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2. a. 2. Outpatient Hospital Services (Continued) 
 

iii. Special Payment Provisions 
 

A. Clinical Diagnostic Laboratory Services 

Clinical diagnostic laboratory services performed for outpatients and nonhospital patients are 
reimbursed at the lesser of the submitted charges or the Medicare maximum allowable rate for 
the date of service. 

 
B. Outpatient Hospital Services Paid at Cost 

If the participating hospital is an in-state hospital, the Cost to Charge Ratio is applied to 
determine the payment, which is derived from the hospital’s most recent filed Medicare Cost 
Report.  If the participating hospital is an out-of-state hospital, the Cost to Charge Ratio is 
applied to determine the payment, which is the average in-state hospital Cost to Charge Ratio.  
The Cost to Charge Ratio is the total hospital cost to charge ratio, which includes inpatient and 
outpatient. The Cost to Charge Ratio is applied only to detailed lines on a claim in which: (1) the 
service is a covered service by DVHA and (2) it is not a packaged service in Medicare’s OPPS 
and (3) it does not have a rate on the Medicare OPPS, the Medicare Lab Fee Schedule, or 
DVHA’s professional fee schedule.  

 
C. Covered Outpatient Services Not Paid Under the Medicare OPPS Payment Methodology 

In addition to clinical diagnostic laboratory services, other services that DVHA covers in an 
outpatient hospital setting do not have a set fee under the Medicare OPPS Fee Schedule.  These 
include, but are not limited to, physical, occupational, and speech therapy; routine dialysis 
services; screening and diagnostic mammography services; vaccines; non-implantable prosthetic 
and orthotic devices; some rehabilitative therapies; and non-implantable durable medical 
equipment.  The full list of covered outpatient services paid outside of DVHA’s OPPS payment 
methodology can be found at http://dvha.vermont.gov/for-providers/claims-processing-1. These 
services will be paid either on a prospective fee schedule or using a Cost to Charge Ratio 
methodology not to exceed cost as defined by the Medicare Cost Report.  For items paid by fee 
schedule, the fee applied will be defined by the DVHA but fees for specific services will not 
exceed the fee established by Medicare. 

 
D. Observation Services 

The DVHA will follow the Medicare OPPS payment methodology for observation services when 
it is accompanied by a primary procedure.  Additionally, if a provider bills for observation in the 
absence of a primary procedure, the DVHA will pay for units of observation service (1 hr = 1 
unit) at a rate of $35.00/hour up to a maximum of 24 units ($840.00).  
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