to the hearing requests
that the record remain open for subm ssion of additional information. In
such circumstances, the hearing officer will have 30 days follow ng receipt
of all such additional information including conmments fromthe other parties
to the hearing concerning the additional information to submt the
recommended decision to the Director, OCHAMPUS, Oor a designee.

d. Representation At a hearing. Any party to the hearing nay
appoint a representative to act on behalf of the party at the hearing, unless
such person currently is disqualified or suspended from acting in another
Federal admnistrative proceeding, or unless otherwi se prohibited by |aw,
this part, or any other DoD regul ation (see paragraph 1 of this section). A
hearing officer may refuse to allow any person to represent a party at the
hearing when such person engages in unethical, disruptive, or contenptuous
conduct, or intentionally fails to conply with proper instructions or re-
quests of the hearing officer or the provisions of this part. The repre-
sentative shall have the sane authority as the appealing party, and notice
given to the representative shall constitute notice required to be given to
t he appealing party.
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e. Consol i dati on of proceedings. The D rector, OCHAMPUS, or a
desi gnee, may consolidate any nunber of proceedings for hearing when the
facts and circunstances are simlar and no substantial right of an appealing
party wll be prejudiced.

f Authority of the hearing officer. The hearing officer, in
exercising the authority to conduct a hearing under this part, will be bound
by 10 U.S.C., Chapter 55 and this part. The hearing officer in addressing
substantive, appeal able issues shall be bound by the dental benefits
brochure, policies, procedures, and other guidelines issued by the ASD(HA),
or a designee, or by the Director, OCHAMPUS, or a designee, in effect for the
period in which the matter in dispute arose. A hearing officer may not
establish or amend the dental benefits brochure, policy, procedures,
instructions, or guidelines. However, the hearing officer may recomrend
reconsi deration of the policy, procedures, instructions or guidelines by the
ASD(HA), or a designee, when the final decision is issued in the case.

g- . .Disqualification of hearing officer. A hearing officer volun-
tarily shall disqualify hinself or herself and withdraw from any proceedi ng
in which the hearing officer cannot give fair or inpartial hearing, or in
which there is a conflict of interest. A party to the hearing may request
the disqualification of a hearing officer by filing a statenent detailing the
reasons the party believes that a fair and inpartial hearing cannot be given
or that a conflict of interest exists. Such request immediately shall be
sent by the appealing party or the hearing officer to the Director, OCHAMPUS,
or a designee, who shall investigate the allegations and advise the conpl ain-
ing party of the decision in witing. A copy of such decision also shall be
mailed to all other parties to the hearing. If the Director, OCHAMPUS, or a
desi gnee, reassigns the case to another hearing officer, no investigation
shal | be required.

h. Notice and scheduling of hearing. The hearing officer shall
| ssue by certified mail, when practicable, a witten notice to the parties to
the hearing of the tine and place for the hearing. Such notice shall be
mailed at |east 15 days before the schedul ed date of the hearing. The notice
shall contain sufficient information about the hearing procedure, including
the party's right to representation, to allow for effective preparation. The
notice also shall advise the appealing party of the right to request a cory
of the record before the hearing. Additionally, the notice shall advise the
appeal ing party of his or her responsibility to furnish the hearing officer,
no later than 7 days before the scheduled date of the hearing, a list of all
W tnesses who w Il testify and a copy of all additional information to be
presented at the hearing. The tine and place of the hearing shall be deter-
m ned by the hearing officer, who shall select a reasonable tine and | ocation
mutual Iy convenient to the appealing party and OCHAMPUS.

I Di sm ssal of request for hearing

(1) By application of appealing party. A request for hearing
may be dismssed by the Director, ocHaMPUS, or a designee, at any tine before
the mailing of the final decision, upon the application of the appealing
party. A request for dismssal nmust be in witing and filed with the Chief,
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appeal s and Hearings, oOCHAMPUS, or the hearing officer. \en dismssal is
requested, the formal review determ nation in the case shall be deemed final,
unl ess the dismssal is vacated in accordance with subparagraph (5) bel ow

(2) By stipulation of the parties to the hearing. A request
for a hearing may be dism ssed by the Director, OCHAMPUS, or a designee, at
any time before the mailing of notice of the final decision under a
stipul ation agreenent between the appealing party and OCHAMPUS. \WWhen
dismssal is entered under a stipulation, the formal review decision shall be
deened final, unless the dism ssal is vacated in accordance w th subparagraph
(5) bel ow

(3) By abandonnent. The Director, OCHAMPUS, or a designee,
may di smss a request for, hearing upon abandonnent by the appealing party.

(a) An appealing party shall be deenmed to have abandoned
a request for hearing, other than when personal appearance is waived in
accordance with paragraph 4.k. (13), below, if neither the appealing party nor
an appointed representative appears at the time and place fixed for the
hearing and if, within 10 days after the mailing ofa notice by certified
mail to the appealing party by the hearing officer to show cause, such party
does not show good and sufficient cause for such failure to appear and
failure to notify the hearing officer before the tine fixed for hearing that
an appearance could not be nade.

(b) An appealing party shall be deenmed to have abandoned
a request for hearing if, before assignnent of the case to the hearing
of ficer, OCHAMPUS is unable to |locate either the appealing party or an
appoi nted representative.

(c) An appealing party shall be deemed to have abandoned
a request for hearing if the appealing party fails to prosecute the appeal.
Failure to prosecute the appeal includes, but is not limted to, an appealing
party’'s failure to provide information reasonably requested by OCHAMPUS or
the hearing officer for consideration in the appeal.

(cl) If the Director, OCHAMPUS, or a designee, dism sses
the request for hearing because of abandonnment, the formal review
determ nation in the case shall be deened to be final, unless the dism ssal

IS vacated in accordance with paragraph 4.i.(5) bel ow.

(4) For _cause. The Director, OCHAMPUS, or a designee, may
dismss for cause a request for hearing either entirely or as to any stated
issue. If the Director, OCHAMPUS, or a designee, dismsses a hearing request
for cause, the formal review determnation in the case shall be deemed to be
final, unless the dismssal is vacated in accordance wth paragraph 4.i.(5)
below. A dismissal for cause may be issued under any of the follow ng
ci rcunst ances:
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(a) When the appealing party requesting the hearing is
not a proper party under paragraph Ib.(l), above, or does not otherw se have
a right to participate in a hearing.

(b) Wen the. appealing party who filed the hearing
request dies, and there is no infornmation before the Director, OCHAMPUS, or a

designee, showing that a party to the initial determnation who is not an
appeal ing party may be prejudiced by the formal review determnation

(c) When the issue is not appeal able (See paragraph |.e.
of this section.)

(d) When the amount in dispute is less than $300 (See
paragraph 1.f. of this section. )

(e) When all appeal abl e issues have been resolved in
favor of the appealing party.

(5) Vacation of dismssal. Disnissal of a request for hearing
may be vacated by the Director, OCHAMPUS, or a designee, upon witten request
of the appealing party, if the request is received wthin 6 months of the
date of the notice of dismssal nailed to the |ast known address of the party
requesting the hearing.

j. Preparation for hearing

(1) Preheating statement of contentions. The hearing officer
my on reasonable notice, require a party to the hearing to submit a witten
statenent of contentions and reasons. The witten statenment shall be provid-
ed to all parties to the hearing before the hearing takes place.

(2) Agency records

(a) Hearing officer. A hearing officer nmay ask OCHAMPUS
to produce, for inspection, any records or relevant portions of records when
they are needed to decide the issues in any proceeding before the hearing
officer or to assist an appealing party in preparing for the proceeding.

(b) Appealing party. A request to a hearing officer by
an appealing party for disclosure or inspection of OCHAMPUS or the dental
plan contractor records shall be in witing and shall state clearly what
information and records are required.

(3) Wtnesses and evidence. Al parties to a hearing are
responsi bl e for producing, at each party’'s expense, neaning wthout reim
bursenment of payment by OCHAMPUS, witnesses and other evidence in their own
behal f, and for furnishing copies of any such docunentary evidence to the
hearing officer and other party or parties to the hearing. The Departnent of
Defense is not authorized to subpoena wtnesses or records. The hearing
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officer may issue invitations and requests to individuals to appear and
testify without cost to the Governnent, so that the full facts in the. case
may be presented.

(4) Interrogatories and depositions. A hearing officer may
arrange to take interrogatories and deposit.ions, recognizing that the
Department of Defense does not have subpoena authority. The expense shall be
assessed to the requesting party, with copies furnished to the hearing offi-
cer and other party or parties to the hearing.

k. Conduct of hearing

(1) Right to open hearing. Because of the personal nature of
the matters to be considered, hearings normally shall be closed to the
public. However, the appealing party may request an open hearing. If this
occurs, the hearing shall be open, except when protection of other legitimte
Governnent purposes dictates closing certain portions of the hearing.

(2) Right to exanine parties to the hearing and their
W tnesses. Each party to the hearing shall have the right to produce and
exam ne W tnesses, to introduce exhibits, to question opposing wtnesses on
any matter relevant to the issue even though the matter was not covered in
the direct exam nation, to inpeach any w tness regardl ess of which party to
the hearing first called the witness to testify, and to rebut any evidence
presented. Except for those wi tnesses enployed by OCHAMPUS at the time of
the hearing or records in the possession of OCHAMPUS, a party to a hearing
shal| be responsible, that is to say no paynent or reinbursement shall be
made by CHAMPUS for the cost or fee associated with producing wtnesses or
ot her evidence in the party's own behalf, or for furnishing copies of docu-
mentary evidence to the hearing officer and other party or parties to the
heari ng.

(3) Burden of proof. The burden of proof is on the appealing
party affirmatively to establish by substantial evidence the appealing
party’s entitlement under law and this Regulation to the authorization of
Active Duty Dependents Dental Plan benefits or approval as an authorized
provider. Any part of the cost or fee associated with producing or sub-
mtting in support of an appeal nay not be paid by OCHAMPUS.

(4) Taking of evidence. The hearing officer shall control the
taking of evidence in a manner best suited to ascertain the facts and safe-
guard the rights of the parties to the hearing. Before taking evidence, the
hearing officer shall identify and state the issues in dispute on the record
and the order in which evidence will be received.

(5) Questioning and adm ssion of evidence. A hearing officer
may question any wtness and shall admt any relevant evidence. Evidence
that is irrelevant or unduly repetitious shall be excl uded.
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(6) Relevant evidence. Any relevant evidence shall be
admtted, unless unduly repetitious, if it is the type of evidence on which
responsi bl e persons are accustoned to rely in the conduct of serious affairs,
regardl ess of the existence of any common |aw or statutory rule that m ght
make i nproper the adm ssion of such evidence over objection in civil or
crimnal actions.

(7) Active Duty Dependents Dental Plan determnation first,
The basis of the Active Duty Dependents Dental Plan determ nations shall be

presented to the hearing officer first. The appealing party shall then be
given the opportunity to establish affirmatively why this determnation is

held to be in error.

(8) Testimony. Testinmony shall be taken only on oath,
affirmation, or penalty of perjury.

(9) oral arqunent and briefs. At the request of any party to
the hearing made before the close of the hearing, the hearing officer shall
grant oral argunent. If witten argument is requested, it shall be granted,
and the parties to the hearing shall be advised as to the time and nmanner
W thi n which such argunent is to be filed. The hearing officer may require
any party to the hearing to submt witten menoranda pertaining to any or all
| ssues raised in the hearing.

(1.0) Continuance of hearing. A hearing officer may continue a
hearing to another tinme or place on his or her own notion or, upon show ng of
good cause, at the request of any party. Witten notice of the tine and
place of the continued hearing, except as otherw se provided here, shall be
in accordance with this part. Wen a continuance is ordered during a hear-
ing, oral notice of the time and place of the continued hearing may be given

to each party to the hearing who is present at the hearing.

(11) Continuance for additional evidence. |f the hearing
officer determnes, after a hearing has begun, that additional evidence is
necessary for the proper determnation of the case, the follow ng procedures

may be invoked:

(a) Continue hearing. The hearing may be continued to a
| ater date in accordance with paragraph 4.k. (10) of this section.

(by G osed hearing. The hearing may be closed, but. the
record held open in order to permt the introduction of additional evidence.
Any evidence submtted after the close of the hearing shall be made avail able
to all parties to the hearing, and all parties to the hearing shall have the
opportunity for coment. The hearing officer may reopen the hearing if any
portion of the additional evidence nakes further hearing desirable. Notice
thereof shall be given in accordance wth paragraph 4.h. of this section

(12) Transcript of hearing. A verbatim taped record of the
hearing shall be made and shall become a pernmanent part of the record. Upon
request, the appealing party shall be furnished a duplicate copy of the
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tape. A typed transcript of the testinony will be nmade only when determ ned
to be necessary by OCHAMPUS. |f a typed transcript is nade, the appealing
party shall be furnished a copy w thout charge. Corrections shall be allowed
in the typed transcript by the hearing officer solely for the purpose of
conformng the transcript to the actual testinony.

