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BILLING PRINCIPLES PER FINAL RULE

Billing guidelines for SNF PPS modify the existing
rules in the SNF manual (HCFA PUB. 12) Section
500 – 600 to meet requirements of the Balanced
Budget Act of 1997.  The Final Rule (FR) which was
published on August 28, 1999 clarified the coverage
and billing criteria for SNF PPS.

Payment and Billing Changes Per FR

• New PRICER effective 10/1/99
- federal rates modified
- wage indexes modified

• Recalculate Payment Sheets
-    ALL SNFs should recalculate payment

masters  for reimbursement for dates of
service 10/1/99 – 12/31/99

• Use current provider specific rate,
with new federal rates

• New fee schedule for therapy services 01/01/00

• BBRA (11/99) provided a Part B “add on” for
demo facilities

• New blend year begins with new cost report year
on or after 7/1/99

• New facility specific rate issued at the start of
each new cost report year during the PPS
transition

• No major changes in the billing instructions per
the FR,  but several clarifications were made for
the billing of demand bills, MSP, Leave of
Absence, HMO, and Hospice claims

Financial and billing
changes per final rule
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Claim Coding Requirements That Remain
Unchanged by the Final Rule

• HCFA 1450 claims are submitted to the FI on a
30 day schedule (monthly billing)

• Part A claims must be submitted in sequential
order per each admission date including no
pay discharge claims

• Maximum number of covered Part A SNF days
in a benefit period is 100

• Field assignments on HCFA 1450 have not been
modified in length

• HCPCS are not required on Part A claims for
ancillary services

• When a beneficiary is no longer covered by
Part A benefits in the SNF, Part B claims may be
submitted to FI for ancillary services per SNF
manual (HCFA PUB. 12) Section 260

PPS Required Billing Codes

• Revenue Code 0022 for each assessment
affecting the billing period

• HIPPS (health insurance prospective payment
rate)  code in field locator (FL) 44

• Assessment Reference Date (ARD) of the
MDS in FL 45

• Number of Covered Days (Units) in FL 46 for
each HIPPS code billed

• Accommodation information  (revenue code +
rate x days =charges)

  Traditional claim
coding requirements
unchanged by PPS

  SNF PPS coding
  requirements
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FACTORS WHICH EFFECT THE BILLING
OF SNF PPS CLAIMS

Relationship Between the Assessment
and the Claim

SNF PPS establishes a schedule of Medicare
assessments.  The schedule is followed throughout
a beneficiary’s stay and is interrupted only by
discharge, a change in level of care or the end of
technical eligibility.  The Medicare assessment chart
indicates the maximum number of days that can be
billed per each assessment.

Timing of the Assessments

An assessment schedule for each eligible Medicare
resident begins with each:

• On admission
• On readmission
• On day one of Medicare coverage  (following

an MSP period,  following a “cut” period  of less
than 30 days, following a physician’s hold period
due to medical predictability)

ASSESSMENT REFERENCE DATES (ARD)

• The ARD is the end of the observation period for
scoring clinical information on the MDS 2.0.  The
date is set by the clinical staff and entered on
line A3 of the MDS.

• The ARD must be accurately conveyed to the
billing staff in order to correctly complete a UB-
92 for the service period.

   When to begin a
   Medicare assessment
   schedule
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Reporting the Assessment Reference Date
(ARD) on the Claim

• Each assessment must have an ARD

• The ARD reported on the claim in FL 45 must
match the date on the MDS document
SECTION  A3

• If it does not match,  the FI may return
the claim to provider (on prepay demand
bills) or cancel payment (on a post pay
review).

• Failure to code this date correctly results in an
improperly billed claim and no Medicare
payment may be made.

• ARD is required on all HIPPS lines
except when billing the default code
(AAA00).

