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1. Outpatient Prospective Payment System, Ambulatory Payment

Classification (APC) Groups

Outpatient hospital services that are not provided by Critical Access 

Hospitals (CAH) will be reimbursed on a predetermined rate-per-service basis. 

These services are classified according to a list of APC groups published 

annually in the Code of Federal Regulation (CFR). APC group reimbursement is 

based on the CPT or HCPCS code associated with the service and may be an all-

inclusive bundled payment per service. These bundled services may include 

some or all of the following services: nursing, pharmacy, laboratory, imaging 

services, other diagnostic services, supplies and equipment, and other 

outpatient hospital services. The Department follows Medicare’s grouping of 

services by APC as published annually in the CFR. The Department will update 

Medicare’s changes quarterly.  

a) The Department uses a Medicaid conversion factor effective for services

provided on and after July 1, 2025, to establish a rate that is less

than the rate established by Medicare’s conversion factor. This rate

will periodically be re-evaluated by the Department. All rates are

published on the agency’s website at

http://medicaidprovider.mt.gov/enduserproviders, after accepting terms

of service. Unless otherwise noted in the plan, state developed fee

schedule rates are the same for both governmental and private

providers.

b) This Medicaid conversion factor effective for services provided on and

after July 1, 2025, is the same for all APC groups and for all

facilities. The APC fee equals the Medicare specific weight for the APC

times the Medicaid conversion factor. These rates are updated quarterly

when the Medicare update is published. All rates are published on the

agency’s website at http://medicaidprovider.mt.gov/enduserproviders,

after accepting terms of service. Unless otherwise noted in the plan,

state developed fee schedule rates are the same for both governmental

and private providers.

c) The total claim reimbursement will be the lower of the provider’s claim

charge or the reimbursement as calculated using OPPS.

d) If two or more surgical procedures are performed on the same patient at

the same hospital on the same day, the most expensive procedure will

pay at 100% of that APC; and the other procedures will pay at 50% of

their APC, if appropriate.
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e) Procedures started on a patient but discontinued before completion will

be paid at 50% of that APC.

f) A separate payment will be made for observation care using criteria

established by Medicare with the exception of obstetric complications.

Observation care that does not meet Medicare’s criteria will be

considered bundled into the APC for other services.

(i) When billing observation services, the appropriate procedure codes

must be used and the units field on the claim must reflect the

number of hours provided. Observation services must be a direct

admit or have a high level clinic visit, high level critical care,

or high level ER visit to qualify. The service must be at least

eight hours in length.

(ii) Obstetric observation must have a qualifying diagnosis and must be

at least one hour in length of service.

g) Medicare has set guidelines for procedures it has determined should be

performed in an inpatient setting only. The Department follows Medicare

guidelines for procedures defined as “inpatient only”.

2. Outpatient Payment Methodology Paid Under OPPS

Outpatient services will be reimbursed as follows:

a) For each outpatient service or procedure, the fee is 100% of the

Ambulatory Payment Classification (APC) rate. Some codes price by APC,

but bundle so they pay at zero.

b) Where no APC rate has been assigned, outpatient services will be paid

by the applicable Medicare fee.

(i) Effective July 1, 2018, for laboratory services, if there is a

Medicare fee for the code, the system will price at 60% of the

Medicare fee for non-sole community hospitals; and 62% of the

Medicare fee for sole community hospitals. If the codes bundle to a

lab panel or ATP panel, the system will also pay 60% or 62% of the

bundled fee, depending on the hospital status.

If there is no Medicare fee established for the service, payment will be made 

using the applicable Medicaid fee. Rates were set as of July 1, 2025, and are 

effective for services on or after that date. All rates are published on the 

agency’s website at http://medicaidprovider.mt.gov/enduserproviders, after 

accepting terms of service. Unless otherwise noted in the plan, state 

developed fee schedule rates are the same for both governmental and private 

providers.  
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9. If there is no Medicare fee established for the service, payment will be

made using the applicable Medicaid fee. Rates were set as of July 1, 2025,

and are effective for services on or after that date. All rates are

published on the agency’s website at

http://medicaidprovider.mt.gov/enduserproviders, after accepting terms of

service. Except as otherwise noted in the plan, state developed fee

schedule rates are the same for both governmental and private providers.

D. COST REPORTING AND COST SETTLEMENTS

All in-state PPS Hospitals and Critical Access Hospitals will be required to 

submit a Medicare cost report in which costs have been allocated to the 

Medicaid program as they relate to charges. The facility shall maintain 

appropriate accounting records that will enable the facility to fully 

complete the cost report. Upon receipt of the cost report, the Department 

will instruct Montana’s contracted intermediary to perform a desk review or 

audit of the cost report and determine whether overpayment or underpayment 

has resulted.  

Facilities will be required to file the cost report with Montana’s contracted 

intermediary and with the Department within 150 days of the facility’s fiscal 

year end. 

Except as identified below, Medicare principles of reasonable cost 

reimbursement will be applied to cost settlement of outpatient hospital  

services that are paid on interim at outpatient hospital specific cost-to-

charge ratio.  Only cost-based outpatient services are cost settled. 
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