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§412.150

measure from the Hospital IQR Pro-
gram will be assessed on a case-by-case
basis.

[76 FR 51782, Aug. 18, 2011, as amended at 77
FR 53674, Aug. 31, 2012; 78 FR 50966, Aug. 19,
2013; 79 FR 50354, Aug. 22, 2014; 81 FR 57267,
Aug. 22, 2016; 82 FR 38511, Aug. 14, 2017; 86 FR
45520, Aug. 13, 2021; 87 FR 49404, Aug. 10, 2022;
88 FR 59332, Aug. 28, 2023]

Subpart |—Adjustments to the
Base Operating DRG Payment
Amounts Under the Prospec-
tive Payment Systems for In-
patient Operating Costs

SOURCE: 77 FR 53674, Aug. 31, 2012, unless
otherwise noted.

§412.150 Basis and scope of subpart.

(a) Section 1886(q) of the Act requires
the Secretary to establish a Hospital
Readmissions Reduction program,
under which payments to applicable
hospitals are reduced in order to ac-
count for certain excess readmissions,
effective for discharges beginning on
October 1, 2012. The rules for deter-
mining the payment adjustment under
the Hospital Readmission Reductions
Program are specified in §§412.152 and
412.154.

(b) Section 1886(0) of the Act requires
the Secretary to establish a Value-
Based Purchasing (VBP) Program for
inpatient hospitals (Hospital VBP Pro-
gram), which requires CMS to make
value-based incentive payments to hos-
pitals that meet performance standards
for applicable performance periods, ef-
fective for discharges beginning on Oc-
tober 1, 2012. The rules for determining
the payment adjustment under the
Hospital Value-Based Purchasing Pro-
gram are specified in §§412.160 through
412.167.

(c) Section 1886(p) of the Act requires
the Secretary to establish an adjust-
ment to hospital payments for hos-
pital-acquired conditions, or a Hos-
pital-Acquired Condition Reduction
Program, under which payments to ap-
plicable hospitals are adjusted to pro-
vide an incentive to reduce hospital-ac-
quired conditions, effective for dis-
charges beginning on October 1, 2014.
The rules for determining the payment
adjustment under the Hospital-Ac-
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quired Condition Reduction Program
are specified in §§412.170 and 412.172.

[77 FR 53674, Aug. 31, 2012, as amended at 78
FR 50966, Aug. 19, 2013]

PAYMENT ADJUSTMENTS UNDER THE
HOSPITAL READMISSIONS REDUCTION
PROGRAM

§412.152 Definitions for the Hospital
Readmissions Reduction Program.

As used in this section and in
§412.154, the following definitions
apply:

Aggregate payments for all discharges
is, for a hospital for the applicable pe-
riod, the sum of the base operating
DRG payment amounts for all dis-
charges for all conditions from such
hospital for such applicable period.

Aggregate payments for excess readmis-
sions is, for a hospital for the applica-
ble period, the sum, for the applicable
conditions, of the product for each ap-
plicable condition of:

(1) The base operating DRG payment
amount for the hospital for the appli-
cable period for such condition or pro-
cedure;

(2) The number of admissions for
such condition or procedure for the
hospital for the applicable period;

(3) The excess readmission ratio for
the hospital for the applicable period
minus the peer-group median excess re-
admission ratio (ERR); and

(4) The neutrality modifier, a mul-
tiplicative factor that equates total
Medicare savings under the current
stratified methodology to the previous
non-stratified methodology.

Applicable condition is a condition or
procedure selected by the Secretary—

(1) Among the conditions and proce-
dures for which—

(i) Readmissions represent conditions
or procedures that are high volume or
high expenditures; and

(ii) Measures of such readmissions
have been endorsed by the entity with
a contract under section 1890(a) of the
Act and such endorsed measures have
exclusions for readmissions that are
unrelated to the prior discharge (such
as a planned readmission or transfer to
another applicable hospital); or

(2) Among other conditions and pro-
cedures as determined appropriate by
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