The Regular Assessment Schedule and Billable
Days for Resident with Full Benefits in an
Uninterrupted Stay

• Day 5 assessment provides a billing code for
      day 1 – 14
• Day 14 assessment provides a billing code for
      day 15 – 30
• Day 30 assessment provides a billing code for
      day 31 – 60
• Day 60 assessment provides a billing code for
      day 61 – 90
• Day 90 assessment provides a billing code for
      day 91 – 100

See Assessment Schedule Table

   ARD and the claim

 Regular Medicare
 assessment
 schedule



Billing

Empire Medicare Services Addendum to
Blue Cross Blue Shield Association SNF PPS Manual
Updated June 2000

5

PAYMENT SCHEDULE

Correct Coding of Claims Based on Payment
Schedule

• Bill for entire block of payment period unless:

- benefits exhaust
- patient discharges/dies/transfers
- there is a change in level of care to
- non-skilled
- there is a change in medical condition

requiring an OMRA or SCSA

• Split bills based on calendar month, not on
payment blocks

• Change HIPPS codes for each regular
assessment at the beginning of the payment
block , unless it is an OMRA or SCSA – these
HIPPS codes change with the ARD of that
special assessment

• Remember to “restart” the assessment
schedule for readmits and for beneficiaries who
return to skilled care following a “cut”

• use the proper modifier to reflect which
assessment is being billed

• When the schedule starts over,  the
benefit  period does not start anew unless
there has been a break in spell of illness

  Billing the payment
blocks
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MODIFIERS

Nineteen (19) valid modifiers define the type of
Medicare assessment completed  (see chart).
Modifiers must accurately reflect which assessment
is being used to bill the RUG group for Medicare
reimbursement.  The modifier will validate the type
of assessment and the length of time (days)
allowed for payment under SNF PPS for that
assessment.

Correct Claim Coding Using Modifiers

• Clinical staff must determine the modifier and
pass this information to the billing staff.

• Any incorrectly assigned modifier can result in
an incorrectly billed claim.

• Incorrectly billed claims will either be
RTP’d  (on prepay demand bill review) or
payment canceled (on postpay medical
review).

• Future edits will RTP claims with
incorrect modifiers.

• Modifiers (selected from allowed listing) must
match the reason for Medicare assessment  in
AA8b of MDS even though the modifier is not
chosen from that MDS section.

• Do not add AA8a + AA8b (from MDS)
together to get modifier code.

• Do take the reason for assessment in
AA8b and select the proper code for the
claim from the Medicare list of
approved modifiers.

   Modifiers – the right
information for the
claim
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5-DAY PRESUMPTION OF COVERAGE

Billing for “ Presumption of Coverage” at Day 5
Assessment

• FR establishes “presumption of coverage”
through the ARD of the 5-day assessment

• The clinical staff must make the coverage
decision by the 5-day ARD

• Clinical staff will determine if notice of non-
coverage if necessary

• Provide the billing department with the HIPPS
code and dates of service that may be billed to
Medicare

• If SNF resident is no longer receiving skilled
care by ARD of day 5 assessment,  Medicare
can only be billed from admit date through ARD

• Code claim with Occurrence Code 22 = to
the ARD

Example 1:  Patient admitted on 11/1/99

- ARD set for 11/6
- RUG code from assessment =

CC1
- Per clinical perspective,  resident is

no longer receiving skilled services
on ARD

- Bill 6 covered days  (11/1 – 11/6)
- Occurrence Code 22 = 11/6

Example 2:   Patient admitted on 11/1/99

- ARD set for 11/6
- RUG code from assessment =

CC1
- Per clinical perspective, resident is

receiving daily skilled services Bill
14 covered days (11/1 – 11/14)

 Billing under
presumption of
coverage on the 5-day
assessment
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DEMAND BILLS

Demand bills must be sent to the FI any time the
beneficiary requests the SNF to do so.  The
beneficiary makes this request by marking the box
on the notice of non-coverage that requires a claim
to be billed.  Demand bills must be submitted even
in cases of technical ineligibility.  The FI will handle
those cases differently because no medical review
is necessary when the patient is not technically
eligible for Part A reimbursement.

Claim Coding for Demand Bills

• There must be a valid HIPPS code on the
claim.

• For SNF residents that have Part A days
available to use, there must be a separate
HIPPS code on the claim for each block of
time that would have been represented by a
new Medicare required assessment.

