
CMS Implements Manual Medical Review Process for Outpatient Therapy above the 
$3700 Threshold  
 
CMS held an August 7th Open Door Forum on the implementation of the “manual medical 
review process” for Medicare Part B therapy claims above the $3700 threshold, to begin 
October 1st. The process is required by provisions included in the Middle Class Tax Relief and 
Job Creation Act of 2012 (MCTRJCA), signed into law on February 22, 2012. Services provided 
by independent practitioners, and institutional providers under Part B, which includes hospital 
outpatient departments and skilled nursing facilities (except those provided in Critical Access 
Hospitals) are subject to the manual medical review provision. A transmittal notice is in 
clearance and CMS staff did not give a date as to when it will be released.  
 
The new manual medical review process will be implemented through a pre- approval for 
therapy that must be obtained by providers. On October 1st through December 31st, CMS will 
require providers to submit pre-approval requests to a Medicare Administrative Contractor 
(MAC) for Medicare beneficiaries needing therapy above the $3,700 threshold. Providers will be 
subject to this policy as assigned to one of three phase-in dates. By October 1st, CMS will load 
the data to the computer system regarding total dollar amounts of claims received of previous 
therapy -- although, providers can begin submitting requests for pre-approval to the MACs in 
mid-September.  
 
The following is a summary of information presented by CMS so far:  
 
Advance Approval  
CMS is requiring pre-approval for therapy claims that a provider believes are going to exceed 
$3700. A provider must check the database to see if the patient has received therapy from other 
providers (independent practitioners, other institutional providers, etc.) dating back to January 1, 
2012 that would push them over the $3700 threshold. If this is the case, the provider must seek 
pre-approval.  
 
Providers can start submitting pre-approval requests in mid-September. Requests can be made 
in up to 20-day increments, and MACs have 10 days to conduct the review. If a provider doesn't 
hear back from the MAC in 10 days’ time, the request is automatically approved. If a claim is 
denied, the MAC must explain why and give providers a chance to resubmit.  
 
Documents needed by the MAC for pre-approval include the Plan of Care, the order and other 
supporting documentation. Other details to follow from the MACs on what is needed.  
 
The MAC will use the coverage and payment policy requirements in Section 220 of the 
Medicare Benefit Policy manual and any applicable local coverage decision policies when 
making determinations for approving therapy services above the threshold.  
 
CMS will monitor the MACS to ensure they are responding timely to requests for pre-approval. If 
there are instances of MACS losing documentation or issues of that sort, CMS wants to know 
about this.  
 
The contractors will use the coverage and payment policy requirements in Section 220 of the 
Medicare Benefit Policy manual and any applicable local coverage decision policies when 
making determinations for approving therapy services above the threshold. A CMS transmittal 
notice is in clearance and CMS staff did not give a date as to when it will be released.  
 



Patient Liability  
The beneficiary is liable for therapy charges above the $1880 cap not paid by Medicare. All 
beneficiaries that received $1880 in Part B Therapy in 2011 will receive a letter from CMS 
alerting them to the cap and their liability. CMS encourages providers to provide a voluntary 
Advanced Beneficiary Notice (ABN) whenever appropriate, so beneficiaries are aware that 
Medicare may not cover the services.  
 
Phase-in  
So that the MACs are not overwhelmed on October 1st, the manual medical review process will 
be phased in. There are three phases and providers around the country will be assigned to a 
phase. CMS will mail a letter to every provider that billed therapy in 2011 using the address in 
the PECOS file to inform them of their phase. Letters will go out to providers by the end of 
August. There will also be a posting to www.CMS.gov with the providers in Phase I and II. CMS 
developed the phases by taking into account specific provider characteristics (e.g., claims 
volume and payment) and then adjusted to distribute workload evenly across the MACs.  
 
Phase 1 begins October 1 and runs through December 31st. Phase 2 is November 1st through 
December 31st. Phase 3 is December 1st through December 31st. A provider who is assigned 
to Phase 1 will be subject to this new policy from October 1 through December 31st. The 
newest providers will be in Phase 3.  
 
If a provider is not in Phase 1 or 2 but the therapy charges are above $3,700, then the claim 
needs the KX modifier, just like it does when charges are more than $1,880.  
 
Outreach and Education  
Outreach and education will be conducted for beneficiaries and providers. CMS held a Special 
Open Door Forum (ODF) on August 7th. To access a podcast of the Open Door Forum and a 
transcript, click here.  
 
Providers are also encouraged to review the Manual Medical Review Process Fact Sheet and 
Q&A document from CMS which provides more detailed information. Providers can email CMS 
with therapy cap exception process questions at mailto:therapycapreview@cms.hhs.gov.  
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