(13) Waiver of right to appear and present evidence. |f all
parties waive their right to appear before the hearing officer for presenting
evi dence and contentions personally or by representation, it wll not be
necessary for the hearing officer to give notice of, or to conduct a fornal
hearing. A waiver of the right to appear nust be in witing and filed with
the hearing officer or the Chief, Appeals and Hearings, OCHAMPUS. Such
wai ver may be withdrawn by the party by witten notice received by the hear-
ing officer or Chief, Appeals and Hearings, no |later than 7 days before the
schedul ed hearing or the mailing of notice of the final decision, whichever
occurs first. For purposes of this section, failure of a party to appear
personal ly or by representation after filing witten notice of waiver, wll
not be cause for finding of abandonnent and the hearing officer shall nmake
the recommended decision on the basis of all evidence of record.

(14) Recommended decision. At the conclusion of the hearing
and after the record has been closed, the matter shall be taken under
consideration by the hearing officer. Wthin the tine frames previously set
forth in this section, the hearing officer shall submit to the Director,
OCHAMPUS, or a designee, a witten recommended decision containing a
statement of findings and a statenment of reasons based on the evidence
adduced at the hearing and otherw se included in the hearing record.

(a) Statenent of findings. A statenment of findings is a
clear and concise statenent of fact evidenced in the record or conclusions
that readily can be deduced from the evidence of record. Each finding nust
be supported by substantial evidence that is defined as such evidence as a
reasonabl e mnd can accept as adequate to support a concl usion.

(b) Statenent of reasons. A reason is a clear and
conci se statement of law, regulation, policies, or guidelines relating to the
statement of findings that provides the basis for the recomended deci sion.

b, Fi nal deci sion

a. Director, OCHAMPUS. The recommended deci sion shall be reviewed
by the Director, 0CHAMPUS, or a designee, who shall adopt or reject the
recomrended decision or refer the recommended decision for review by the
Assi stant Secretary of Defense (Health Affairs). The Director, OCHAMPUS, or
designee, normally will take action with regard to the recomended decision
within 90 days of receipt of the reconmended decision or receipt of the
revi sed recommended decision followmng a remand order to the Hearing Oficer.

_ (1) Final action. If the Director, OCHAMPUS, or a designee,
concurs in the reconmended decision, no further agency action is required and
the recommended decision, as adopted by the Director, OCHAMPUS, is the final
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agency decision in the appeal. |n the case of rejection, the Director,
OCHAMPUS, or a designee, shall state the reason for disagreement with the
recommended decision and the underlying facts supporting such disagreenent.
In these circunstances, the Director, OCHAMPUS, or a designee, may have a
final decision prepared based on the record, or may remand the matter to the
Hearing O ficer for appropriate action. In the latter instance, the Hearing
O ficer shall take appropriate action and submt a new recomended deci sion
within 60 days of receipt of the remand order. The decision by the Director,
OCHAMPUS, or a designee, concerning a case arising under the procedures of
this section, shall be the final agency decision and the final decision shall
be sent by certified mail to the appealing party or parties. A final agency
deci sion under this paragraph 5a. wll not be relied on, used, or cited as
precedent by the Department of Defense or the dental plan contractor in the
adm ni stration of the Active Duty Dependents Dental PIan.

(2) Referral for review by AsSD(HA). The Director, OCHAMPUS,
or a designee, may refer a hearing case to the Assistant Secretary of Defense
(Health Affairs) when the hearing involves the resolution of policy and
| ssuance of a final decision which nay be relied on, used, or cited as
precedent in the admnistration of the Active Duty Dependents Dental PIan.

In such a circunstance, the Director, OCHAMPUS, or a designee, shall forward
the recommended decision, together with the recomendation of the Director,
OCHAMPUS, or a designee, regarding disposition of the hearing case.

b. ASD(HA). The ASD(HA), or a designee, after review ng a case
arising under the procedures of this section may issue a final decision based
on the record in the hearing case or remand the case to the Director,
OCHAMPUS, or a designee, for appropriate action. A decision issued by the
ASD(HA), or a designee, shall be the final agency decision in the appeal and
a copy of the final decision shall be sent by certified nail to the appealing
party or parties. A final decision of the ASD(HA), or a designee, issued
under this paragraph 5.b. may be relied on, used, or cited as precedent in
the admnistration of the Active Duty Dependents Dental Pl an.
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CHAPTER 14
PROVI DER REI MBURSEMENT METHODS

A. HOSPITALS

The CHAMPUS- determ ned al |l owabl e ‘cost for rei nbursenent of a hospital shall be
determ ned on the basis of one of the follow ng nethodol ogi es.

1. CHAWPUS Diagnosis Rel at ed Group(DRG)-based paynent system Under the
CHAMPUS DRG-based payment system paynment for the operating costs of inpatient
hospital services furnished by hospitals subject to the systemis nmade on the basis
of prospectively-determned rates and applied on a per discharge basis using DRGs.
Payments under this systemwll include a differentiation for urban (using Iarge
urban and other urban areas) and rural hospitals and an adjustnent for area wage
differences and indirect medical. education costs. Additional payments Wwill be made
for capital costs, direct nedical education costs, and outlier cases.

a. Gener al .

(1) DRGs used. The CHAMPUS DRG-based paynment systemw || use the
same DRGs used in the nost recently avail able grouper for the Medicare Prospective
Payment System except as necessary to recognize distinct characteristics of CHAMPUS
beneficiaries and as described in instructions issued by the Director, OCHAMPUS.

(2) Assignnent of discharges to DRGs.

(a) The classification of a particular discharge shall bhe based
on the patient’'s age, sex, principal diagnosis (that is, the diagnosis established,
after study, to be chiefly responsible for causing the patient’s adm ssion te the
hospital ), secondary di agnoses, procedures perfornmed and discharge status. In
addition, for neonatal cases (other than normal newborns) the classification shal
al so account for birthweight, surgery and the presence of nultiple, major and ot her
neonatal problens, and shall incorporate annual updates to these classification
features.

(b) Each discharge shall be assigned to only one DRG regardl ess
of the nunber of conditions treated or services furnished during the patient’s stay.

(3) Basis of payment.

(a) Hospital.bhilling. Under the CHAMPUS DRG-based paynent
system hospitals are required to submt clainms (including item zed charges) in
accordance with Chapter 7, paragraph B. The CHAMPUS fiscal internmediary wll assign
the appropriate DRG to the claim based on the information contained on the claim
Any request froma hospital for reclassification of a claimto a higher
wei ght ed DRG nust be submitted, within 60 days fromthe date of the initial
paynent, in a manner prescribed by the Director, OCHAMPUS.

(b)y Payment on a per_discharge basis. Under the CHAMPUS
DRG-based paynent system hospitals are paid a predeterm ned anount per discharge

for inpatient hospital services furnished to CHAMPUS beneficiari es.
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(c) Claims priced as of date of adm ssion. Except for
interimclains submtted for qualifying outlier cases, all clains reinbursed
under the CHAMPUS DRG-based paynent systemare to be priced as of the date of
adm ssion, regardless of when the claimis submtted.

(d) Payment in full. The DRG-based amount paid for
| npatient hospital services is the total CHAMPUS paynment for the inpatient
operating costs (as described in subparagraph A-l.a2. (3)(e)) incurred in
furnishing services covered by the CHAMPUS. The full prospective paynent

anmount is payable for each stay during which there is at | east one covered
day of care, except as provided in subparagraph A.l.c. (5)(a)la.

(e) Inpatient operating costs. The CHAMPUS DRG-based
paynment system provides a paynent anount for inpatient operating costs,
i ncl udi ng:

1 Qperating costs for routine services; such as
the costs of room board, and routine nursing services;

2 Qperating costs for ancillary services, such as
hospital radiology and |aboratory services (other than physicians’ services)
furnished to hospital inpatients;

3 Special care unit operating costs; and

4 Mal practice insurance costs related to services

furnished to inpatients.

(f) Discharges and transfers.

1 Discharges. A hospital inpatient is discharged

when:

a The patient is fornally released fromthe
hospital (release of the patient to another hospital as described in
subparagraph 2 of this subparagraph, or a | eave of absence fromthe hospital,
w ||l not be recognized as a discharge for the purpose of determ ning paynent
under the CHAMPUS DRG-based paynent system;

b The patient dies in the hospital; or

C The patient is transferred fromthe care of
a hospital included under the CHAMPUS DRG-based paynment systemto a hospital
or unit that is excluded fromthe prospective paynent system

2 Transfers. Except. as provided under
subparagraph A.1.a. (3)(f)1, a discharge of a hospital inpatient is not
counted for purposes of the CHAMPUS DRG-based paynment system when the patient
s transferred:

a From one inpatient area or unit of the
hospital to another area or unit of the same hospital;
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b Fromthe care of a hospital included under
the CHAMPUS DRG based payment systemto the care of another hospital paid
under this system

c From the care of a hospital included under
t he CHAMPUS DRG-based paynent system to-the care of another hospital that is
excluded fromthe CHAMPUS DRG-based paynment system because of participation
in a statew de cost control program which is exenpt from the CHAMPUS
DRG-based paynment system under subparagraph A.l.b. (1) of this chapter; or

d From the care of a hospital included under
t he CHAMPUS DRG-based paynment system to the care of a uniformed services
treatment facility.

3 Paynent in full to the discharging hospital.

The hospital discharging an inpatient shall be paid in full under the CHAMPUS
DRG-based paynment system

4 Paynent to a hospital transferring an inpatient
to _another hospital. [If a hospital subject to the CHAMPUS DRG-based paynent
system transfers an inpatient to another such hospital, the transferring
hospital shall be paid a per diemrate (except that in neonatal cases, other
than normal newborns, the hospital will be paid at 125 percent of that per
diemrate), as determ ned under instructions issued by OCHAMPUS, for each day
of the patient’s stay in that hospital, not to exceed the DRG-based paynent
that woul d have been paid if the patient had been” discharged to another
setting. However, if a discharge is classified into DRG No. 456 (Burns,
transferred to another acute care facility) or DRG 601 (neonate, transferred
| ess than or equal to 4 days old), the transferring hospital shall be paid in
full .

5 Addi tional payments to transferring hospitals.
A transferring hospital may qualify for an additional payment for
extraordinary cases that neet the criteria for long-stay or cost outliers.

(4) DRG system updates. The CHAMPUS DRG-based paynent system
I's nodel ed on the Medicare Prospective Paynent System (PPS) and uses annually
updated itens and nunbers fromthe Medicare PPS as provided for in this Part
and in instructions issued by the Director, OCHAMPUS. The effective date of
these itens and nunbers shall correspond to that under the Medicare PPS
except where distinctions are made in this chapter.

b. Applicability of the DRG system

(1) Areas affected. The CHAMPUS DRG-based paynent system
shal | apply to hospitals’ services in the fifty states, the District of
Col unbia, and Puerto Rico, except that any state which has inplenented a
separate DRG-based paynment system or simlar paynent systemin order to
control costs and is exenpt fromthe Medicare Prospective Paynent System may
be exenpt fromthe CHAMPUS DRG-based paynent systemif it requests exenption
in witing, and provided paynment under such system does not exceed paynent
whi ch would ot herwi se be nade under the CHAMPUS DRG-based paynment system
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(2) Services subject to the DRG-based paynent system All
normal |y covered inpatient hospital services furnished to CHAMPUS
beneficiaries by hospitals are subject to the CHAMPUS DRG based paynent
system

(3) Services exenpt fromthe DRG-based paynent system The
following hospital services, even when provided in a hospital subject to the
CHAMPUS DRG-based paynment system are exenpt fromthe CHAMPUS DRG-based
paynent system  The services in subparagraphs A.1-b. (3)(a) through (d) and
(g) through (i) shall be reinbursed under the procedures in subsection A 3.
of this chapter, and the services in subparagraphs A-1.b. (3)(e) and (f) shall
be reinbursed under the procedures in section G of this chapter.

(a) Services provided by hospitals exenpt fromthe
DRG-based paynent system

(b) Al services related to kidney acquisition by Rena
Transpl antation Centers.

(c) Al services related to a heart transplantation which
woul d ot herw se be paid under DRG 103.

(d) Al services related to |iver transplantation when
the transplant is perfornmed in a CHAMPUS- aut horized |iver transplantation
center.

(e) Al professional services provided by hospital-based
physi ci ans.

(f) Al services provided by nurse anesthetists.

(g) Al services related to discharges involving
pediatric bone marrow transplants (patient under 18 at adm ssion).

(h) All services related to discharges involving children
who have been determned to be HV seropositive (patient under 18 at
admission) .

(i) All services related to discharges involving
pediatric cystic fibrosis (patient under 18 at adm ssion).

) For adm ssions occurring on or after Cctober 1, 1990,
the costs of blood clotting factor for henophilia inpatients. An additional

paynent shall be nade to a hospital for each unit of blood clotting factor
furnished to a CHAMPUS i npatient who is henophiliac in accordance with the
anounts established under the Medicare Prospective Paynment System (42 CFR
412.115).

(4) Hospitals subject to-the CHAMPUS DRG-based payment
system Al hospitals wthin the fifty states, the District of Colunbia, and
Puerto Rico which are certified to provide services to CHAMPUS beneficiaries
are subject to the DRG-based paynent system except for the follow ng

hospitals or hospital units which are exenpt.
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(a) Psychiatric hospitals. A psychiatric hospital which
s exenpt fromthe Medicare Prospective Paynent Systemis also exenpt from
t he CHAMPUS DRG-based paynent system In order for a psychiatric hospital
whi ch does not participate in Medicare to be exenpt fromthe CHAMPUS
DRG-based paynent system it nust neet the sane criteria (as determ ned by
the Director, OCHAMPUS, or a designee) as required for exenption fromthe
Medi care Prospective Paynent System as contained in Section 412.23 of Title
42 CFR.