• For a technically ineligible beneficiary
(no qualifying hospital stay, benefits
exhaust, etc.) you may use the default
code AAA00.

• The minimum requirement is to bill from the
from the first non-covered day to the end of the
billing period.

• Medical review will be pre-pay for beneficiaries
who have Part A days to use (see clinical
chapter for documentation requirements).

• Do not attach medical information to the paper
claim or enter clinical information on page 7 of
the electronic.

• Submit the claim with non-covered days, non-
covered charges, and HIPPS code line units = 0.

  Coding for demand
  bills

  Use default code ONLY
  when NO MDS was
  completed
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Demand Bills Following MR Review to Uphold
SNF Decision of Non-coverage

• Beneficiary Liability Assigned

• Beneficiary must make payment for
continued stay even if appeal is filed

• Subsequent requests for demand bills
must be sent and SNF should notify FI if
the patient is now technically ineligible
due to 30 days of non-coverage (use
remarks screen)

• If non-coverage on previous demand bill
is less than 30 days, the subsequent
demand bill must be reviewed according
to normal procedure for technically
qualified resident

• Provider Liability Assigned

• Decision may be appealed

• Provider may not bill the resident for
dates of provider liability

Demand Bills Following MR Review to Overturn
and Pay SNF for Covered Care on a Demand Bill

• Submit subsequent claims non-covered
following all the billing requirements (HIPPS
Codes, ARD, etc.).

• For technically eligible residents (with benefit
days available), SNF may not bill the resident
until the medical review decision is made.

  What next?
Billing when FI upholds
SNF decision of
non-coverage

  What next?
Billing when FI
overturns SNF decision
of non-coverage and
pays the claim
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LATE OR MISSED ASSESSMENTS

SNF PPS allows for a window of time in which the
assessment  is started and completed.  The
regulation includes the possibility of adding extra
days (late days) for the completion of each MDS2.0
without a penalty.

• Billing the default code signifies that the SNF
considers the resident to be at a skilled level of
care, but no assessment was completed to
classify him/her into a RUG III group

Billing Claims For Late Assessments

• Default code must be used in all cases when
the ARD of the required assessment was not set
timely

• Default code is applied for all days until the ARD
is set for the late assessment

• HIPPS code from late assessment becomes
effective with ARD

• HIPPS code is valid until the next regularly
scheduled assessment

• Late assessments never replace the next
regularly scheduled assessment

Example
- Patient admitted 12/1/99
- ARD for 14 day should be set between

12/11 – 12/19
- ARD set on 12/23
- bill default (AAA00) 12/15 – 12/22
- bill HIPPS code from late assessment  for

days 12/23 – 12/30
- modifer is 07 (modifier is always for the

assessment which is currently due)

30-day assessment is due on schedule

  Late days allowed
  for completing the
  assessments

• Use of default HIPPS
code
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SPECIALITY CLAIMS BILLING

Residents Who Are Not Effected by SNF PPS
Schedule

PPS regulations do not apply to all Medicare
beneficiaries in a SNF.  When it is determined that
the beneficiary‘s care is reimbursed under a
different payment source, the PPS assessment
schedule need not be followed.

Medicare Beneficiaries Enrolled In HMOs

A Medicare beneficiary in a Risk HMO (Option C)
will be covered (or not) based on the policies of the
insurer; however the HMO insurance may never
offer the beneficiary anything less than what is
provided to the fee-for-service beneficiary

• Bill the HMO according to contract terms
• Assessment schedule does not need to  be

followed for Medicare billing purposes
• HCFA 1450 must be submitted to the FI for

benefit management (the default code AAA00
may be used)

• Residents receiving HMO denials must file an
appeal with the HMO.  Do not send a demand
bill to the FI.

A Medicare beneficiary in a Cost HMO (Option 1)
has a choice of where to receive services.  All
claims for Cost HMO beneficiaries in a Medicare
certified SNF are sent to the FI for processing

• Follow the SNF PPS assessment schedule
 
• Submit a HCFA 1450 to the FI using the HIPPS

rate code for each required Medicare
assessment

  SNF PPS affect on
  HMO beneficiaries

• Risk  HMOs
 
• Cost  HMOs
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Medicare Beneficiaries Who Are In Hospice

Medicare beneficiaries enrolled in the hospice
program who are admitted to the SNF for their
terminal illness are not covered by inpatient
Part A SNF benefit.

