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How Payment Is Calculated

Overview
Although providers do not need the information in this chapter in order to submit
claims to Montana Medicaid, the information allows providers to understand how
payment is calculated and to predict approximate payment for particular claims.

Usual and Customary Charge (ARM 37.85.406 and 
ARM 37.86.1806)
Providers should bill Medicaid their usual and customary charge for each service;
that is, the same charge that is made to other payers for that service. The amount of
the provider’s usual and customary charge may not exceed the reasonable charge
usually and customarily charged by the provider to all payers. For DMEPOS pro-
viders, a charge is considered reasonable if it is less than or equal to the manufac-
turer’s suggested list price. 

For items without a manufacture’s suggested list price, the charge is considered
reasonable if the provider’s acquisition cost from the manufacturer is at least 50%
of the charge amount. For items that are custom fabricated at the place of service,
the amount charged will be considered reasonable if it does not exceed the average
charge of all Medicaid providers by more than 20%. 

Payment for DMEPOS Items/Services (ARM 37.86.1807)
Payment for DMEPOS is equal to the lowest of either the provider’s usual and cus-
tomary charge for the item or the Medicaid fee schedule amount in effect for the
date of service. 

Medicaid payment is equal to 100% of Medicare Region D fee schedule for cur-
rent procedure codes where a Medicare fee is available, less applicable cost shar-
ing, incurment and/or other applicable fees. Generic or miscellaneous  procedure
codes are excluded from the Medicare fee schedule. Payment for such excluded
procedure codes is 75% of the provider’s submitted charge. For all other procedure
codes where no Medicare fee is available, payment is 75% of the submitted charge.

Rental Items 
If the purchase of a rental item is cost effective in relation to the patient’s need
of the item, the purchase may be negotiated. The purchase price would be the
amount indicated on the applicable fee schedule, less previous payments made
to the provider of the item.
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Total Medicaid rental reimbursement for items listed in Medicare’s capped
rental program or classified by Medicare as routine and inexpensive rental is
limited to the purchase price for that item. Monthly rental fees are limited to
10% of the purchase for the item, limited to 13 monthly payments. Interrup-
tions in the rental period of less than 60 days do not result in the start of a new
13-month period or new purchase price limit, but periods during which service
is interrupted will not count toward the 13-month limit.

How Cost Sharing Is Calculated on Medicaid Claims
Member cost sharing for services provided by DMEPOS providers is $4.00 per
visit. The member’s cost sharing amount is shown on the remittance advice and
deducted from the Medicaid allowed amount. (See the Remittance Advices and
Adjustments chapter in the General Information for Providers manual.) 

How Payment Is Calculated on TPL Claims
When a member has coverage from both Medicaid and another insurance com-
pany, the other insurance company is often referred to as third party liability or
TPL.  In these cases, the other insurance is the primary payer (as described in the
Member Eligibility and Responsibilities chapter of the General Information for
Providers manual), and Medicaid makes a payment as the secondary payer.  

How Payment is Calculated on Medicare Crossover 
Claims
When a member has coverage from both Medicaid and Medicare, Medicare is the
primary payer as described in the Member Eligibility and Responsibilities chapter
of the General Information for Providers manual. Medicaid then makes a payment
as the secondary payer. For the provider types covered in this manual, Medicaid’s
payment is calculated so that the total payment to the provider is either the Medic-
aid allowed amount less the Medicare paid amount or the sum of the Medicare
coinsurance and deductible, whichever is lower. This method is sometimes called
“lower of” pricing. 
5.2 How Payment Is Calculated
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