HR 1, Medicare Prescription Drug and Modernization Act-Flex & CAH Provisions
As you may have heard Congress recently passed the Medicare Prescription Drug Bill. This bill includes a number of Flex and CAH-related provisions.  The following is a listing of those provisions. It is not intended to be an official read, only an initial overview.  You will find the complete text of all the rural provisions in the 2nd attachment to this email.  Flex/CAH provisions start on page 329.  If you have questions please give us a call.
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      CAH/Flex Provisions 
 Sec. 405 – Improvements to the Critical Access Hospital Program

1. Effective on or after Jan.1, 2004 – Medicare Reimbursement will equal  101 percent of reasonable costs. (Sec 405, (a) (1)
2. Effective January 1, 2005, certain costs associated with on call emergency services providers will be reimbursable for physicians, physician assistants, nurse practitioners and clinical nurse specialists.  (Previous language specified “emergency room physicians”).  (Sec 405, (b) (1 & 2) 
3. Authorizes Periodic Interim Payments (PIP) on or after July 1, 2004. (Sec 405, (c)
4. Critical Access Hospitals no longer must have each physician or practitioner assign billing in order to select Option 2 as of July 1, 2004.  Hospitals that previously selected option 2 billing go back to on or after July 1, 2001. (Sec 405, (d)
5. Increases acute care bed limit from 15 to 25, effective Jan.1, 2004. Maximum number of beds remains at 25 (including swing).  (Sec 405, (e) 
6. Additional 4-year period of funding.  $35 million appropriation authorization in each of fiscal years 2005 to 2008. (Sec 405, (f) (1)
7. Requires “Consultation with the State Hospital Association and Rural Hospitals on the most appropriate ways to use grants.” (Sec 405, (f) (4) (A)
8. “Limitation on use of grant funds for administrative expenses – A state may not expend more than the lesser of – 15 percent of the amount of the grant for administrative expenses or the State’s federally negotiated indirect rate for administering the grant.” (Sec 405, (f) (4) (B)
9. “Of the total amount appropriated for grants under paragraphs 1 and 2 for a fiscal year (beginning with fiscal year 2005), up to 5 percent of such amount shall be available to the Health Resources and Services Administration for purposes of administering such grants.” (Sec 405, (f) (5)
10. CAHs are granted the authority to have psychiatric and rehabilitation Distinct Part Units (DPUs) effective 10/1/2004. DPUs may not exceed 10 beds and are reimbursed under PPS. DPU beds do not count towards the CAH bed limit.  (Sec 405) (g) (1 & 2)
11. Eliminates State authority to designate necessary provider after Jan.1, 2006. CAH’s designated as “necessary providers” prior to that date will not lose their designation.  (Sec 405, (h) (1-3)