• Do not follow the PPS assessment schedule

• No discharge claim is necessary

• Be alert for beneficiaries who opt out of the
hospice program and revert to traditional
Medicare coverage

Medicare beneficiaries enrolled in hospice who are
admitted to a SNF for a condition unrelated to their
terminal illness are governed by PPS regulations.

• Follow the PPS assessment schedule

• Bill covered  claims with valid HIPPS codes

• Condition Code 07 must be present on
the claim

  SNF PPS affect on
  hospice beneficiaries

• Hospice beneficiaries
admitted to SNF for
their terminal Illness

 
• Hospice beneficiaries
     admitted to SNF for
      a non-hospice
      related illness
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Beneficiaries With Other Insurance Coverage

Medicare regulations require SNFs to follow
admission practices which include a survey for
coverage by another insurer.  If another insurance
company is responsible for the payment of the SNF
stay, the SNF will bill that insurer according to the
rules of the insurance company.  Medicare
Secondary Payer (MSP) rules will effect the use of
the SNF PPS assessment schedule and use of
RUG III codes.

8 Categories of MSP Coverage

• Working Aged
• ESRD
• Auto/No Fault
• Liability
• Workers Compensation
• Disability
• Federal Black Lung
• VA Benefits

When Assessments Are Done

• When a specific time period is guaranteed by
another insurer (usually by an employer group
health plan) , the assessment schedule begins
when the primary insurer’s coverage ends.

• When the other insurer is indefinite in the
amount of days to be paid,  we recommend that
you follow the assessment schedule from day of
admission.

   Affect of other
   insurance on SNF PPS
   assessment schedule

• MSP categories
 
• Beginning an

assessment schedule
when other insurance
ends or denies

• Submission of MSP
claims
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Billing Claims During a MSP Period

• All Part A MSP claims must be submitted to the
FI to satisfy the sequential claims processing
requirements prior to billing Medicare days

• Bill claims with covered days and charges

• Use condition code 77 if payment is
accepted as ‘payment in full’

• SNF PPS coding must be present on the
claim including HIPPS codes and ARD

• Default code AAA00 may be used if no
Medicare Secondary payment is sought

• All applicable MSP billing requirements
must be met

Billing Claims After Other Insurance Ends

• Part A Medicare primary claims follow the MSP
period if the beneficiary continues to meet skilled
level of care criteria

• Begin the MDS schedule on first day that
Medicare becomes primary

• First day of Medicare coverage is day
one of the Medicare schedule

• First assessment would use 01 modifier
for Medicare billing  (5-day assessment)

• Use the modifier 01 (5 day) regardless of
where the patient was in the schedule,
and bill for all of the days until the next
assessment is scheduled

• If primary insurance file is still “open,” code your
claim with occurrence code 24 date other
insurance company denied payment

Leave of Absence (LOA) Rules

  Coding for MSP claims

   When to begin a
   Medicare assessment
   schedule
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Leave of absence criteria has not changed for SNF
PPS.  Any time a resident does not meet midnight
census taking, he is considered to be on a leave of
absence.  There are two types of LOA situations.

• Medical LOA – resident is in emergency room of
hospital but has not been admitted as an
inpatient

• Absences exceeding 24 hours constitutes a
“discharge”  for the purposes of consolidated
billing

• Therapeutic (Social) LOA – resident has gone
home with family

Coding Requirements for Leave of Absence

• Occurrence Span Code 74 and dates
• Revenue code 018X in FL 42
• Number of days on LOA in FL 46
• 0 (zero) charges in  FL 47

Effect of LOA on Benefit DaysaAnd Assessment
Schedule

• Medicare Part A benefit days are not taken

• Do not code non-covered charges on LOA days

• LOA days do not interrupt the assessment
schedule  and are not counted on the MDS
when scoring the patient’s next assessment

Outside services rendered to the SNF patient on
a LOA day are not bundled to the SNF, but may
be billed directly to Medicare by the entity
performing the service.