(b) Rehabilitation hospitals. A rehabilitation hospital
which is exenpt fromthe Medicare Prospective Paynent Systemis also exenpt
fromthe CHAMPUS DRG-based paynent system |In order for a rehabilitation
hospital which does not participate in Medicare to be exenpt from the CHAMPUS
DRG-based paynment system it nmust. nmeet the sane criteria (as determned by
the Director, OCHAMPUS, or a designee) as required for exenption fromthe
Medi care Prospective Payment System as contained in Section 412.23 of Title
42 CFR.

(c) Psychiatric and rehabilitation units (distinct
parts). A psychiatric or rehabilitation unit which is exenpt fromthe
Medi care prospective paynent systemis also exenpt fromthe CHAMPUS DRG-based
payment system In order for a distinct unit which does not participate in
Medi care to be exenpt fromthe CHAMPUS DRG-based paynent system it nust neet
the same criteria (as determned by the Director, OCHAMPUS, or a designee) as
required for exenption fromthe Medicare Prospective Payment System as
contained in Section 412.23 of Title 42 CFR.

(d) Long-term hospitals. A long-term hospital which is
exenpt from the Medicare prospective paynment systemis also exenpt fromthe
CHAMPUS DRG-based paynent system In order for a long-term hospital which
does not participate in Medicare to be exempt fromthe CHAMPUS DRG-based
payment system it nust have an average length of inpatient stay greater than
25 days:

1 As conputed by dividing the nunber of total
| npatient days (less |eave or pass days) by the total number of discharges
for the hospital’s nost recent fiscal year; or

2 As conputed by the sanme nethod for the inmediately

preceding six-nonth period, if a change in the hospital’'s average |ength of
stay is indicated.

(e) Sole comunity hospitals. Any hospital which has
qualified for special treatment under the Medicare prospective paynent system
as a sole comunity hospital and has not given up that classification is
exempt from the CHAMPUS DRG-based paynent system (See Subpart G of 42 CFR
Part 412.)

(f) Christian Science sanatoriuns. Al Christian Science

sanitoriums (as defined in paragraph B.4.h. of Chapter 6) are exenpt fromthe
CHAMPUS DRG-based paynment system
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(g) Cancer hospitals; Any hospital which qualifies as a
cancer hospital under the Medicare standards and has elected to be exenpt
fromthe Medicare prospective paynent systemis exenpt fromthe CHAMPUS
DRG based paynent system  (See 42 CFR Section 412.94.)

(h) Hospitals outside the 50 states, the District of
Col unbia, and Puerto Rico. A hospital is excluded fromthe CHAMPUS DRG-based
payment systemif it is not located in one of the fifty States, the D strict
of Colunbia, or Puerto Rico.

(5) Hospitals whi ch da_not participate in Medicare. It is not
required that a hospital be a Medicare-participating provider in order to be
an-aut hori zed CHAMPUS provider. However, any hospital which is subject to
t he CHAMPUS DRG-based paynment system and whi ch ot herw se neets CHAMPUS
requi renments but which is not a Medicare-participating provider (having
conpl eted a form HCFA-1514,Hospital Request for Certification in the
Medi care/ Medi cai d Program and a form HCFA-1561, Heal th I nsurance Benefit
Agreenent) nust conplete a participation agreenent with OCHAMPUS. By
conpl eting the participation agreenent, the hospital agrees to participate on
all CHAMPUS inpatient clainms and to accept the CHAMPUS-determ ned allowabl e
amount as paynent in full for these claims. Any hospital which does not
participate in Medicare and does not conplete a participation agreenent wth
OCHAMPUS wi || not be authorized to provide services to CWS beneficiaries.

(6) Substance Use Disorder Rehabilitation facilities. Wth
adm ssions on or after July 1, 1995, substance use disorder rehabilitation
facilities, authorized under chapter 6, section B.4.n., are subject to the
DRG-based paynent system

c. Determ nation of paynment anounts. The actual paynment for an
| ndi vi dual cl ai munder the CHAMPUS DRG-based paynent systemis cal culated by
mul tiplying the appropriate adjusted standardi zed anount (adjusted to account
for area wage differences using the wage indexes used in the Medicare
program) by a weighting factor specific to each DRG

(1) Calculation of DRG Weights.

(a) Gouping of charges. Al discharge records in the
dat abase shall be grouped by DRG

(b) Renmove DRGs 469 and 470. Records from DRGs 469 and
470 shall be renoved fromthe database.

(c) Lndirect. nedical education standardization. To
standardi ze the charges for the cost effects of indirect nedical education
factors, each teaching hospital’s charges will be divided by 1.0 plus the
following ratio on a hospital-specific basis:

I

i i .5795
143 X @..O+ nunber of interns + resi dentg - 1.0 J

nunber of beds
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(d) Wage | evel standardization. To standardi ze the
charge records for area wage differences, each charge record wll be divided
into | abor-rel ated and nonlabor-related portions, and the |abor-related
portion shall be divided by the nost recently avail abl e Medicare wage index
for the area. The labor-related and nonlabor-related portions wll then be
added together.

(e) Elimnation of statistical outliers. All unusually
high or |ow charges shall be renoved from the dat abase.

(f) Calculation of DRG average charge. After the
standardi zat.ion for indirect nedical education, and area wage differences, an
average charge for each DRG shall be conputed by sunm ng charges in a DRG and
dividing that sum by the nunber of records in the DRG

(g) Calculation of national average charge per
di scharge. A national average charge per discharge shall be cal culated by
summ ng all charges and dividing that sum by the total nunber of records from
all DRG categori es.

(h) DRG relative weights. DRG relative weights shall be
cal cul ated for each DRG category by dividing each DRG average charge by the
national average charge.

(2) Enpty and | owvolune DRGs. The Medicare weight shall be
used for any DRG W th | ess than ten (10) occurrences in the CHAMPUS
dat abase.  The short-stay thresholds shall be set at one day for these DRGs
and the |long-stay thresholds shall be set at the FY 87 Medicare thresholds.

(3) Updating DRG wei ghts. The CHAMPUS DRG wei ghts shall be
updated or adjusted as foll ows:

(a) DRG weights shall be recal cul ated annual | y usi ng
CHAMPUS charge data and the mnet hodol ogy described in subparagraph A.l.c. (1)
of this chapter.

(h) When a new DRG is created, CHAMPUS will, if
practical, calculate a weight for it using an appropriate charge sample (if
avai | abl e) and the net hodol ogy described in subparagraph A.l.c. (1) of this
chapter.

(c) In the case of any other change under Medicare to an
exi sting DRG wei ght (such as in connection wth technol ogy changes), CHAMPUS
shall adjust its weight for that DRG in a manner conparable to the change
made by Medi care.

(4) Calculation of the adjusted Standardi zed amounts. The
foll ow ng procedures shall be followed in cal culating the CHAMPUS adj usted
standardi zed anmounts.
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(a) Differentiate large urban, other urban, and rural
charges. Al charges in the database shall be sorted into |large urban, other
urban, and rural groups (using the sane definitions for these categories used
in the Medicare programj. The follow ng procedures will be applied to each

group.

(b) Indirect nedical education standardization. To
standardi ze the charges for the cost effects of indirect nedical education
factors, each teaching hospital’s charges will be divided by 1.0.plus the
followng ratio on a hospital-specific basis:

nunber of interns + resident S% 5795
1.43 X {1.0+ Iber of Deds 1.0

[

(c) wage | evel standardization. To standardize the
charge records for area wage differences, each charge record will be divided
into |abor-related and nonlabor-related portions, and the |abor-related
portion shall be divided by the nost recently avail abl e Medi care wage i ndex
for the area. The labor-related and nonlabor-related portions will then be
added together.

(d) Apply the cost to charge ratio. Each charge is to be
reduced to a representative cost by using the Medicare cost to charge ratio.
This anount shall be increased by 1 percentage point in order to reinburse
hospitals for bad debt expenses attributable to CHAMPUS beneficiari es.

(e) Prelimnary base year standardi zed _amunt. A
prelimnary base year standardized anount shall be cal culated by summ ng al
costs in the database applicable to the large urban, other urban, or rural
group and dividing by the total nunber of discharges in the respective group.

(f) Update_for inflation. The prelimnary base year
standardized anounts shall be updated using an annual update factor equal to
1.07 to produce fiscal year 1988 prelimnary standardized anounts.

Thereafter, any devel opnent of a new standardi zed amount will use an
inflation factor equal to the hospital market basket index used by the Health

Care Financing Admnistration in their Prospective Paynent System

) The prelimnary standardi zed anounts, updated for
inflation, shall be divided by a system standardi zation factor so that total
DRG outl ays, given the database distribution across hospitals and di agnoses,
are equal to the total charges reduced to costs.

(h) Labor_and nonl abor_portions of the adjusted
standardi zed apounts. The adjusted standardized amounts shall be divided
into [abor and nonlabor portions in accordance with the Medicare division of
| abor and nonlabor portions.
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( 5) Adjustnents to the DRG-based paynent amounts. The
foll ow ng adjustments t0 the DRG-based anmounts (the weight nmultiplied by the.
adj usted standardi zed amount) w il be nade.

(a) Outliers. The DRG-based paynment to a hospital shall
be adjusted for atypical cases. These .outliers are those cases that have
either an unusually short length-of-stay or extrenmely |long |ength-of-stay or
that involve extraordinarily high costs when conpared to nost discharges
classified in the sane DRG  Cases which qualify as both a |ength-of-stay
outlier and a cost outlier shall be paid at the rate which results in the
greater paynent.

1 Length-of-stay outliers. Length-of-stay outliers
shall be identified and paid by the fiscal internediary when the clains are
processed.

a Short-stay outliers. Any discharge with a
| engt h-of -stay (LOS) |ess than 1.94 standard deviations fromthe DRG's
geonmetric LOS shall be classified as a short-stay outlier. Short-stay
outliers shall be reinbursed at 200 percent of the per diemrate for the DRG
for each covered day of the hospital stay, not to exceed the DRG amount. The
per diemrate shall equal the DRG amobunt divided by the geonetric nean
| engt h-of -stay for the DRG

b Long-stay outliers. Any discharge (except
for neonatal services and services in children's hospitals) which has a
| engt h-of -stay (LOS) exceeding a threshold established in accordance with the
criteria used for the Medicare Prospective Paynent System as contained in 42
CFR 412.82 shall be classified as a |ong-stay outlier. Any di scharge for
neonatal services or for services in a children's hospital which has a LOS
exceeding the lesser of 1.94 standard deviations or 17 days fromthe DRG s
geonetric nmean LOS also shall be classified as a | ong-stay outlier.
Long-stay outliers shall be reinbursed the DRG-based amount plus a percentage
(as established for the Medicare Prospective Payment System) of the per diem
rate for the DRG for each covered day of care beyond the |ong-stay outlier
threshold. The per diemrate shall equal the DRG anount divided by the
geonetric mean LOS for the DRG

2 Cost outliers. Additional paynment for cost
outliers shall be made only upon request by the hospital.

a Cost outliers except those in children' s
hospitals or for neonatal services. Any discharge which has standardized
costs that exceed a threshold established in accordance with the criteria
used for the Medicare Prospective Payment System as contained in 42 CFR
412.84 shall qualify as a cost outlier. The standardi zed costs shall be
calculated by multiplying the total charges by the factor described in
subparagraph A.l.c. (4)(d) and adjusting this amount for indirect nedical
education costs. Cost outliers shall be reinbursed the DRG-based ampunt plus
a percentage (as established for the Medicare Prospective Payment System of
all costs exceeding the threshol d.
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b Cost outliers in children’s hospitals and for
neonatal services. Any discharge for services in a children's hospital or
for neonatal services which has standardized costs that exceed a threshold of
the greater of two tines the DRG based anobunt or $13,500 shall qualify as a
cost outlier. The standardi zed costs shall be calculated by nultiplying the
total charges by the factor described in subparagraph A.1.c.(4)(d) (adjusted
to include average capital and direct nedical education costs) and adjusting
this amount for indirect-nedical education costs. Cost outliers for services
I N children’s hospitals and for neonatal services shall be reinbursed the
DRG-based anmount plus a percentage (as established for the Medicare
Prospective Paynment System of all costs exceeding the threshold.

c_Cost outliers for burn cases. All cost
outliers for DRGs related to burn cases shall be reinbursed the DRG based *
anmount plus a percentage (as established for the Medicare Prospective Paynent
Systenm) of all costs exceeding the threshold. The standardi zed costs and

threshol ds for these cases shall be calculated in accordance with
subparagraph A.l.c.(5)(a)2 a and subparagraph A.l.c. (5)(a)2 b.

(b) Wage Adjustnent. CHAMPUS will adjust the |abor
portion of the standardi zed anounts according to the hospital’s area wage
| ndex.

(c) Indirect Medical Education Adjustnent. The wage
adj usted DRG paynment will also be multiplied by 1.0 plus the hospital’s
i ndi rect nmedical education ratio.

(d) children’s Hospital Differential. Wth respect to
claims fromchildren s hospitals, the appropriate adjusted standardized
anount shall also be adjusted by a children’s hospital differential.

