
42 C.F.R. § 405.504
Determining prevailing charges.

(a) Ranges of charges. (1) In the case of physicians' services furnished beginning January 1, 1987, the prevailing
charges for a nonparticipating physician as defined in this paragraph will be no higher than the same level
that was set for services furnished during the previous calendar year for a physician who was a
participating physician during that year. A nonparticipating physician is a physician who has not entered
into an agreement with the Medicare program to accept payment on an assignment-related basis (in
accordance with § 424.55 of this chapter) for all items and services furnished to individuals enrolled under
Part B of Medicare during a given calendar year.

(2) No charge for Part B medical or other health services may be considered to be reasonable if it exceeds the
higher of:

(i) The prevailing charge for similar services in the same locality in effect on December 31, 1970, provided such
prevailing charge had been found acceptable by CMS; or

(ii) The prevailing charge that, on the basis of statistical data and methodology acceptable to CMS, would cover:

(A) 75 percent of the customary charges made for similar services in the same locality during the 12-month
period of July 1 through June 30 preceding the fee screen year (January 1 through December 31) in which the
service was furnished; or

(B) In the case of services furnished more than 12 months before the beginning of the fee screen year (January 1
through December 31) in which the claim or request for payment is submitted, 75 percent of the customary
charges made for similar services in the same locality during the 12 month period of July 1 through June 30
preceding the fee screen year that ends immediately preceding the fee screen year in which the claim or request
for payment is submitted.

(3)

(i) In the case of physicians' services, furnished before January 1, 1992, each prevailing charge in each locality
may not exceed the prevailing charge determined for the FY ending June 30, 1973 (without reference to the
adjustments made in accordance with the economic stabilization program then in effect), except on the basis of
appropriate economic index data that demonstrate the higher prevailing charge level is justified by:
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