NEW SPELL OF ILLNESS

There is no limit to the number of benefit periods

    Leave of absence
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a beneficiary may have as long as he/she meets
the criteria for ending a current spell of illness.

Criteria For Breaking The Current Spell of Illness

• 60 consecutive days facility free
 or

• 60 consecutive days in a SNF at a non-skilled
      level of care

Coding For Continuing Stay Residents

• Prior to benefits exhaust,  occurrence code 22 is
coded on the claim as the last medically skilled
day

• This is a covered day on the claim

• This is the same day as the date of the  notice of
non-coverage

• Days following occurrence code 22 are
non-covered  and should be submitted on
a separate claim if the resident asks for a
demand bill

• Benefits exhaust code (A3) does not impact
benefit periods – it does not break spells

- Occurrence code 22 and A3 should not
appear on the same claim

      Spell of illness

• Criteria for breaking
current spell of
illness

 
• Use of occ. code 22
 
• Use of occ. code A3

• Discharge bills
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Effect of Discharge Bills on Benefit Periods

Medicare regulations outlined in Section 517 of the
HCFA PUB 12 describe the requirement for all
SNFS to track the days beneficiaries live in a SNF.

• SNFs must submit a discharge bill for all
residents who are enrolled in Part A (unless that
resident is being covered by the Hospice)

• Discharge claims should be submitted at the
time of transfer, death,  discharge to home or
another facility

• Claims should close a sequence  (TOB 214) or
may be submitted as a TOB 210

• A single discharge claim is all that is required
(unless you are crossing the start date of PPS)
from the first day of non-coverage until the date
of discharge

• Apply occurrence code 22 and date to the
discharge claim if a change to non-
skilled level of care has occurred since
the last covered day

• Do not apply occurrence code 22 to the
discharge claim if the beneficiary has
remained skilled

• Facilities may also bill a single claim through
change of level of care or a move to a non-
certified bed

• Claims billed in this manner must have
occurrence code 22 and date = to the
‘through date’ of the claim

Failure to submit discharge bills creates an
artificial gap in service on CWF and establishes
a new benefit periods inappropriately.

 Intentional failure to submit  discharge bills for
the purpose of creating a new benefit period is
FRAUD.

   Discharge bills
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CODING

Billing Requirements for HCPCS/Rate  (FL 44)

• When billing for accommodations, code your
customary charge in the FL 44.

 
• When billing revenue code 0022, code the

HIPPS rate code in FL 44.

• Part A claims do not require HCPCS codes for
ancillary services.

Billing Requirements For Service Date (FL 45)

• Required field on revenue code 0022 line for
reporting ARD

• No other revenue line requires a service date on
a Part A claim

Billing Requirements for Units (FL 46)

• When billing accommodations, units are days.  
 

• When billing HIPPS codes, units represent days
covered by a specific assessment.

 
• When billing therapy ancillary services, units

represent number of times therapy
procedures were performed.

• When there is no specific time frame to be
reported, the number 1 must be coded in the
units field.

Billing Requirements for Charges (FL 47)

• Required  on all revenue code lines except 0022
(PPS code) and  0180 (LOA)

   SNF PPS field
   requirements

• HCPCS
 
• Service date
 
• Units
 
• Total charges
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THERAPY EDITS

Edits For Therapy Ancillary Charges

SNF PPS requires the billing of ancillary charges for
residents who score in a RUG III Rehab Group.

System edits have been developed to insure that
the Rehabilitation RUG III groups are not billed
unless therapy ancillaries appear on the claim.

• Residents in the highest Rehabilitation groups
(RUA, RUB and RUC) require ancillary revenue
codes for two therapy disciplines

• Residents in the lower Rehabilitation groups
(RLA–RVC) require ancillary revenue codes for
one therapy discipline

• Claims that fail system edits will be returned to
provider for corrected submission

Therapy Processing Problems

Medicare does not require an OMRA be done
unless all therapy has ended.   When a resident in
an ultra-high therapy RUG III Group decreases
therapy, there is no mechanism to obtain a new
HIPPS code for continued billing.   SNFs are
permitted to code the existing HIPPS code from the
last assessment until the next assessment is due.

