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News Flash – The publication titled “Evaluation and Management Services Guide” (revised 
December 2010), is now available in print format from the Medicare Learning Network®. This 
guide is designed to provide education on medical record documentation and evaluation and 
management billing and coding considerations. The “1995 Documentation Guidelines for 
Evaluation and Management Services” and the “1997 Documentation Guidelines for Evaluation 
and Management Services” are included in this publication. To place your order, visit 
http://www.cms.gov/MLNGenInfo on the Centers for Medicare & Medicaid Services (CMS) 
website, scroll down to “Related Links Inside CMS,” and select “MLN Product Ordering Page.” 

 

MLN Matters® Number: MM7397 Revised Related Change Request (CR) #: 7397 

Related CR Release Date: April 4, 2012 Effective Date: January 1, 2013 

Related CR Transmittal #: R2437CP Implementation Date: January 1, 2013 

 

Pharmacy Billing for Drugs Provided "Incident To" a Physician Service  

Note: This article was revised on April 10, 2012, to reflect the revised CR7397 issued on April 4. In this article, 
the CR release date, transmittal number, and the Web address for accessing CR7397 were revised. All other 
information remains the same. 

Provider Types Affected 

Pharmacies that submit claims for drugs to Medicare contractors (Fiscal 
Intermediaries (FIs), Carriers, Regional Home Health Intermediaries (RHHIs), A/B 
Medicare Administrative Contractors (A/B MACs), and Durable Medical Equipment 
MACs) are affected. 

What You Should Know 

This article is based on Change Request (CR) 7397, which clarifies policy with 
respect to restrictions on pharmacy billing for drugs provided “incident to” a physician 
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service. The CR also clarifies policy for the local determination of payment limits for 
drugs that are not nationally determined.  
This article notes that CR 7397 rescinds and fully replaces CR 7109. Please be sure 
your staffs are aware of this update. 

Background 

Pharmacies billing drugs 
Pharmacies may bill Medicare Part B for certain classes of drugs, including 
immunosuppressive drugs, oral anti-emetic drugs, oral anti-cancer drugs, and drugs 
self-administered through any piece of durable medical equipment.   
• Claims for these drugs are generally submitted to the Durable Medical Equipment 

Medicare Administrative Contractor (DME MAC). The carrier or A/B MAC will 
reject these claims as they need to be sent to the DME MAC.  

• In the rare situation where a pharmacy dispenses a drug that will be administered 
through implanted DME and a physician’s service will not be utilized to fill the 
pump with the drug, the claim is submitted to the A/B MAC or carrier.  

The DME MAC, A/B MAC, or carrier will make payment to the pharmacy for these 
drugs, when deemed to be covered and reasonable and necessary. All bills submitted 
to the DME MAC, A/B MAC, or carrier must be submitted on an assigned basis by the 
pharmacy.  
When drugs may not be billed by pharmacies to Medicare Part B 
Pharmacies, suppliers and providers may not bill Medicare Part B for drugs 
dispensed directly to a beneficiary for administration “incident to” a physician service, 
such as refilling an implanted drug pump. These claims will be denied.   
Pharmacies may not bill Medicare Part B for drugs furnished to a physician for 
administration to a Medicare beneficiary. When these drugs are administered in the 
physician’s office to a beneficiary, the only way these drugs can be billed to Medicare 
is if the physician purchases the drugs from the pharmacy. In this case, the drugs are 
being administered “incident to” a physician’s service and pharmacies may not bill 
Medicare Part B under the “incident to” provision.   
Payment limits 
The payment limits for drugs and biologicals that are not included in the average 
sales price (ASP) Medicare Part B Drug Pricing File or Not Otherwise Classified 
(NOC) Pricing File are based on the published Wholesale Acquisition Cost (WAC) or 
invoice pricing, except under the Outpatient Prospective Payment System (OPPS) 
where the payment allowance limit is 95 percent of the published average wholesale 
price (AWP). In determining the payment limit based on WAC, the payment limit is 
106 percent of the lesser of the lowest-priced brand or median generic WAC.  
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Medicare contractors will not search their files to either retract payment for claims 
already paid or to retroactively pay claims, but will adjust claims brought to their 
attention. 

Additional Information 

The official instruction, CR 7397 issued to your Medicare contractor regarding this 
issue may be viewed at http://www.cms.hhs.gov/Regulations-and-
Guidance/Guidance/Transmittals/Downloads/R2437CP.pdf on the Centers for 
Medicare & Medicaid Services (CMS) website. 
If you have any questions, please contact your Medicare contractor at their toll-free 
number, which may be found at 
http://www.cms.gov/MLNProducts/downloads/CallCenterTollNumDirectory.zip on the 
CMS website. 
The following manual sections regarding billing drugs and biological and “incident to” 
services may be helpful:  

• “Medicare Claims Processing Manual”, chapter 17, sections 20.1.3 and 50.B, 
available at http://www.cms.gov/manuals/downloads/clm104c17.pdf and  

• “Medicare Benefit Policy Manual”, chapter 15, sections 50.3 and 60.1, 
available at http://www.cms.gov/manuals/Downloads/bp102c15.pdf  on 
the CMS website. 

News Flash –Vaccinate Early to Protect Against the Flu /2011-2012 Influenza 
Vaccine Prices Are Now Available  
CDC recommends a yearly flu vaccination as the most important step in protecting 
against flu viruses. Remind your patients that annual vaccination is recommended for 
optimal protection.  Under Medicare Part B, Medicare pays for the flu vaccine and its 
administration for seniors and other Medicare beneficiaries with no co-pay or 
deductible. Take advantage of each office visit and start protecting your patients as soon 
as your 2011-2012 seasonal flu vaccine arrives. And don’t forget to immunize yourself 
and your staff.  Get the Flu Vaccination – Not the Flu. 
CMS has posted the 2011-2012 seasonal influenza vaccine payment limits at: 
http://www.CMS.gov/McrPartBDrugAvgSalesPrice/10_VaccinesPricing.asp on the 
CMS website.  
Influenza vaccine is NOT a Part D-covered drug. For information about Medicare’s 
coverage of the influenza vaccine, its administration, and educational resources for 
healthcare professionals and their staff, visit 
http://www.CMS.gov/MLNProducts/35_PreventiveServices.asp on the CMS website 
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