1 qualifying children’'s hospitals. Hospitals
qualifying for the children's hospital differential are hospitals that are
exenpt from the Medicare Prospective Paynent System or, in the case of
hospitals that do not participate in Medicare, that. neet the same criteria
(as determned by the Director, OCHAMPUS, or a designee) as required for
exenption fromthe Medicare Prospective Paynent System as contained in 42 CFR
412. 23.

2 Calculation of differential. The differenti al
shal | be equal to the difference between a specially calculated children’s
hospital adjusted standardi zed anount and the adjusted standardized anount
for fiscal year 1988. The specially calculated children’s hospital adjusted
standardi zed anount shall be calculated in the sane manner as set forth in
subparagraph A.l.c. (4), except that:

a The base period shall be fiscal year 1988 and
shal| represent total estimated charges for discharges that occurred during
fiscal year 1988.

b No cost to charge ratio shall be applied.
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c Capital costs and direct nedical education
costs wll be included in the-cal cul ation.

d The factor used to update the database for
inflation to produce the fiscal year 1988 base period amount shall be the
applicable Medicare inpatient hospital market basket rate.

3 Transition rule. Until March 1, 1992, separate
differentials shall be used for each higher volume children’s hospital
(individually) and for all other children’ s hospitals (“in the aggregate).

For this purpose, a higher volume hospital is a hospital that had 50 or nore
CHAMPUS di scharges in fiscal year 1988.

4 Hold harnless provision. At such time as the
weights initially assigned to neonatal DRGs are recalibrated based on
sufficient volune of CHAMPUS clains records, children’ s hospital
differentials shall Dbe recalculated and appropriate retrospective and
prospective adjustnents shall be nade. To the extent practicable, the
recal cul ation shall also include reestimated values of other factors
(including but not limted to direct education and capital costs and indirect
education factors) for which nore accurate data became avail abl e.

5 No_update for inflation. The children’s hospital
differential, calculated (and later recal culated under the hold harm ess

provision) for the base period of fiscal year 1988, shall not be updated for
subsequent fiscal vyears.

6 Administrative corrections. In connection wth
det erm nati ons pursuant to subparagraph A-l.c. (5)(d)3 of this chapter, any
children’s hospital that believes OCHAMPUS erroneously failed to classify the
hospital as a high volune hospital or incorrectly calculated (in the case of
a high volume hospital) the hospital’s differential nmay obtain admnistrative

corrections by submtting appropriate docunentation to the Director, OCHAMPUS
(or designee).

(6) Updating the adjusted standardi zed anounts. Beginning in
FY 1989, the adjusted standardized anounts will be updated by the Medicare
annual update factor, unless the adjusted standardi zed amounts are
recal cul at ed.

(7) Annual Cost Pass-Throughs.

(a) cCapital costs. Wen requested in witing by a
hospital, CHAMPUS shall reinburse the hospital its share of actual capital
costs as reported annually to the CHAMPUS fiscal intermediary. Paynment for
capital costs shall be nade annually based on the ratio of CHAMPUS i npati ent
days for those beneficiaries subject to the CHAMPUS DRG-based paynent system
to total inpatient days applied to the hospital’s total allowable capital
costs. Reductions in paynents for capital costs which are required under
Medi care shall also be applied to paynents for capital costs under CHAMPUS.
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1 Costs included as capital costs. Allowable
capital costs are those specified in Medicare Regulation Section 413.130, as
modi fied by Section 412.72.

2 Services, facilities, or supplies provided by
suppl yi ng organi zati ons. |f services, facilities, or supplies are provided
to the hospital by a supplying organization related to the hospital wthin
the neaning of Medicare Regulation Section 413.17, then the hospital nust
include inits capital-related costs, the capital-related costs of the
suppl ying organi zation. However, if the supplying organization is not
related to the provider within the meaning of 413.17, no part of the charge
to the provider may be considered a capital-related cost unless the services,
facilities, or supplies are capital-related in nature and:

a The capital-related equipnent is |eased or
rented by the provider;

b The capital-related equiprment is |ocated on
the provider’s prem ses; and

¢ The capital-related portion of the charge is
separately specified in the charge to the provider.

(b) Direct medical education costs. Wen requested in
witing by a hospital, CHAMPUS shall reinburse the hospital its actual direct
medi cal education costs as reported annually to the CHAMPUS fi scal
internediary. Such teaching costs nust be for a teaching program approved
under Medicare Regulation Section 413.85. Paynent for direct nedical
education costs shall be made annually based on the ratio of CHAMPUS
| npatient days for those beneficiaries subject to the CHAMPUS DRG-based
paynent systemto total inpatient days applied to the hospital’s total
al | owabl e direct nedical education costs. Allowable direct nedical education
costs are those specified in Medicare Regul ation Section 413. 85.

(c) Information necessary for paynent of capital and
direct nedical education costs. All hospitals subject to the CHAMPUS
DRG-based paynent system except for children’s hospitals, may be rei nbursed
for allowed capital-and direct nedical education costs by submtting a
request to the CHAMPUS contractor. Such request shall cover the one-year
period corresponding to the hospital’s Medicare cost-reporting period. The
first such request may cover a period of less than a full year--fromt-he
effective date of the CHAMPUS DRG-based paynent systemto the end of the
hospital’s Medicare cost-reporting period. Al costs reported to the CHAMPUS
contractor nust correspond to the costs reported on the hospital’s Medicare
cost report. In the case of children's hospitals that request reinbursenent
under this clause for capital and/or direct nedical education costs, the
hospital nust submt appropriate base period cost information, as determ ned
by the Director, OCHAMPUS (or desi gnee). (I'f these costs change as a result
of a subsequent audit by Medicare, the revised costs are to be reported to
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the hospital’s CHAMPUS contractor within 30 days of the date the hospital is
notified of the change.) The request nmust be signed by the hospital officia
responsi ble for verifying the anounts and shall contain the follow ng

i nformation.

1 The hospital’s nane.

2 The hospital’s address.

3 The hospital’s CHAMPUS provi der number
4 The hospital’s Medicare provider nunber

5 The period covered--this nmust correspond to the
hospital’s Medicare cost-reporting period.

6 Total inpatient days provided to all patients in
units subject to DRG-based paynent.

7 Total allowed CHAMPUS inpatient days provided in
units subject to DRG-based paynent.

8 Total allowable capital costs.
9 Total allowable direct nedical education costs.
10 Total full-tine equivalents for:

a Resi dents.

b Interns

11 Total inpatient beds as of the end of the
cost-reporting period. If this has changed during the reporting period, an
expl anation of the change nust be provided.

12 Title of official signing the report.
13 Reporting date.

14  The report shall contain a certification
statenent that any changes to the itenms in subparagraphs 6, 7, 8, 9, or 10,
which are a result of an audit of the hospital’s Medicare cost-report, shall
be reported to CHAMPUS within thirty (30) days of the date the hospital is
notified of the change.

2. CHAMPUS nental health per di em payment system  The CHAMPUS nent al
heal th per diem paynment system shall be used to reinburse for inpatient
mental health hospital care in specialty psychiatric hospitals and units.
Paynment is nmade on the basis of prospectively determned rates and paid on a
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per diem basis. The systemuses two sets of per diens. One set of per diens
applies to hospitals and units that have a relatively higher nunber of
CHAMPUS discharges. For these hospitals and units, the system uses

hospital -specific per diemrates. The other set of per diens applies to
hospitals and units with a relatively |ower number of CHAMPUS di schar ges.

For these hospitals and units, the system uses regional per diems, and
further provides for adjustnents for area wage differences and indirect

medi cal education costs and additional pass-through paynents for direct

medi cal education costs.

a. Applicability of the nental health per di em paynment

system

(1) Hospitals and units covered. The CHAMPUS nental health
per diem paynent system applies to services covered (see subparagraph
A.2.a. (2) below) that are provided in Medicare prospective payment system
(PPS) exenpt psychiatric specialty hospitals and all Medicare PPS exenpt
psychiatric specialty units of other hospitals. [In addition, any psychiatric
hospital that does not participate in Medicare, or any other hospital that
has a psychiatric specialty unit that has not been so designated for
exenption fromthe Medicare prospective payment system because the hospital
does not participate in Medicare, may be designated as a psychiatric hospita
or psychiatric specialty unit for purposes of the CHAMPUS nental health per
di em paynent system upon denonstrating that it neets the same criteria (as
determned by the Director, OCHAMPUS) as required for the Medicare
exenption. The CHAMPUS nental health per diem paynent system does not apply
to mental health services provided in other hospitals.

(2) Services covered. Unless specifically exenpted, all
covered hospitals’ and units’ inpatient clainms which are classified into a
mental health DRG (DRG categories 425-432, but not DRG 424) or an
al cohol / drug abuse DRG (DRG categories 433-437) shall be subject to the
mental health per diem paynent system

b. Hospital -specific per diens for higher volune hospitals and
units. This paragraph describes the per diem paynment anounts for hospitals
and units wth a higher volume of CHAMPUS di schar ges.

(1) Per diem anount.

(a) A hospital-specific per diemanmunt shall be
cal cul ated for each hospital and unit with a higher volune of CHAMPUS
di scharges. The base period per diem anmount shall be equal to the hospital’s
average daily charge in the base period. The base period anount, however,
may not exceed the cap described in subparagraph A.2.b. (2), below. The base
period anount shall be updated in accord with paragraph A 2.d. of this
chapter.
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(b) In states that have inplemented a paynent system
in connection with which hospitals in that state have been exenpted from
the CHAMPUS DRG based paynent system pursuant to paragraph A.1.b. (1) of
this chapter, psychiatric hospitals and units may have per diem anounts
establ i shed based on the paynent system applicable to such hospitals and
units in the state. The per diem anount, however, may not exceed the cap
anmount applicable to other higher volune hospitals.

(2) Cap.

(a) As it affects paynent for care provided to
patients prior to April 6, 1995, the base period per diem anount may not

exceed the 80th percentile of the average daily charge weighted for all
di scharges throughout the United States fromall higher volume hospitals.

(b) Applicable to paynents for care provided to
patients on or after April 6, .1995 the base period per diemanmunt may
not exceed the 70th percentile of the average daily charge weighted for
al | discharges throughout the United States fromall higher vol une
hospitals. For this purpose, base year charges shall be deenmed to be
charges during the period of July 1, 1991 to June 30, 1992, adjusted to
correspond to base year (FY1988) charges by the percentage change in
average daily charges for all higher volume hospitals and units between
the. period of July 1, 1991 to June 30, 1992 and the base year.

(3) Review of per diemamunt. Any hospital or unit which
bel i eves OCHAMPUS cal cul ated a hospital-specific per diemwhich differs by
nmore than $5.00 fromthat calculated by the hospital or unit may apply to the
Director, OCHAMPUS, or a designee, for a recalculation. The burden of proof
shal |l be on the hospital.

C. Regi onal per diens for lower volunme hospitals and units . This
paragraph describes the per diem anounts fur hospitals and units with a |ower
vol ume of CHAMPUS di schar ges.

(1) Rer diemanmpunts. Hospitals and units with a |ower vol ume
of CHAMPUS patients shall be paid on the basis of a regional per diem anount,
adjusted for area wages and indirect nedical education. Base peri od
regional per diens shall be calculated based upon all CHAMPUS | ower vol une
hospitals’ clains paid during the base period. Each regional per di em anount
shall be the quotient of all covered charges divided by all covered days of
care, reported on all CHAMPUS clainms from | ower volume hospitals in the
region paid during the base period, after having standardi zed for indirect
medi cal education costs and area wage indexes and subtracted direct mnedical
education costs. Regional per diem anounts are adjusted in accordance with
subparagraph A.2.c. (3), below. Additional pass-through paynents to | ower
vol ume hospitals are nade in accordance w th subparagraph A.2.c. (4), below
The regions shall be the sane as the federal census regions.
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(2) Review of per diemamunt. Any hospital that believes the
regi onal per diem anount applicable to that. hospital has been erroneously
cal cul ated by OCHAMPUS by nore than $5.00 nay submt to the Director,
OCHAMPUS, or a designee, evidence supporting a different regional per diem
The burden of proof shall be on the hospital.

(3) Adjustments to regional per diens. Two adjustnents shall
be made to the regional per diemrates.

(a) Area wage index. The sanme area wage indexes used for
the CHAMPUS DRG-based payment system (see subparagraph #:1-C- (5)(b) of this
chapter) shall be applied to the wage portion of the applicable regional per
diemrate for each day of the admission. The wage portion shall be the sane
as that used for the CHAMPUS DRG-based paynent system

(b)  Indirect nedi cal education. The indirect nedical
education adjustment factors shall be calculated for teaching hospitals in
the same manner as is used in the CHAMPUS DRG-based paynment system (see
subpar agraph #-1:¢- (5)(c) of this chapter) and applied to the applicable
regional per diemrate for each day of the adm ssion.

(4) Annual cost pass-through for direct nedical education. In
addition to paynments nade to |ower volume hospitals under paragraph A 2.c.,
CHAMPUS shal | annually reinburse hospitals for actual direct nedical
education costs associated with services to CHAMPUS beneficiaries. This
rei nbursenment shall be done pursuant to the sane procedures as are applicable
to the CHAMPUS DRG-based payment system (see subparagraph 4:1:C. (7) of this
chapter).

d. Base period and update factors.