Continued billing of an ulta-high rehabilitation
HIPPS code without two therapy ancillaries to
support the group will fail system edits.

Work-a-round for Therapy Edit Problem

- Enter a single line of  coding to represent
the therapy which has been discontinued

- 429  for discontinued PT
- 439  for discontinued OT
- 449  for discontinued ST

- Enter a unit of 1
- Enter charges of .01

   Therapy Ancillary
            Edits

• Required if billing any
of the RUG III
REHABILITATION       
groups

• Ultra High REHAB
groups require 2
therapy ancillary
revenue codes on
claim

 
• All other REHAB

groups require 1
therapy ancillary on
claim

 EDIT PROBLEM

 Therapy work-a-round
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REIMBURSEMENT UNDER SNF PPS

Medicare Part A claims will be run through a
PRICER software program provided to the FI by
HCFA.  The software contains the reimbursement
amounts (rates) for each RUG III group.  In
combination with the rate information from each
individual provider file, the FI computer will be able
to calculate payment for each claim regardless of
the number of different RUG III codes present.

Changes to Reimbursement Rates Under SNF
PPS

• Provider Specific rates are assigned at the
beginning of each new cost reporting period

• Federal Rates change on 10/1 of each year and
affect all SNFs  who receive blended payment

• Blend ratios during the three year transition to
PPS change at the beginning of each SNF’s
individual cost report year

• Final Settlement may result in a change to
provider specific rate or the Part B rate

- Audit and Reimbursement department
sends a new rate sheet each time a
facility has a change in payment

   Changes in
   reimbursement rates
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Reimbursement Data on Part A Claim   

The RUG III reimbursement rate will overlay the
zero charge in FL 47 for each line of data submitted
with a revenue code 0022 and a HIPPS rate code

• The total charges field will not be altered on any
other line of data and total charges will go to the
PS&R report as submitted by provider.

• Each RUG III group on the claim will be
calculated separately, then totaled to determine
reimbursement.

• Beneficiary co-insurance responsibility is
calculated and subtracted from total
reimbursement to establish the payment
amount.

Withholding Issues

The Medicare FI may create a withholding (of
payment) for SNFs  in the following circumstances:

• Failure to file cost report by required deadline

- 100% withholding remains in place until
cost report is submitted and accepted

• Overpayment on final settlement

- 100% unless payment arrangements are
made on amount of overpayment or if
payment arrangements are not met

• Credit Balance

• Adjustments

- Withholding resulting from claims
processing occurs when an adjustment
cancel original claim pending the
reprocessing of the corrected claim

- When the adjusted claim is finalized, the
correct payment is restored

     Reimbursement

• Separate calculation
for each HIPPS code
entered on a claim

 
• Beneficiary co-

insurance remains as
is currently
calculated

 
• Payment = total of

each HIPPS payment
minus beneficiary
co-insurance
responsibility

 
• Payment for ancillary

services on claim is
factored into HIPPS
reimbursement

 

   Withholding
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THE ADJUSTMENT PROCESS UNDER PPS

The claim adjustment process has not been
changed for SNF PPS.  Follow your normal
procedures to adjust any claim in which data
elements need to be corrected.

Provider Adjustments

• Adjustment claims are submitted with type of
      bill 217

• Condition code ( D0 – E0) in FL 24 must be
coded to provide reason for adjustment

• Remarks are required in when using D8 and D9
as reasons for adjustments

• Provide cross reference DCN of original claim

• All adjustments to the MDS document must
follow the MDS instruction manual

 
 
 Intermediary Adjustments
 
• Alerts from Common Working File (CWF)

regarding a change in benefit days may result in
a full or partial adjustment

• PRO review may result in their request for our
office to do adjustments

• Adjustments to facilitate Appeal decisions

• Adjustments to RUG category following Medical
Review decision

• Mass adjustments following a policy or
reimbursement change

   Adjustments
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