To: Providers Reimbursed Under the Outpatient Prospective Payment

System
From: CareFirst of Maryland, Inc.
Date: June 14, 2005
Subject: Calculating Payment-to-Cost Ratios (PCR) for Purposes of

Determining Transitional Corridor Payments under the Outpatient
Prospective Payment System (OPPS)

I. GENERAL INFORMATION

A. Background: This bulletin revises “Calculating Payment-to-Cost Ratios (PCR) for
Purposes of Determining Transitional Corridor Payments Under the Outpatient
Prospective Payment System (OPPS) and Revising the Criteria Under Which a Provider
May Request a Recalculation of Its Cost-to-Charge Ratio”. The PCR calculation was
listed incorrectly. The revised PCR calculation adjusts the payment calculation in the
payment-to-cost ratio. This only affects providers with the CRNA exception. The
corrected instructions are listed below.

Calculating a PCR for Hospital Cost Report Periods Ending On or After January 1, 1996,
and Before September 30, 1996

Step 1 -- Determining Payments: Calculate payment amounts from the cost report for
each type of service as described in A through E, then determine total payments as
described in F:

A. Calculate Payment for Ambulatory Surgical Center Procedures. (Use
Worksheet E, Part C.) Payment is the lesser of:

1. Line 6;

2. Line 9; or

3.(0.58 x line 1 of Worksheet E, Part C) + (0.42 x lesser of line 6 or line 9
of Worksheet E, Part C).

B. Calculate Payment for Radiology Services Subject to the Blended Payment
Methodology. (Use Worksheet E, Part D.) Payment is the lesser of:

1. Line 6;

2. Line 9; or

3.(0.58 x line 2 of Worksheet E, Part D) + (0.42 x lesser of line 6 or line 9
of Worksheet E, Part D).



C. Calculate Payment for Other Diagnostic Services Subject to the Blended
Payment Methodology. (Use Worksheet E, Part E.) Payment is the lesser of:

1. Line 6;

2. Line 9; or

3. (0.50 x line 2 of Worksheet E, Part E) + (0.50 x lesser of line 6 or line 9
of Worksheet E, Part E).

D. Calculate Payment for All Other Services. (Use Worksheet D, Part V, column
9.) Payment is the sum of the amounts for these lines and any subscripts of these
lines:

1. Lines 37 through 49;

2. Lines 53 through 62;

3. Line 63, excluding any costs that are not attributable to OPPS services,

e.g., costs of FQHCs, RHCs, etc., and

4. Line 68, excluding any costs not attributable to OPPS services.

E. Calculate Payment for Vaccines Payment is the amount on Worksheet D, Part
VI, line 3

F. Calculate Total Payments by:
1. Adding amounts determined for A through E in Step 1, above
2. The net amount is the payment for the cost reporting period that will be

used in calculating the provider’s PCR.

Step 2 -- Determining Costs: Determine costs for cost centers and individual services
following A through C, then calculate total costs as described in D.

A. Multiply the cost-to-charge ratio (or other statistical ratio in the case of a
provider that was an all-inclusive rate provider during the base year) for a cost
center from Worksheet C, Part I, column 7, times the charges for that cost center
on Worksheet D Part V, columns 2, 3, 4 and 5 to determine outpatient costs for
the following lines (i.e., cost centers) and any subscripts of these lines:

1. Lines 37 — 49;

2. Lines 53 — 62;

3. Line 63, excluding any costs that are not attributable to OPPS services,
e.g., costs of Federally Qualified Health Centers (FQHCs), Rural Health
Clinics (RHCs), and

4. Line 68, excluding any costs not attributable to OPPS services.

NOTE: For providers apportioning costs to Medicare on other than a charge
basis, e.g., all inclusive rate providers: Multiply the unit cost for each department
calculated on Worksheet C, Part I, column 7 times the equivalent Medicare units



reported on Worksheet D, Part V, columns 2,3, 4, and 5 for the following lines
and any subscripts of these lines:

1. Lines 37 — 49;

2. Lines 53 — 62;

3. Line 63, excluding any costs that are not attributable to OPPS services,
e.g., costs of FQHCs, RHCs, and

4. Line 68, excluding any costs not attributable to OPPS services.

A. Determine the costs for all departments by adding the cost calculated for all
lines in step A.

B. Determine the costs of vaccines by taking the amount from Worksheet D Part
VI, line 3.

C. Calculate total costs by:
1. Adding the costs determined in B and C in Step 2, above; and
2. Subtracting the cost from Worksheet D, Part V, line 102, column 9
(CRNA costs).

The net amount is the cost for the cost reporting period that will be used in
calculating the provider’s PCR.

