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for which CMS has made assignments, 
using the most recent revision. Where 
there are no RVUs assigned to a proce-
dure, the Director may develop and as-
sign any RVUs that he or she considers 
appropriate. The geographic adjust-
ment factor shall be that designated by 
GPCI for Metropolitan Statistical 
Areas as devised for CMS and as up-
dated or revised by CMS from time to 
time. The Director will devise conver-
sion factors for each category of serv-
ice as appropriate using OWCP’s proc-
essing experience and internal data. 

(c) For example, if the RVUs for a 
particular surgical procedure are 2.48 
for physician’s work (W), 3.63 for prac-
tice expense (PE), and 0.48 for mal-
practice insurance (MP), and the con-
version factor assigned to one unit in 
that category of service (surgery) is 
$61.20, then the maximum allowable 
charge for one performance of that pro-
cedure is the product of the three 
RVUs times the corresponding GPCI 
values for the locality times the con-
version factor. If the GPCI values for 
the locality are 0.988(W), 0.948 (PE), and 
1.174 (MP), then the maximum payment 
calculation is: 
[(2.48)(0.988) + (3.63)(0.948) + (0.48)(1.174)] 

× $61.20 
[2.45 + 3.44 + .56] × $61.20 
6.45 × $61.20 = $394.74 

§ 10.808 Does the fee schedule apply to 
every kind of procedure? 

Where the time, effort and skill re-
quired to perform a particular proce-
dure vary widely from one occasion to 
the next, the Director may choose not 
to assign a relative value to that proce-
dure. In this case the allowable charge 
for the procedure will be set individ-
ually based on consideration of a de-
tailed medical report and other evi-
dence. At its discretion, OWCP may set 
fees without regard to schedule limits 
for specially authorized consultant ex-
aminations, for examinations per-
formed under 5 U.S.C. 8123, and for 
other specially authorized services. 

§ 10.809 How are payments for medic-
inal drugs determined? 

Payment for medicinal drugs pre-
scribed by physicians shall not exceed 
the amount derived by multiplying the 
average wholesale price, or as other-

wise specified by OWCP, of the medica-
tion by the quantity or amount pro-
vided, plus a dispensing fee. OWCP 
may, in its discretion, contract for or 
require the use of specific providers for 
certain medications. 

(a) All prescription medications iden-
tified by National Drug Code (NDC) 
will be assigned an average wholesale 
price representing the product’s na-
tionally recognized wholesale price as 
determined by surveys of manufactur-
ers and wholesalers, or by other meth-
od designated by OWCP. The Director 
will establish the dispensing fee, which 
will not be affected by the location or 
type of provider dispensing the medica-
tion. 

(b) The NDCs, the average wholesale 
prices, and the dispensing fee shall be 
reviewed from time to time and up-
dated as necessary. 

(c) With respect to prescribed medi-
cations, OWCP may require the use of 
generic equivalents where they are 
available. 

§ 10.810 How are payments for inpa-
tient medical services determined? 

(a) OWCP will pay for inpatient med-
ical services according to pre-deter-
mined, condition-specific rates based 
on the Inpatient Prospective Payment 
System (IPPS) devised by CMS (42 CFR 
parts 412, 413, 424, 485, and 489). Using 
this system, payment is derived by 
multiplying the diagnosis-related 
group (DRG) weight assigned to the 
hospital discharge by the provider-spe-
cific factors. 

(1) All inpatient hospital discharges 
will be classified according to the 
DRGs prescribed by the CMS in the 
form of the DRG Grouper software pro-
gram. Each DRG represents the aver-
age resources necessary to provide care 
in a case in that DRG relative to the 
national average of resources con-
sumed per case. 

(2) The provider-specific factors will 
be provided by CMS in the form of 
their PPS Pricer software program. 
The software takes into consideration 
the type of facility, census division, ac-
tual geographic location (MSA) of the 
hospital, case mix cost per discharge, 
number of hospital beds, intern/beds 
ratio, operating cost to charge ratio, 
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