(1) Base period. The base period for calculating the
hospi tal -specific and regional per diens, as described in paragraphs A 2.b.
and c. above, is federal fiscal year 1988. Base period cal culations shall be
based on actual clainms paid during the period July 1, 1987 through My 31,
1988, trended forward to represent the 12-nmonth period ending Septenber 30,
1988 on the basis of the Medicare inpatient hospital market basket rate.

(2) AlLternative hospital-specific data base. Upon application
of a higher volune hospital or unit to the Director, OCHAMPUS, or a designee,
the hospital or unit may have its hospital -specific base period cal cul ations
based on clains with a date of discharge (rather than date of paynment)
between July 1, 1987 through May 31, 1988 if it has generally experienced
unusual delays in clains paynments and if the use of such an alternative data
base would result in a difference in the per diemanount of at |east $5.00.
For this purpose, the unusual delays means that the hospital’s or unit’s
average tine period between date of discharge and date of paynent is nore
than two standard deviations |onger than the national average.
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(3) Update factors.

(a) The hospital-specific per diens and the regional
per diens calculated for the base period pursuant to paragraph A 2.Db. of
this chapter shall remain in effect for federal fiscal year 1989; there
will be no additional update for fiscal year1989.

(b) Except as provided in paragraph A.2.d. (3)(c) of
this chapter, for subsequent federal fiscal years, each per diem shall be
updat ed by the Medicare update factor for hospitals and units exenpt from
the Medic"are prospective paynment system

(c) As an exception to the update required by
paragraph aA.2.d. (3)(b) of this chapter, ali per diens in effect at the end
of fiscal year 1995 shall remain in effect, with no additional update,

t hroughout fiscal years 1996 and 1997. For fiscal year 1998 and
thereafter, the per diems in effect at the end of fiscal year 1997 wll be
updated in accordance with paragraph a.2.d. (3)(b).

(d) Hospitals and units with hospital -specific rates
wll be notified of their respective rates prior to the beginning of each
Federal fiscal year. New hospitals shall be notified at such tinme as the
hospital rate is determned. The actual anounts of each regional per diem
that will apply in any Federal fiscal year shall be published in the
Federal Register at approximately the start of that fiscal year.

e. Hi gher vol une hospitals. This paragraph describes the
classification of and other provisions pertinent to hospitals with a higher
vol ume of CHAMPUS patients.

(1) In general. Any hospital or unit that had an annual rate
of 25 or nore CHAMPUS di scharges of CHAMPUS patients during the period July
1, 1987 through May 31, 1988 shall be considered a higher vol une hospital
during federal fiscal year 1989 and all subsequent fiscal years. Al other
hospitals and units covered by the CHAMPUS nental health per di em paynment
system shal |l be considered | ower vol une hospitals.

(2) Hospitals that subsequently becone higher vol une
hospitals. In any federal fiscal year in which a hospital, including a new
hospital (see subparagraph A.2.e. (3) below), not previously classified as a
hi gher vol une hospital has 25 or nmore CHAMPUS di scharges, that hospital shall
be considered to be a higher volume hospital during the next federal fiscal
year and all subsequent fiscal years. The hospital specific per diem anount
shal | be calculated in accordance with the provisions of paragraph A.2.b. of
this chapter, except that the base period average daily charge shall be
deenmed to be the hospital’'s average daily charge in the year in which the
hospital had 25 or nore discharges, adjusted by the percentage change in
average daily charges for all higher volume hospitals and units between the
year in which the hospital had 25 or nore CHAMPUS di scharges and the base
period. The base period anount, however, may not exceed the cap described in
subparagraph a.2.b. (2) of this chapter.
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(3) Special retrospective payment provision for new
hospitals. For purposes of this subparagraph, a new hospital is a hospital
that qualifies for the Medicare exenption fromthe rate of increase ceiling
applicable to new hospitals which are PPS-exempt psychiatric hospitals. Any
new hospital that becones a higher volunme hospital, in addition to qualifying
prospectively as a higher volunme hospital for purposes of subparagraph
A.2.e. (2) above, may additionally, upon application to the Drector,
OCHAMPUS, receive a . retrospective adjustment. The retrospective adjustnent
shall be calculated so that the hospital receives the same governnent share
payments it would have received had it been designated a higher vol une
hospital for the federal fiscal year in which it first had 25 or nmore CHAMPUS
di scharges and the preceding fiscal year (if it had any CHAMPUS patients
during the preceding fiscal year). Such new hospitals nust agree not to bill
CHAMPUS beneficiaries for any additional costs beyond that determ ned
initially.

(4) Review of classification. Any hospital or unit which
OCHAMPUS erroneously fails to classify as a higher wvolume hospital may apply -
to the Drector, OCHAMPUS, or a designee, for such a classification. The
hospital shall have the burden of proof.

f. Paynment for hospital based professional services. Lower vol une
hospitals and units may not bill separately for hospital based professional
mental health services; paynment for those services is included in the per
dienms. Hi gher volume hospitals and units, whether they billed CHAMPUS
separately for hospital based professional nental health services or included
those services in the hospital’s billing to CHAMPUS, shall continue the
practice in effect during the period July 1, 1987 to May 31, 1988 (or other
data base period used for calculating the hospital’s or unit’s per diem,
except that any such hospital or unit may change its prior practice (and
obtain an appropriate revision in its per dien) by providing to OCHAMPUS
notice in accordance with procedures established by the Drector, OCHAMPUS,
or a designee.

g. Leave days. CHAMPUS shall not pay for days where the patient
|'s absent on |eave from the specialty psychiatric hospital or unit. The
hospital nust identify these days when claimng reinbursenent. CHAMPUS shal |
not count a patient’s |eave of absence as a discharge in determ ning whether
a facility should be classified as a higher volune hospital pursuant to
paragraph A 2.e. of this chapter.

h. Exenptions fromthe CHAMPUS nental health per diem payment
system. The follow ng providers and procedures are exenpt from the CHAMPUS
mental health per diem paynent system

(1) Non-specialty providers. Providers of inpatient care
which are not either psychiatric hospitals or psychiatric specialty units as
descri bed in subparagraph A.2.a. (1) of this chapter are exempt fromthe
CHAMPUS nental heal th per di em paynment system  Such providers should refer
to subsection Al. of this chapter for provisions pertinent to the CHAMPUS
DRG-based paynent system
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(2) DRG 424. Admi ssions for operating room procedures
involving a principal diagnosis of nental illness (services which group into
DRG 424) are exenpt fromthe per diem paynent system They will Dbe
rei mbursed pursuant to the provisions of subsection A 3. of this chapter.

(3) Non-nental_health services. Adm ssions for
non-mental health procedures in specialty psychiatric hospitals and units are
exenpt fromthe per diem payment system They will be reinbursed pursuant to
the provisions of subsection A 3. of this chapter.

(4) Sole comunity hospitals. Any hospital which has
qualified for special treatment under the Medicare prospective paynment system
as a sole comunity hospital and has not given up that classification is
exenpt .

(5) Hospitals outside the U.S. A hospital is exenpt if
it is not located in one of the 50 states, the District of Colunbia or Puerto
Rico .

| Per diem paynent for psychiatric and substance use disorder
rehabilitation partial hospitalization services.

(1) In general. Psychiatric and substance use
disorder rehabilitation partial hospitalization services authorized by
chapter 4, sections B.10. and E. 4. and provided by institutional providers
aut hori zed under chapter 6, sections B.4.1. and B.4.n. are reinbursed on
the basis of prospectively determined, all-inclusive per diemrates. The
per diem paynent anount nust be accepted as paynent in full for all
institutional services provided, including board, routine nursing
services, ancillary services (includes art, nusic, dance, occupational and
ot her such therapies), psychological testing and assessments, overhead and
any other services for which the customary practice anong simlar
providers is included as part of the institutional charges.

(2) Services which may be billed separately. The
foll owing services are not considered as included within the per diem paynent
amount and may be separately billed when provided by an authorized
| ndependent professional provider:

(a) Psychotherapy sessions not included.
Prof essi onal services provided by an authorized professional provider (who is
not enployed by or under contract with the partial hospitalization program
for purposes of providing clinical patient care to a patient in the partial
hospitalization programare not included in the per diemrate. They may be
separately billed. Professional mental health benefits are limted to a
maxi mum of one session (60 minutes individual, 90 mnutes famly, etc.) per
authorized treatment day not to exceed five sessions in any cal endar week.
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(b) Non-nmental health related nedical services.
Those services not normally included in the evaluation and assessment of a
partial hospitalization program non-nental health related medical services,
may be separately billed when provided by an authorized independent
prof essional provider. This includes anbul ance services when nedically
necessary for energency transport.

(3) Per diemrate. For any full day partial
hospitalization program (m nimum of 6 hours), the maxi num per di em paynment
anmount is 40 percent of the average inpatient per diem anmount per case
establ i shed under the CHAMPUS nental health per diem reinbursement system
for both high and [ ow volume psychiatric hospitals and units (as defined
in chapter 14, section A Z) for the fiscal year. A partial
hospitalization programof |less than 6 hours (wth a mninmmof three
hours) will be paid a per diemrate of 75 percent of the rate for a
ful | -day program

(4) Qther requirenents. No paynent is due for |eave
days, for days in which treatnent is not provided, or for days in which the
duration of the program services was |ess than three hours.

3. Billed charges and set rates-. The allowable costs for authorized
care in all hospitals not subject to the CHAMPUS DRG-based paynent system or
the CHAMPUS nental health per diem paynent system shall be determned on the
basis of billed charges or set rates. Under this procedure the allowable
costs may not exceed the |ower of:

a. The actual charge for such service nade to the general public;
or

b. The al |l owed charge applicable to the policyhol ders or
subscribers of the CHAMPUS fiscal intermediary for conparable services under
conparabl e circunstances, when extended to CHAMPUS beneficiaries by consent
or agreement; or

C. The al |l owed charge applicable to the citizens of the community
or state as established by local or state regulatory authority, excluding
title XIX of the Social Security Act or other welfare program when extended
to CHAMPUS beneficiaries by consent or agreenent.

4, CHAMPUS di scount rates. The CHAMPUS-determ ned al |l owabl e cost for
aut hori zed care in any hospital may be based on discount rates established
under section |I. of this chapter.

B. SKILLED NURSI NG FACI LI TI ES (SNFs)

The CHAMPUS- determ ned al |l owabl e cost for reinbursenent of a SNF shall be
determ ned on the sanme basis as for hospitals which are not subject to the
CHAMPUS DRG-based paynent system
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C. REIMBURSEMENT FOR OTHER THAN HOSPI TALS AND SNFS

The Director, OCHAMPUS, or a designee, shall establish such other nethods
of determning allowable cost or charge reinbursement for those institutions,
ot her than hospitals and SNFS, as may be required.

D. Paynment of Institutional facility costs for anbul atory surqery.

1. In general. CHAMPUS pays institutional facility costs for anbul atory
surgery on the basis of prospectively determned anounts, as provided in this
paragraph. This paynment nethod is simlar to that used by the Medicare
program for anbul atory surgery. This paragraph applies to paynent for
institutional charges for ambul atory surgery provided in hospitals and
freestandi ng anbul atory surgical centers. It does not apply to professional
services. A list of anbulatory surgery procedures subject to the paynent
met hod set forth in this paragraph shall be published periodically by the
Di rector OCHAMPUS. Paynent to freestanding anbulatory surgery centers is
limted to these procedures.

2. Paynment in full. The payment provided for under this paragraph is
the payment in full for services covered by this paragraph. Facilities may
not charge beneficiaries for amounts, if any, in excess of the paynent
amounts determ ned pursuant to this paragraph.

3. Calculation of standard payment rates. Standard paynent rates are
cal cul ated for groups of procedures under the follow ng steps:

a. Step 1. calculate a-nedian standardi zed cost for each
procedure. For each anbul atory surgery procedure, a nedian standardi zed cost
wi Il be calculated on the basis of all anbulatory surgery charges nationally
under CHAMPUS during a recent one-year base period. The steps in this
cal culation include standardizing for local |abor costs by reference to the
same wage index and |abor/non-labor-related cost ratio as applies to the
facility under Medicare, applying a cost-to-charge ratio, calculating a
medi an cost for each procedure, and updating to the year for which the
paynment rates will be in effect by the Consuner Price |ndex-Urban. In
applying a cost-to-charge ratio, the Medicare cost-to-charge ratio for
freestandi ng anbul atory surgery centers (FASCs) Wi ||l Dbe used for all charges
from FASCS, and the Medicare cost-to-charge ratio for hospital outpatient
settings will be used for all charges from hospitals.

b. Step 2! grouping procedures . Procedures will then be placed
into one of ten groups by their nedian per procedure cost, starting with $0
to $299 for group 1 and ending with $1000 to $1299 for group 9 and $1300 and
above for group 10, with groups 2 through 8 set on the basis of $100 fixed
intervals .
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c. Step 3: adjustnents to groups. The Director, OCHAMPUS may make -
adjustments to the groupings resulting fromstep 2 to account for any
anbul atory surgery procedures for which there were insufficient data to allow
a grouping or to correct for any anomalies resulting fromdata or statistical
factors or other special factors that fairness requires be specially
recogni zed. In making any such adjustnments, the Director nmay take into

consi deration the placing of particular procedures in the anbulatory surgery
groups under Medicare.

d. Step 4: standard _payment ampunt per group. The standard

paynent amount per group will be the volume wei ghted nedi an per procedure
cost for the procedures in that group.

e. Step 5:- actual paynents. Actual paynment for a procedure wll
be the standard paynent anmount for the group which covers that procedure,
adj usted for |ocal |abor costs by reference to the sane labor/non-labor-
related cost ratio and hospital wage index as used for anbulatory surgery
centers by Medicare.

