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provisions of special or limited
treatment.

(3) The substance use disorder facility
shall assure that all certifications and
information provided to the Director,
OCHAMPUS incident to the process of
obtaining and retaining authorized
provider status is accurate and that it
has no material errors or omissions. In
the case of any misrepresentations,
whether by inaccurate information
being provided or material facts
withheld, authorized provider status
will be denied or terminated, and the
facility will be ineligible for
consideration for authorized provider
status for a two year period.
* * * * *

4. Section 199.14 is amended by
designating the current text of paragraph
(a)(2)(ii)(A) as paragraph (a)(2)(ii)(A)(1),
revising paragraphs (a)(2)(ii)(B) and
(a)(2)(iv)(C), the heading of paragraph
(a)(2)(ix), paragraphs (a)(2)(ix)(A),
(a)(2)(ix)(C), (f)(3), and (f)(5), and by
adding new paragraphs (a)(1)(ii)(F),
(a)(2)(ii)(A)(2), and (f)(6) as follows:

§ 199.14 Provider reimbursement
methods.

(a) Hospitals. * * *
(1) CHAMPUS Diagnosis Related

Group (DRG)-based payment system.
* * *

(ii) Applicability of the DRG system.
* * *

(F) Substance Use Disorder
Rehabilitation facilities.

With admissions on or after July 1,
1995, substance use disorder
rehabilitation facilities, authorized
under § 199.6(b)(4)(xiv), are subject to
the DRG-based payment system.
* * * * *

(2) CHAMPUS mental health per diem
payment system.
* * * * *

(ii) Hospital-specific per diems for
higher volume hospitals and units.
* * *

(A) Per diem amount. * * *
(2) In states that have implemented a

payment system in connection with
which hospitals in that state have been
exempted from the CHAMPUS DRG-
based payment system pursuant to
paragraph (a)(1)(ii)(A) of this section,
psychiatric hospitals and units may
have per diem amounts established
based on the payment system applicable
to such hospitals and units in the state.
The per diem amount, however, may
not exceed the cap amount applicable to
other higher volume hospitals.

(B) Cap.
(1) As it affects payment for care

provided to patients prior to April 6,
1995, the base period per diem amount

may not exceed the 80th percentile of
the average daily charge weighted for all
discharges throughout the United States
from all higher volume hospitals.

(2) Applicable to payments for care
provided to patients on or after April 6,
1996, the base period per diem amount
may not exceed the 70th percentile of
the average daily charge weighted for all
discharges throughout the United States
from all higher volume hospitals. For
this purpose, base year charges shall be
deemed to be charges during the period
of July 1, 1991 to June 30, 1992,
adjusted to correspond to base year (FY
1988) 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.
* * * * *

(iv) Base period and update factors.
* * * * *

(C) Update factors.
(1) The hospital-specific per diems

and the regional per diems calculated
for the base period pursuant to
paragraphs (a)(2)(ii) of this section shall
remain in effect for federal fiscal year
1989; there will be no additional update
for fiscal year 1989.

(2) Except as provided in paragraph
(a)(2)(iv)(C)(3) of this section, for
subsequent federal fiscal years, each per
diem shall be updated by the Medicare
update factor for hospitals and units
exempt from the Medicare prospective
payment system.

(3) As an exception to the update
required by paragraph (a)(2)(iv)(C)(2) of
this section, all per diems in effect at the
end of fiscal year 1995 shall remain in
effect, with no additional update,
throughout fiscal years 1996 and 1997.
For fiscal year 1998 and thereafter, the
per diems in effect at the end of fiscal
year 1997 will be updated in accordance
with paragraph (a)(2)(iv)(C)(2).

(4) Hospitals and units with hospital-
specific rates will be notified of their
respective rates prior to the beginning of
each Federal fiscal year. New hospitals
shall be notified at such time as the
hospital rate is determined. The actual
amounts 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.
* * * * *

(ix) Per diem payment for psychiatric
and substance use disorder
rehabilitation partial hospitalization
services.

(A) In general. Psychiatric and
substance use disorder rehabilitation
partial hospitalization services
authorized by § 199.4 (b)(10) and (e)(4)

and provided by institutional providers
authorized under § 199.6 (b)(4)(xii) and
(b)(4)(xiv), are reimbursed on the basis
of prospectively determined, all-
inclusive per diem rates. The per diem
payment amount must be accepted as
payment in full for all institutional
services provided, including board,
routine nursing services, ancillary
services (includes art, music, dance,
occupational and other such therapies),
psychological testing and assessments,
overhead and any other services for
which the customary practice among
similar providers is included as part of
the institutional charges.
* * * * *

(C) Per diem rate. For any full day
partial hospitalization program
(minimum of 6 hours), the maximum
per diem payment amount is 40 percent
of the average inpatient per diem
amount per case established under the
CHAMPUS mental health per diem
reimbursement system for both high and
low volume psychiatric hospitals and
units (as defined in § 199.14(a)(2)) for
the fiscal year. A partial hospitalization
program of less than 6 hours (with a
minimum of three hours) will be paid a
per diem rate of 75 percent of the rate
for a full-day program.
* * * * *

(f) Reimbursement of Residential
Treatment Centers.
* * * * *

(3) For care on or after April 6, 1995,
the per diem amount 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 remain unchanged. For
Federal fiscal years after fiscal year
1997, the cap shall be adjusted by the
Medicare update factor for hospitals and
units exempt from the Medicare
prospective payment system.
* * * * *

(5) Subject to the applicable RTC cap,
adjustments to the RTC rates may be
made annually.

(i) For Federal fiscal years through
1995, the adjustment shall be based on
the Consumer Price Index-Urban (CPI–
U) for medical care as determined
applicable by the Director, OCHAMPUS.

(ii) For purposes of rates for Federal
fiscal years 1996 and 1997:

(A) for any RTC whose 1995 rate was
at or above the thirtieth percentile of all
established Federal fiscal year 1995 RTC
rates normally, weighted by total
CHAMPUS days provided at each rate
during the first half of Federal fiscal


