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SUBJECT: July 2008 Update of the Hospital Outpatient Prospective Payment System (OPPS)

I. SUMMARY OF CHANGES: This transmittal updates the language found in the Medicare Benefit
Policy Manual, Pub. 100-02, Chapter 6, 20.5.1.

New / Revised Material
Effective Date: July 1, 2008
Implementation Date: July 7, 2008

Disclaimer for manual changes only: The revision date and transmittal number apply only to red italicized
material. Any other material was previously published and remains unchanged. However, if this revision
contains a table of contents, you will receive the new/revised information only, and not the entire table of
contents.

I1. CHANGES IN MANUAL INSTRUCTIONS: (N/A if manual is not updated)
R=REVISED, N=NEW, D=DELETED-Only One Per Row.

R/N/D Chapter / Section / Subsection / Title

R 6/20/20.5.1/Coverage of Outpatient Therapeutic Services Incident
to a Physician’s Service Furnished on or After August 1, 2000

I11. FUNDING:

SECTION A: For Fiscal Intermediaries and Carriers:

No additional funding will be provided by CMS; Contractor activities are to be carried out within their
operating budgets.

SECTION B: For Medicare Administrative Contractors (MACs):

The Medicare Administrative Contractor is hereby advised that this constitutes technical direction as defined
in your contract. CMS does not construe this as a change to the MAC Statement of Work. The contractor is
not obligated to incur costs in excess of the amounts allotted in your contract unless and until specifically
authorized by the Contracting Officer. If the contractor considers anything provided, as described above, to
be outside the current scope of work, the contractor shall withhold performance on the part(s) in question
and immediately notify the Contracting Officer, in writing or by e-mail, and request formal directions
regarding continued performance requirements.

IV. ATTACHMENTS:
Manual Instruction

Recurring Update Notification

*Unless otherwise specified, the effective date is the date of service.



20.5.1- Coverage of Outpatient Therapeutic Services Incident to a
Physician’s Service Furnished on or After August 1, 2000

(Rev. 90, Issued: 06-19-08; Effective: 07-01-08; Implementation: 07-07-08)

Therapeutic services and supplies which hospitals provide on an outpatient basis are
those services and supplies (including the use of hospital facilities) which are incident to
the services of physicians in the treatment of patients. Such services include clinic
services and emergency room services. Policies for hospital services incident to
physicians’ services rendered to outpatients differ in some respects from policies that
pertain to “incident to” services furnished in office and physician-directed clinic settings.
See the Medicare Policy Manual, Pub 100-02, Chapter 15,“Covered Medical and Other
Health Services”, 860.

To be covered as incident to physicians’ services, the services and supplies must be
furnished by the hospital or CAH or under arrangement made by the hospital or CAH
(see section 20.1.1 of this chapter). The services and supplies must be furnished as an
integral, although incidental, part of the physician’s professional service in the course of
treatment of an illness or injury.

The services and supplies must be furnished in the hospital or at a department of the
hospital which has provider-based status in relation to the hospital under 42 CFR 413.65
of the Code of Federal Regulations. The services and supplies must be furnished on a
physician’s order by hospital personnel and under a physician’s supervision. This does
not mean that each occasion of service by a nonphysician need also be the occasion of the
actual rendition of a personal professional service by the physician responsible for care of
the patient. However, during any course of treatment rendered by auxiliary personnel, the
physician must personally see the patient periodically and sufficiently often to assess the
course of treatment and the patient’s progress and, where necessary, to change the
treatment regimen. A hospital service or supply would not be considered incident to a
physician’s service if the attending physician merely wrote an order for the services or
supplies and referred the patient to the hospital without being involved in the
management of that course of treatment.

The physician supervision requirement is generally assumed to be met where the services
are performed on hospital premises. The hospital medical staff that supervises the
services need not be in the same department as the ordering physician. However, if the
services are furnished at a department of the hospital which has provider-based status in
relation to the hospital under 42 CFR 413.65 of the Code of Federal Regulations, the
services must be rendered under the direct supervision of a physician. “Direct
supervision” means the physician must be present and on the premises of the location and
immediately available to furnish assistance and direction throughout the performance of
the procedure. It does not mean that the physician must be present in the room when the
procedure is performed.



If a hospital therapist, other than a physical, occupational or speech -language pathologist,
goes to a patient’s home to give treatment unaccompanied by a physician, the therapist’s
services would not be covered. See the Medicare Benefit Policy Manual, Pub. 100-02,
Chapter 15, "Covered Medical and Other Health Services," 88220 and 230 for outpatient
physical therapy and speech-language pathology coverage conditions.