4. Miltiple procedures. In cases in which authorized nmultiple
procedures are performed during the sane operative session, paynment shall be
based on 100 percent of the paynent anount for the procedure with the highest
ambul atory surgery paynment amount, plus, for each other procedure perforned
during the session, 50 percent of its payment anount.

5. Annual updates. The standard paynent anounts will| be updated
annual |y by the sane update factor as is used in the Medicare annual updates
for ambul atory surgery center paynents.

6. Recalculation of rates. The Director, OCHAMPUS, may periodically

recal cul ate standard paynment rates for anbulatory surgery using the steps set
forth in paragraph b.3., of this Chapter.

E. REI MBURSEMENT OF BI RTHI NG CENTERS

1. Rei mbursement for maternity care and childbirth services furnished
by an authorized birthing center shall be linmted to the lower of the CHAMPUS

established all-inclusive rate or the center’'s nost-favored all-inclusive
rate.

2. The all-inclusive rate shall include the followng to the extent
that they are usually associated with a normal pregnancy and childbirth:
| aboratory studies, prenatal managenent, |abor nanagenent, delivery,
post-partum managenment, newborn care, birth assistant, certified

nurse-m dw fe professional services, physician professional services, and the
use of the facility.

3. The CHAMPUS established all-inclusive rate is equal to the sum of
the CHAMPUS area prevailing professional charge for total obstetrical care

for a normal pregnancy and delivery and the sum of the average CHAMPUS
al | owabl e institutional charges for supplies, |aboratory, and delivery room
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for a hospital inpatient normal delivery. The CHAMPUS est abl i shed
all-inclusive rate areas will coincide wth those established for prevailing
prof essi onal charges and will be updated concurrently wth the CHAMPUS area
prevailing professional charge database.

4, Extraordinary maternity care services, when otherw se authorized,
may be reinbursed at the |esser of the billed charge or the CHAMPUS al | owabl e
char ge.

b. Rei mbursenment for an inconplete course of care wll be limted to

clainms for professional services and tests where the beneficiary has been
screened but rejected for admssion into the birthing center program or
where the wonman has been admtted but is discharged fromthe birthing center
program prior to delivery, adjudicated as individual professional services
and itemns.

6. The beneficiary's share of the total reinbursenent to a birthing
center is limted to the cost-share anount plus the amount billed for
non-covered services and supplies.

F.  REIMBURSEMENT OF RESI DENTI AL TREATMENT CENTERS

The CHAMPUS rate is the per diemrate that CHAMPUS wil| authorize for all
mental health services rendered to a patient and the patient’s famly as part

of the total treatnent plan submtted by a CHAMPUS- approved RTC, and approved
by the Director, OCHAMPUS, or designee.

1 The all-inclusive per diemrate for RTCS operating or participating
i n CHAMPUS during the base period of July 1, 1987, through June 30, 1988,
wll be the |lowest of the follow ng conditions:

a. The CHAMPUS rate paid to the RTC for all-inclusive services as
of June 30, 1988, adjusted by the Consumer Price |Index - Urban (CPI-U) for
medi cal care as determined applicable by the D rector, OCHAMPUS, or designee;
or

b. The per diemrate accepted by the RTC from any other agency or
organi zation (public or private) that is high enough to cover one-third of
the total patient days during the 12-nonth period ending June 30, 1988,
adj usted by the CPI-U; or

NOTE The per diemrate accepted by the RTC from any other agency or
organi zation includes the rates accepted fromentities such as
Government contractors in CHAMPUS denonstration projects.

C. An OCHAMPUS determ ned capped per diem anmount not to exceed the
80th percentile of all established CHAMPUS RTC rates nationally, weighted by
total CHAMPUS days provided at each rate during the base period discussed in
F. 1. above.
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2. The all-inclusive per diemrates for RTCS which began operation
after June 30, 1988, or began operation before July 1, 1988, but had |ess
than 6 nonths of operation by June 30, 1988, will Dbe cal cul ated based on the
| oner of the per diemrate accepted by the RTC that is high enough to cover
one-third of the total patient. days during its first 6 to 12 consecutive
nonths of operation, or the OCHAMPUS deternmined capped anount.. Rates for
RTCs begi nning operation prior to July-l, 1988, will be adjusted by an
appropriate CPI-U inflation factor for the period ending June 30, 1988. A
period of | ess than 12 nmonths will be used only when the RTC has been in
operation for less than 12 nonths. Once a full 12 nonths is available, the
rate will be recal cul ated.

3. For care on or after April 6, 1995, the per diem anount may not
exceed a cap of the 70th percentile of all established Federal fiscal year
1994 RTC rates nationally, weighted by total CHAMPUS days provided at each
rate during the first half of Federal fiscal year 1994, and updated to
FY95 . For Federal fiscal years 1996 and 1997, the cap shall renain
unchanged. For Federal fiscal years after fiscal year 1997, the cap shal
be adjusted by the Medicare update factor for hospitals and units exenpt
fromthe Medicare prospective paynent system

4, Al'l educational costs, whether they include routine education or
special education costs, are excluded from rei mbursement except when
appropriate education is not available from or not payable by, a cognizant
public entity.

a. The RTC shall exclude educational costs fromits daily costs.

b. The RTC’s accounting system nust be adequate to assure CHAMPUS
is not billed for educational costs.

C. The RTC may request paynent of educational costs on an
i ndi vi dual case basis fromthe D rector, OCHAMPUS, or desi gnee, when
appropriate education is not available from or not payable by, a cognizant
public entity. To qualify for reinbursement of educational costs in
i ndi vi dual cases, the RTC shall conply with the application procedures
established by the Drector, O0CHAMPUS, or designee, including, but not
limted to, the follow ng:

(1) As part of its adm ssion procedures, the RTC nust counsel
and assist the beneficiary and the beneficiary’s famly in the necessary
procedures for assuring their rights to a free and appropriate public
education.

(2) The RTC nust docunment any reasons why an individual
beneficiary cannot attend public educational facilities and, in such a case,

why alternative educational arrangenents have not been provided by the
cogni zant. public entity.
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(3) If reinbursement of educational costs is approved for an
| ndi vi dual beneficiary by the Director, OCHAMPUS, or designee, such
educational costs shall be shown separately fromthe RTC’s daily costs on the
CHAMPUS claim  The amount paid shall not exceed the RIC's nost-favorable
rate to any other patient, agency, or organization for special or general
educational services whichever is appropriate.

(4) If the RTC fails to request CHAMPUS approval of the
educational costs on an individual case, the RTC agrees not to bill the
beneficiary or the beneficiary’s famly for any anmounts disallowed by
CHAMPUS . Requests for payment of educational costs nust be referred to the
Director, OCHAMPUS, or designee for review and a determ nation of the
applicability of CHAMPUS benefits.

b. Subject to the applicable RTC cap, adjustnments to the RTC rates
may be nmade annually.

a. For Federal fiscal years through 1995, the adjustnment shall
be based on the Consuner Price Index-U ban (CPI-U) for nedical care as
determ ned applicable by the Director, OCHAMPUS.

b. For purposes of rates for Federal fiscal years 1996 and
1997:

(1) For any RTC whose 1995 rate was at or above the
thirtieth ‘percentile of all established Federal fiscal year 1995 RTC rates
normal |y, weighted by total CHAMPUS days provided at each rate during the
first half of Federal fiscal year 1994, that rate shall remain in effect,
with no additional update, throughout fiscal years 1996 and 1997; and

(2) For any RTC whose 1995 rate was bel ow the 30th
percentile level determ ned under paragraph F.5.b. (1) of this chapter, the
rate shall be adjusted by the lesser of: the CPI-U for nedical care, or
the amount that brings the rate up to that 30th percentile |evel.

C. For subsequent Federal fiscal years after fiscal year 1997,
RTC rates shall be updated by the Medicare update factor for hospitals and
units exenpt from the Medicare prospective paynent system

6. For care provided on or after July 1, 1995 CHAMPUS will not. pay
for days in which the patient is absent on |eave fromthe RTC. The RTC
must identify these days when claimng rei nbursenent.

G Reinbursenent of hospice progranms. Hospice care will be reinbursed at
one of four predetermned national CHAMPUS rates based on the type and
intensity of services furnished to the beneficiary. A single rate is
applicable for each day of care except for continuous home care where paynent
i s based on the nunber of hours of care furnished during a 24-hour period.
These rates will be adjusted for regional differences in wages using wage

i ndi ces for hospice care.
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1. National hospice rates. CHAMPUS will use the national hospice rates

for rei mbursenment of each of the followng |evels of care provided by or ...~

under arrangenent wth a CHAMPUS approved hospice program

a. Routine home care. The hospice will be paid the routine hone
care rate for each day the patient is at hone, under the care of the hospice,
and not receiving continuous hone care. This rate is paid without regard to
the volume or intensity of routine hone care services provided on any given
day.

b.  Continuous home care. The hospice will be paid the continuous
home care rate when conti nuous hone care is provided. The continuous hone
care rate is divided by 24 hours in order to arrive at an hourly rate.

(1) A mnimmof 8 hours of care nmust be provided within a
24-hour day starting and ending at m dnight.

(2) Mre than half of the total actual hours being billed for
each 24-hour period nust be provided by either a registered or |icensed
practical nurse,.

(3) Honemaker and home health aide services nmay be provided to
suppl enment the nursing care to enable the beneficiary to remain at hone.

(4) For every hour or part of an hour of continuous care
furnished, the hourly rate will be reinmbursed to the hospice up to 24 hours a
day.

C. |npatient respite care. The hospice will be paid at the
i npatient respite care rate for each day on which the beneficiary is in an
approved inpatient facility and is receiving respite care.

(1) Payment for respite care may be nade for a maxi num of 5
days at a time, including the date of adm ssion but not counting the date of
di scharge. The necessity and frequency of respite care wll be determned by
the hospice interdisciplinary group with input fromthe patient’s attending
physi cian and the hospice’s medical director.

(2) Paynment for the sixth and any subsequent days is to be
made at the routine home care rate.

d. General inpatient care. Payment at the inpatient rate wll be
made when general inpatient care is provided for pain control or acute or
chroni ¢ synptom managenent whi ch cannot be nanaged in other settings. None
of the other fixed paynment rates (i.e., routine home care) will be applicable
for a day on which the patient receives general inpatient care except on the
date of discharge.

€. Date of discharge. For the day of discharge froman inpatient
unit, the appropriate hone care rate is to be paid unless the patient dies as
an inpatient. Wen the patient is discharged deceased, the inpatient rate
(general or respite) is to be paid for the discharge date.
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2. Use of Medicare rates. CHAMPUS will use the nost current Medicare
rates to reinburse hospice prograns for services provided to CHAMPUS
beneficiaries. It is CHAMPUS intent to adopt changes in the Medicare
rei mbur semrent net hodol ogy as they occur; e.g., Medicare's adoption of an
updat ed, nore accurate wage i ndex.

3. Physi ci an reimbursement. Paynent is dependent on the physician’s
relationship with both the beneficiary and the hospice program”

.a. Physi ci ans enpl oyed by, or contracted with, the hospice.

(1) Admnistrative and supervisory activities (i.e.,
establ i shnent, review and updating of plans of care, supervising care and
services, and establishing governing policies) are included in the adjusted
nati onal payment rate.

(2) Direct patient care services are paid in addition to the
adj usted national paynment rate.

(a) Physician services will be reinbursed an anount
equi valent to 100 percent of the CHAMPUS allowable charge; i.e., there wll
be no cost-sharing and/or deductibles for hospice physician services.

(b) Physician paynments will be counted toward the hospice
cap limtation.

b. | ndependent attending physician. Patient care services
rendered by an independent attending physician (a physician who is not
consi dered enployed by or under contract wth the hospice) are not part of
t he hospice benefit.

(1) Attending physician may bill in his/her own right.

(2) Services will be subject to the appropriate allowable
charge nethodol ogy.

(3) Reinmbursenent is not counted toward the hospice cap
limtation.

(4) Services provided by an independent attending physician
must be coordinated wth any direct care services provided by hospice
physi ci ans.

(5) The hospice nmust notify the CHAMPUS contractor of the nane
of the physician whenever the attending physician is not a hospice enpl oyee.