Step 3 -- Calculate the PCR: Calculate the provider’s PCR by dividing the total payments
calculated in Step 1. F. by the total costs calculated in Step 2. D.

Calculating a PCR for Cost Report Periods Ending On or After September 30, 1996
and Before January 1, 2001

Step 1 -- Determining Payments: Calculate payment amounts from the cost report for
each type of service as described in A through E, then determine total payments as
described in F:

A. Calculate Payment for Ambulatory Surgical Center Procedures. (Use
Worksheet E, Part C.) Payment is the lesser of:

1. Line 6;

2. Line 7; or

3.(0.58 x line 1 of Worksheet E, Part C) + (0.42 x lesser of line 6 or line 7
of Worksheet E, Part C).

B. Calculate Payment for Radiology Services Subject to the Blended Payment
Methodology. (Use Worksheet E, Part D.) Payment is the lesser of:

1. Line 6;



2. Line 7; or
3. (0.58 x line 2 of Worksheet E, Part D) + (0.42 x lesser of line 6 or line 7

of Worksheet E, Part D.)

C. Calculate Payment for Other Diagnostic Services Subject to the Blended
Payment Methodology. (Use Worksheet E, Part E.) Payment is the lesser of:

1. Line 6;

2. Line 7; or

3. (0.50 x line 2 of Worksheet E, Part E) + (0.50 x lesser of line 6 or line7
of Worksheet E, Part E.)

D. Calculate Payment for All Other Services. (Use Worksheet D, Part V, column
9.) Payment is the sum of the following lines and all subscripts of these lines:

1. Lines 37 through 49;
2. Lines 53 through 62;
3. Line 63, excluding any amounts that are not attributable to OPPS

services, e.g. costs of FQHCs, RHCs, and
4. Line 68, excluding any costs not attributable to OPPS services.

E. Calculate Payment for Vaccines.
Payment is the amount on Worksheet D, Part VI, line 3.

F. Calculate Total Payments by:

1. Adding amounts determined for Step 1, A through E, above
2. The net amount is the total payment for the cost reporting period that
will be used in calculating the provider’s PCR.

Step 2 -- Determining Costs: Determine costs for cost centers and individual services as
described in A through C, then calculate total costs as described in D.

A. Multiply the cost-to-charge ratio (or other statistical ratio in the case of a
provider that was an all-inclusive rate provider during the base year) for a cost
center from Worksheet C, Part I, column 9, times the charges for that cost center
on Worksheet D, Part V, columns 2, 3, 4 and 5 to determine outpatient costs for
the following lines (i.e., cost centers) and all subscripts of these lines:

1. Lines 37 — 49;
2. Lines 53 — 62;
3. Line 63, excluding any charges on line 63 which are not attributable to

OPPS services, e.g., FQHC services, RHC services), and
4. Line 68, excluding any charges that are not attributable to OPPS
services.



NOTE: For providers apportioning costs to Medicare on other than a charge
basis, e.g., all inclusive rate providers, multiply the unit cost for each department
calculated on Worksheet C, Part I, column 9, times the equivalent Medicare units
reported on Worksheet D, Part V, columns 2,3, 4 and 5 for the following lines and
all subscripts of these lines:

1. Lines 37 — 49;

2. Lines 53 — 62;

3. Line 63, excluding any costs that are not attributable to OPPS services,
e.g., costs of FQHCs, RHCs, and

4. Line 68, excluding any costs not attributable to OPPS services.

B. Determine the costs for all departments by adding the cost calculated for all
lines in step A.

C. Determine the costs of vaccines by taking the amount from Worksheet D, Part
VI, line 3.

D. Calculate total costs by:
1. Adding the costs determined in B and C in Step 2, above; and
2. Subtracting the cost from Worksheet D, Part V, line 102, column 9
(CRNA costs).

The net amount is the cost for the cost reporting period that will be used in
calculating the provider’s PCR.

Step 3 -- Calculate the PCR: Calculate the provider’s PCR by dividing the total payments
calculated in Step 1. F. by the total costs calculated in Step 2. D.

Note that any hospital that did not have a full cost reporting period ending before
December 31, 2001 will not have a PCR.

B. Policy: FIs must retroactively adjust costs reports from FY 2000 through FY 2004, as
necessary, to distribute additional transitional corridor payment.

(Source: Change Request 3661; Transmittal 485)

THIS BULLETIN SHOULD BE SHARED WITH ALL HEALTH CARE PRACTITIONERS AND
MANAGERIAL MEMBERS OF THE PROVIDER/SUPPLIER STAFF. ALL BULLETINS ISSUED
AFTER OCTOBER 1, 1999 ARE AVAILABLE AT NO COST FROM OUR WEB SITE AT
www.marylandmedicare.com .
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