C. Vol untary physician services. No paynent will be allowed for
physi ci an services furnished voluntarily (both physicians enpl oyed by, and
under contract with, the hospice and independent. attending physicians).
Physi cians nmay not discrimnate agai nst CHAMPUS beneficiaries; e.g.,
designate all services rendered to non-CHAMPUS patients as vol unteer and at
the same time bill for CHAMPUS patients.
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4, Unrel ated nedical treatment. Any covered CHAMPUS services not ERRRRRY
related to the treatment of the termnal condition for which hospice care was
el ected will be paid in accordance with standard rei nbursement nethodol ogi es;
i.e., paynment for these services will be subject to standard deductible and
cost-sharing provisions under the CHAMPUS. A determ nation nust be nade
whet her or not services provided are related to the individual’s term nal
i1lness. Many illnesses may occur when an individual is termnally ill which
are brought on by the underlying condition of the patient. For exanple, it
i's not unusual for a termmnally ill patient to devel op pneunonia or sone
other illness as a result of his or her weakened condition. Simlarly, the
setting of bones after fractures occur in a bone cancer patient would be
treatment of a related condition. Thus, if the treatnent or control of an
upper respiratory tract infection is due to the weakened state of the
termnal patient, it will be considered a related condition, and as such,
will be included in the hospice daily rates.

b. Cap anmount.. Each CHAMPUS- approved hospice program wi ||l be subject
to a cap on aggregate CHAMPUS paynents from Novenber 1 through October 31 of
each year, hereafter known as “the cap period. "

a. The cap amount will be adjusted annually by the percent of
| ncrease or decrease in the nmedical expenditure category of the Consumer
Price Index for all urban consuners (CPI-U).

b. The aggregate cap anount (i.e., the statutory cap anount tines
the number of CHAMPUS beneficiaries electing hospice care during the cap
period) will be conpared with total actual CHAMPUS paynents made during the
same cap period.

C. Paynments in excess of the cap amount nust be refunded by the
hospi ce program  The adjusted cap amount W || be obtained fromthe Health
Care Financing Adm nistration (HCFA) prior to the end of each cap period.

d. Cal cul ation of the cap amount for a hospice which has not
participated in the programfor an entire cap year (Novenber 1 through
Cctober 31) will be based on a period of at |east 12 nonths but no more than
23 months.  For exanple, the first cap period for a hospice entering the
program on Cctober 1, 1994, would run from Qctober 1, 1994 through Cctober
31, 1995. Simlarly, the first cap period for hospice providers entering the
program after Novenber 1, 1993 but before Novenber 1, 1994 would end Cctober
31, 1995.

6. Inpatient limtation. During the 12-nmonth period begi nning Novenber
1 of each-year and ending oOctober 31, the aggregate nunmber of inpatient days,
both for general inpatient care and respite care, may not exceed20 percent
of the aggregate total nunber of days of hospice care provided to all CHAMPUS
beneficiaries during the sane period.

a. | f the nunber of days of inpatient care furnished to CHAMPUS
beneficiaries exceeds 20 percent of the total days of hospice care to CHAMPUS

beneficiaries , the total payment for inpatient care is determned as follows:
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(1) Calculate the ratio of the maxi num nunber of allowable

| npatient days to the actual nunber of inpatient care days furnished by the
hospi ce to Medicare patients.

(2) Multiply this ratio by the total reinbursenent for
| npatient care made by the CHAMPUS contractor.

(3) Multiply the number of actual inpatient days in excess of
the limtation by the routine hone care rate.

(4) Add the ampunts cal culated in paragraphs G-6.2. (2) and (3)
of this section.

b. Conpare the total payment for inpatient care calculated in

par agraph ©-6.a. (4) above to actual paynments made to the hospice for
| npatient care during the cap period.

C. Payments in excess of the inpatient limtation nust be refunded
by the hospice program

1. Hospice reporting responsibilities. The hospice is responsible for
reporting the followng data within 30 days after the end of the cap peri od:

a. Total reimbursement received and receivable for services
furni shed CHAMPUS beneficiaries during the cap period, including physician's
services not of an admnistrative or general supervisory nature.

b. Total reinbursenent received and receivable for general
| npatient care and inpatient respite care furnished to CHAMPUS beneficiaries
during the cap period.

C. Total nunber of inpatient days furnished to CHAMPUS hospi ce
patients (both general inpatient and inpatient respite days) during the cap
period.

d. Total nunmber of CHAMPUS hospice days (both inpatient and hone
care) during the cap period.

e. Total nunber of beneficiaries electing hospice care. The
follow ng rules nust be adhered to by the hospice in determning the nunber
of CHAMPUS beneficiaries who have el ected hospice care during the period:

(1) The beneficiary nust not have been counted previously in
ei t her another hospice’s cap or another reporting year.

(2) The beneficiary nust file an initial election statenent
during the period beginning Septenber 28 of the previous cap year through
Septenber 27 of the current cap year in order to be counted as an electing
CHAMPUS beneficiary during the current cap year.
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(3) Once a beneficiary has been included in the calculation of .

a hospice cap amount, he or she may not be included in the cap for that
hospi ce again, even if the nunmber of covered days in a subsequent reporting
period exceeds that of the period where the beneficiary was i ncl uded.

(4) There will Dbe proportional application of the cap anount
when a beneficiary elects to receive hospice benefits fromtwo or nore
different CHAMPUS-certified hospices. A calculation nust be nade to
determ ne the percentage of the patient’s length of stay in each hospice
relative to the total length of hospice stay.

8. Recansideration of cap anount and inpatient linit. A hospice
dissatisfied wth the contractor’s calculation and application of its cap
anount and/or inpatient [imtation may request and obtain a contractor review
| f the anount of program reimbursenent in controversy -- with respect to
matters which the hospice has a right to review -- is at least $1000.  The
adm ni strative review by the contractor of the calculation and application” of
the cap amount and inpatient [imtation is the only admnistrative review
avai lable. These calculations are not subject to the appeal procedures set
forth in Chapter 10. The nethods and standards for cal culation of the
hospi ce paynment rates established by CHAMPUS, as well as questions as to the
validity of the applicable law, regulations or CHAMPUS deci sions, are not
subject to admnistrative review, including the appeal procedures of Chapter

10.

9. Beneficiary cost-sharing. There are no deductibles under the
CHAMPUS hospice benefit .CHAMPUS pays the full cost of all covered services
for the termnal illness, except for small cost-share amounts which may be

coll ected by the individual hospice for outpatient drugs and biol ogi cal and
i npatient respite care.

a. The patient is responsible for 5 percent of the cost of
out patient drugs or $5 toward each prescription, whichever is |ess.
Additionally, the cost of prescription drugs (drugs or biological) nmay not
exceed that which a prudent buyer would pay in simlar circunstances; that
is, a buyer who refuses to pay nore than the going price for an item or
service and al so seeks to econom ze by mnimzing costs.

b. For inpatient respite care, the cost-share for each respite
care day is equal to 5 percent of the amount CHAMPUS has estimated to be the

cost of respite care, after adjusting the national rate for l[ocal wage
di fferences.

C. The amount of the individual cost-share liability for respite
care during a hospice cost-share period nmay not exceed the Medicare inpatient
hospital deductible applicable for the year in which the hospice cost-share
period began. The individual hospice cost-share period begins on the first
day an election is in effect for the beneficiary and ends with the close of
the first period of 14 consecutive days on each of which an election is not
in effect for the beneficiary.
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H  REIMBURSEMENT OF | NDI VI DUAL HEALTH CARE PROFESSI ONALS AND OTHER
NON- | NSTI TUTI ONAL HEALTH- CARE PROVI DERS

The CHAMPUS- det erm ned reasonabl e charge (the amount allowed by CHAMPUS)
for the service of an individual health-care professional or other
non-institutional health-care provider (even if enployed by or under contract
to an institutional provider) shall be determned by one of the follow ng
met hodol ogi es, that is, whichever is in effect in the specific geographic

| ocation at the time covered services and supplies are provided to a CHAMPUS
beneficiary.

1. Al | owabl e charge met hod.

a. | nt roducti on

(1) In general. The allowable charge nmethod is the preferred
and primary nethod for reinbursenent of individual health care professionals
and other non-institutional health care providers (covered by 10 U.Ss.C.
1079(h)(1)). The allowable charge for authorized care shall be the |ower of
the billed charge or the local CHAMPUS Maxi mum Al | owabl e Charge (CMAC) |evel.

(2) CHAMPUS Maxinmum Al |l owabl e Charge. Beginning in cal endar
year 1992, prevailing charge |evels and appropriate charge levels wll be
calculated on a national level. There will then be calculated a national
CHAMPUS Maxi num Al | owabl e Charge (CMAC) | evel for each procedure, which shal
be the | esser of the national prevailing charge |evel or the national
appropriate charge level. The national cMAC will then be adjusted for
| ocalities in accordance with paragraph G.1.d., of this Chapter.

(3) Differential for Participating Providers . Beginning in
cal endar year 1994, there shall be a differential in national and |ocal CMACs
based on whether the provider is a participating provider or a
nonparticipating provider. The differential shall be calculated so that the
CMAC for the nonparticipating providers is 95 percent of the CMAC for the
participating providers. To assure the effectiveness of the several phase-in
and wai ver provisions set forth in paragraps’ 6.l.c., and G6.1.d., of this
Chapter, beginning in calendar year 1994, there wll first be calculated the
national and |ocal CMACs for nonparticipating providers. For purposes of
this calculation, the identification of overpriced procedures
called for in paragraph 6.1.C.a., of this Chapter and the cal cul ation of
appropriate charge levels for such overpriced procedures called for in
paragraph 6.1.D. (2), of this Chapter shall use as the Medicare fee conponent
of the conparisons and cal culations the fee level applicable to Medicare
nonpartici pating providers, which is 95 percent of the basic fee |evel.
After nonparticipating provider |ocal cMaCs are calculated (including
consideration of special phase-in rules and waiver rules in paragraph G.1.d.,
of this Chapter) participating provider |ocal cMacs will be cal culated so
that nonparticipating provider local CMACS are 95 percent of participating
provider |ocal cMaCs. (For nore information on the Participating Provider
Program, see Chapter 6.A.8).
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(4) Limts on balance billing by nonparticipating providers. ..
Nonpartici pating providers nmay not balance bills beneficiary an anount which
exceeds the applicable balance billing limt. The balance billing limt.
shall be the same percentage as the Medicare limting charge percentage for
nonparticipating physicians. The balance billing limt my be waived by the

Director, OCHAMPUS on a case-by-case basis if requested by the CHAMPUS
beneficiary (or” sponsor) involved. A decision by the Director to waive or
not waive the limt in any particular case is not subject to the appeal and
hearing procedures of Chapter 10., of this regulation.

b. Prevailing charge |evel.

(1) Beginning in calendar year 1992, the prevailing charge
| evel shall be calculated on a national basis.

(2) The national prevailing charge level referred to in
paragraph 6:1-b. (1) of this section is the level that does not exceed the
anount equivalent to the 80th percentile of billed charges nade for simlar
services during the base period. The 80th percentile of charges shall be
determ ned on the basis of statistical data and nmethodol ogy acceptable to the
Director, OCHAMPUS (or a designee).

(3) For purposes of paragraph 6.1.b. (2) of this section,
t he base period shall be a period of 12" cal endar nonths and shall be adjusted
once a year, unless the Director, OCHAMPUS determi nes that a different period
for adjustnent is appropriate and publishes a notice to that effect in the
Federal Register.

C. Appropriate charge |level. Beginning in calendar year 1992, the
appropriate charge level for each procedure i s the product of the two-step
process set forth in paragraphs G.1. (¢)(l) and (2) of this Chapter. This
process involves conmparing the prior year’s CMAC with the fully phased in
Medicare fee. For years after the Medicare fee has been fully phased in, the
conparison shall be to the current Medicare fee. For any particular
procedure for which conparable Medicare fee and CHAMPUS data are unavail abl e,
but for which alternative data are available that the Director, OCHAMPUS (or
desi gnee) determ nes provide a reasonable approxi mation of relative value or
price, the conparison may be based on such alternative data.

(1) Step 1: procedures classified. Al procedures are
classified into one of three categories, as follows:

(a) Overpriced procedures. These are the procedures
for which the prior year’s national CVAC exceeds the Medicare fee.

(b) Other pracedures. These are procedures subject
to the allowable charge nmethod that are not included in either the overpriced
procedures group or the underpriced procedures group.

(c) lnderpriced procedures. These are the procedures
for which the prior year’s national CMAC is |less than the Medicare fee.
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(2) Step 2. calculating appropriate charge levels. For
each year, appropriate charge levels wll be calculated by adjusting the
prior year’s CMAC as fol | ows:

(a) For overpriced procedures, the appropriate
charge level for each procedure shall be the prior year’s CMAC, reduced by

the lesser of: the percentage by which it exceeds the Medicare fee or
fifteen percent.

(b) For other procedures, the appropriate charge
| evel for each procedure shall be the sane as the prior year’s CMAC.

(c) For wunderpriced procedures, the appropriate
charge level for each procedure shall be the prior year’s CMAC, increased by
the lesser of: the percentage by which it is exceeded by the Medicare fee or
t he Medicare Econom ¢ |ndex.

c. Special rule for cases in which the CHAMPUS appropriate charge
was prematurely reduced. In any case in which a recalculation of the
Medicare fee results in a Medicare rate higher than the CHAMPUS appropriate
charge for a procedure that had been considered an overpriced procedure, the
reduction in the CHAMPUS appropriate charge shall be restored up to the |evel
of the recal cul ated Medicare rate.

d. Cal cul ati ng CHAMPUS Maxi mum Al | owabl e Charge | evels for
| ocal i ties.

(1) In general. The national CHAMPUS Maxi mum Al | owabl e
Charge level for each procedure will be adjusted for localities using the
sanme (or simlar) geographical areas and the sane geographi c adjust nent
factors as are used for determning allowabl e charges under Medi care.

(z) Special locality-based phase-in provision.

(a) In general. Beginning with the recal culation of
CMACs for cal endar vyear 1993, the CMAC in a locality wll not be |less than
72.25 percent of the maxi mum charge level in effect for that locality on
December 31, 1991. For recalculations of CMACs for cal endar years after
1993, the CMAC in a locality will not be less than 85 percent of the CMAC in
effect for that locality at the end of the prior cal endar year.

(b) Exception. The special locality-based phase-in
provi si on established by Section 6.1.d. (2)(a) of this Chapter shall not be
applicable in the case of any procedure code for which there were not CHAMPUS
claims in the locality accounting for at |east 50 services.

(3) special locality-based waivers of reductions to assure
adequate access to care. Beginning with the recal culation of CMACs for
cal endar year 1993, in the case of any procedure classified as an overpriced
procedure pursuant. to section 6-1.¢. (|)(a) of this Chapter, a reduction in
the CMAC in a locality below the level in effect at the end of the previous
cal endar year that would otherw se occur pursuant to sections G.l.c., and
G.1.d., of this Chapter may be waived pursuant to this section G.1.c. (3),
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(a) Wai ver based on balance billing rates. Except as .
provided in section G.1.d. (3)(b) of this Chapter such a reduction wll be
wai ved if there has been excessive balance billing in the locality for the
procedure involved. For this purpose, the extent of balance billing wll be
determ ned based on areview of all services under the procedure code
involved in the prior year (or nost recent period for which data are

avai lable). If-the nunber of services for which balance billing was not
required was |less than 60 percent of all services provided, the Director wll
determne that there was an excessive balance billing with respect to that

procedure in that locality and will waive the reduction in the CMAC that
woul d ot herwi se occur. A decision by the Director to waive or not to waive
the reduction is not subject to the appeal and hearing procedures of Chapter
10 of this regulation.

(b) Exception. As an exception to section G.1.d. (3)(a)
of this Chapter, the waiver required by that section shall not be applicable
in the case of any procedure code for which there were not CHAMPUS clainms in
the locality accounting for at least 50 services. A waiver my, however, be
granted in such cases pursuant to section 6.1.d. (3)(c) of this Chapter

(c) Wiiver based on other evidence that adequate access
to care would be inpaired. The Director, OCHAMPUS nay waive a reduction that
woul d ot herwi se occur (or restore a reduction that was already taken) if the
Director determ nes that available evidence shows that the reduction would
i npai r adequate access. For this purpose, such evidence nmay include
consi deration of the nunber of providers in the locality who provide the
affected services, the nunmber of such providers who are CHAMPUS Parti ci pating
Providers, the nunber of CHAMPUS beneficiaries in the area, and other
relevant factors. Providers or beneficiaries in a locality may submt to the
Director, OCHAMPUS a petition, together with appropriate docunentation
regarding relevant factors, for a determ nation that adequate access woul d be
inpaired. The Director, OCHAMPUS wWill consider and respond to all such
petitions. Petitions may be filed at any time. Any petition received by the
date which is 120 days prior to the inplenentation of a recalculation of
CMACs wi I | be assured of consideration prior that inplementation. The
Director, OCHAMPUS nay establish procedures for handling petitions. A
decision by the Director to waive or not to waive a reduction is not subject
to the appeal and hearing procedures of Chapter 10 of this regulation.

e. Special rules for 1991,

(1) Prevailing charge levels for care provided on or after
January 1, 1991, and before the 1992 prevailing charge levels take effect
shall be the same as those in effect on Decenber 31, 1990, except that
prevailing charge levels for care provided on or after October 7, 1991 shall
be those established pursuant to this paragraph G.1.e. of this section.

(2) Appropriate charge levels will be established for each
| ocality for which a prevailing charge level was in effect inmediately prior
to October 7, 1991. For each procedure, the appropriate charge |evel shall
be the prevailing charge level in effect imediately prior to Cctober 7,
1991, adjusted as provided in G.1.e. (2)(a) through (c) of this section.

14-34
#First Amrendnment (Ch 9, 3/22/95)




March 22, 1995
DoD 6010. 8-R

(a) For each overpriced procedure, the |level shall be

~+. reduced by fifteen percent. For this purpose, overpriced procedures are the

procedures determned by the Physician Payment Review Comm ssion to be
overval ued pursuant to the process established under the Medicare program
ot her procedures considered overvalued in the Medicare program (for which
Congress directed reductions in Medicare allowable levels for 1991),
radi ol ogy procedures and pat hol ogy procedures.

(b) For each other procedure, the level shall remain

unchanged. For this purpose, other procedures are procedures which are not
overpriced procedures or primary care procedures.

(c) For each primary care procedure, the |evel shall be
adjusted by the MEl, as the MEl is applied to Medicare prevailing charge
levels. For this purpose, primary care procedures include maternity care and
delivery services and wel| baby care services.

f Special transition rule for 1992,

(1) For purposes of calculating the national appropriate
charge levels for 1992, the prior year’'s appropriate charge level for each
service wll be considered to be the level that does not exceed the anmount
equi valent to the 80th percentile of billed charges nade for simlar services
during the base period of July 1, 1986 to June 30, 1987 (determ ned as under
paragraph 6.1.b. (2) of this section), adjusted to cal endar year 1991 based on
the adjustnents made for maxi mum CHAMPUS prevailing charge |evels through
1990 and the application of paragraph G.1.e. of this section for 1991.

(2) The adjustnent to cal endar year 1991 of the product of
paragraph G6.1.f. (1) of this section shall be as foll ows:

(a) For procedures other than those described in

paragraph G.1.£. (2)(b) of this section, the adjustment to 1991 shall be on
the sane basis as that provided under paragraph G.1.e. of this section.

(b)  F or any procedure that was considered an overpriced
procedure for purposes of the 1991 prevailing charge |evels under paragraph
G.l.e. of this section for which the resulting 1991 prevailing charge |evel
was | ess than 150 percent of the Medicare converted relative value unit, the
adj ustment to 1991 for purposes of the special transition rule for 1992 shal
be as if the procedure had been treated under paragraph G.i.e. (2)(b) of this
section for purposes of the 1991 prevailing charge |evel.

g. Adjustnents and procedural rules.

(1) The Director, OCHAMPUS may nake adjustments to the
appropriate charge levels calculated pursuant to paragraphs G.l.c. and G.l.e.
of this section to correct any anomalies resulting fromdata or statistical
factors, significant differences between Medicare-relevant information and
CHAMPUS-r el evant consi derations or other special factors that fairness
requires be specially recognized, However, no such adjustment may result in
reduci ng an appropriate charge |evel.
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(2) The Director, OCHAMPUS will issue procedural instructions
for adm nistration of the allowable charge nethod.

h. Cinical laboratory services. The allowable charge for
clinical diagnostic |laboratory test services shall be calculated in the same
manner as allowable charges for other individual health care providers are
cal cul ated pursuant to paragraphs G.l.a. through G6.1.d. of this Chapter, wth
the follow ng exceptions and clarifications.

(1) The calculation of national prevailing charge |evels,
national appropriate charge |levels and national CMACs for |aboratory services
shall begin in calendar year 1993. For purposes of the 1993 cal culation, the
prior year year's national appropriate charge level or national prevailing
charge level shall be the level that does not exceed the amobunt equivalent to
the 80th percentile of billed charges made for simlar services during the
period July 1, 1991, through June 30, 1992 (referred to in this paragraph
G.1.h. of this Chapter as the “base period’).

(2) For purposes of conparison to Medicare allowabl e paynent
anounts pursuant toparagraph 6.1.c. of this Chapter, the Medicare national
| aboratory paynment limtation amounts shall be used.

(3) For purposes of establishing |aboratory service |ocal
CMACS pursuant to paragraph 6.1.d. of this Chapter, the adjustnent factor
shall equal the ratio of the |ocal average charge (standardized for the
distribution clinical |aboratory services) to the national average charge for
all clinical |aboratory services during the base period.

(4) For purposes of a special locality-based phase-in
provision simlar to that established by paragraph 6.1.d. (2) of this
Chapter, the CMAC in a locality will not be less than 85 percent of the
maximum charge level in effect for that locality during the base period.

i. The allowable charge for physician assistant services other,
than assistant-at-surgery may not exceed 85 percent of the allowable charge
for aconparable service rendered by a physician performng the service in a
simlar location. For cases in which the physician assistant and the
physi ci an perform conponent services of a procedure other than
assiatant-at-surgery (e.g., home, office or hospital visit), the conbined
al l owabl e charge for the procedure nmay not exceed the allowable charge for
the procedure rendered by a physician alone. The allowable charge for
physi ci an assistant services perforned as an assistant-at- surgery may not
exceed 65 percent of the allowable charge for a physician serving as an
assi stant surgeon when authorized as CHAMPUS benefits in accordance with the
provi sions of Chapter 4 C.3.C. of this Part. Physician assistant services
must be billed t hrough the enpl oyi ng physician who nust be an authorized
CHAMPUS provi der.

j. A charge that exceeds the CHAMPUS Maximum.Allowable charge can
be determned to be allowable only when unusual circunstances or nedical
conplications justify the higher charge. The allowable charge may not exceed
the billed charge under any circunstances.
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2. All-inclusive rate. Cains fromindividual health-care professiona
providers for services rendered to CHAMPUS beneficiaries residing in an RTC
that is either being reinbursed on an all-inclusive per diemrate, or is
billing an all-inclusive per diemrate, shall be denied; with the exception
of independent health-care professionals providing geographically distant
famly therapy to a famly menber residing a mninumof 250 mles fromthe
RTC or covered nedical services related to a nonmental health condition
rendered outside the RTC. Reinbursenent for individual professional services
is included in the rate paid the institutional provider.

3. Alternative nmethod. The Director, OCHAMPUS, or a designee, nmay,
subject to the approval of the ASD(HA), establish an alternative method of
rei mbursement designed to produce reasonable control over health care costs
and to ensure a high level of acceptance of the CHAMPUS-determined charge by
the individual health-care professionals or other noninstitutional
heal th-care providers furnishing services and supplies to CHAMPUS
beneficiaries. Alternative methods may not result in reinmbursenent greater
than the all owabl e charge nethod above.

. REI MBURSEMENT UNDER THE M LI TARY-CI VI LI AN HEALTH SERVI CES PARTNERSHI P
PROGRAM

The MIlitary-Cvilian Health Services Partnership Program as authorized
by Section 1096, Chapter 55, Title 10, provides for the sharing of staff,
equi pment, and resources between the civilian and mlitary health care system
in order to achieve nore effective, efficient, or economcal health care for
authori zed beneficiaries. Mlitary treatnent facility commanders, based upon
the authority provided by their respective Surgeons General of the mlitary
departnents, are responsible for entering into individual partnership
agreenments only when they have determ ned specifically that use of the
Partnership Programis nore econom cal overall to the Government than
referring the need for health care services to the civilian community under
the normal operation of the CHAMPUS Program  (See Section P. of Chapter 1,
for general requirenents of the Partnership Program)

1 Rei mbursenent of institutional health care providers. Reinbursenent
of institutional health care providers under the Partnership Program shall be
on the same basis as non-Partnership providers.

2. Rei mbur sement of individual health-care professionals and_other
non-institutional health care providers. Reinbursenent of individual health
care professional and other non-institutional health care providers shall be

on the sane basis as non-Partnership providers as detailed in Section G of
this chapter.

J. ACCOVMODATI ON OF DI SCOUNTS UNDER PROVI DER REI MBURSEMENT METHODS

1 General rule. The Director, OCHAMPUS (or designee) has authority to
rei nburse a provider at an anount bel ow the anount usually paid pursuant to
this chapter when, wunder a program approved by the Director, the provider has
agreed to the lower anount.
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2. Special applications. The follow ng are exanples of applications of
the general rule; they are not all inclusive.
a. In the case of individual health care professionals and other

noni nstitutional providers, if the discounted fee is below the provider’s
normal billed charge and the prevailing charge |evel (see section G of this
chapter), the discounted fee shail be the provider's actual billed charge and
the CHAMPUS al | owabl e char ge.

b. In the case of institutional providers nornally paid on the
basis of a pre-set amount (such as DRG-based anount under subsection Al . of
this chapter or per-diem anount under subsection A 2. of this chapter), if
the discount rate is |ower than the pre-set rate, the discounted rate shall
be the CHAMPUS-determ ned allowable cost. This is an exception to the usual
rule that the pre-set rate is paid regardless of the institutional provider’'s
billed charges or other factors.

3. Procedur es.

a. This section only applies when both the provider and the
Director have agreed to the discounted payment rate. The Director’s
agreenent may be in the context of approval of a programthat allows for such
di scounts.

b. The Director of OCHAMPUS may establish uniform terms,
conditions and limtations for this paynment nmethod in order to avoid
adm ni strative conplexity.

K.~ OJTSI DE THE UNI TED STATES

The Director, OCHAMPUS, or a designee, shall determne the appropriate
rei mbursenent nmethod or nethods to be used in the extension of CHAMPUS
benefits for otherw se covered nedical services or supplies provided by
hospitals or other institutional providers, physicians or other individual
prof essional providers, or other providers outside the United States.

L. I MPLEMENTI NG | NSTRUCTI ONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, and guidelines, as may be necessary to inplenent
the intent of this chapter.
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