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QRIO (formerly PRO or Peer Review
Organization) stands for the Quality
Improvement Organization.

Rural area means—(1) For cost re-
porting periods beginning on or after
October 1, 2002, with respect to dis-
charges occurring during the period
covered by such cost reports but before
July 1, 2005, an area defined in
§412.62(f)(1)(iii);

(2) For discharges occurring on or
after July 1, 2005, and before July 1,
2008, an area as defined in
§412.64(b)(1)(ii)(C); and

(3) For discharges occurring on or
after July 1, 2008, any area outside an
urban area.

Subsection (d) hospital means, for pur-
poses of §412.5622, a hospital defined in
section 1886(d)(1)(B) of the Social Secu-
rity Act and includes any hospital that
is located in Puerto Rico and that
would be a subsection (d) hospital as
defined in section 1886(d)(1)(B) of the
Social Security Act if it were located
in one of the 50 States.

Urban area means—(1) For cost re-
porting periods beginning on or after
October 1, 2002, with respect to dis-
charges occurring during the period
covered by such cost reports but before
July 1, 2005, an area defined in
§412.62(f)(1)(ii);

(2) For discharges occurring on or
after July 1, 2005, and before July 1,
2008, an urban area means an area as
defined in §412.64(b)(1)(ii)(A) and (B);
and

(3) For discharges occurring on or
after July 1, 2008, a Metropolitan Sta-
tistical Area, as defined by the Execu-
tive Office of Management and Budget.

[67 FR 56049, Aug. 30, 2002, as amended at 72
FR 47412, Aug. 22, 2007; 73 FR 26838, May 9,
2008; 75 FR 50416, Aug. 16, 2010; 80 FR 49767,
Aug. 17, 2015; 81 FR 57268, Aug. 22, 2016]

§412.505 Conditions for payment
under the prospective payment sys-
tem for long-term care hospitals.

(a) Long-term care hospitals subject to
the prospective payment system. To be el-
igible to receive payment under the
prospective payment system specified
in this subpart, a long-term care hos-
pital must meet the criteria to be clas-
sified as a long-term care hospital set
forth in §412.23(e) for exclusion from
the acute care hospital inpatient pro-
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spective payment systems specified in
§412.1(a)(1). This condition is subject to
the special payment provisions of
§412.22(c), the provisions on change in
hospital status of §412.22(d), the provi-
sions related to hospitals-within-hos-
pitals under §412.22(e), and the provi-
sions related to satellite facilities
under §412.22(h).

(b) General requirements. (1) Effective
for cost reporting periods beginning on
or after October 1, 2002, a long-term
care hospital must meet the conditions
for payment of this section,
§412.22(e)(3) and (h)(6), if applicable,
and §412.507 through §412.511 to receive
payment under the prospective pay-
ment system described in this subpart
for inpatient hospital services fur-
nished to Medicare beneficiaries.

(2) If a long-term care hospital fails
to comply fully with these conditions
for payment with respect to inpatient
hospital services furnished to one or
more Medicare beneficiaries, CMS may
withhold (in full or in part) or reduce
Medicare payment to the hospital.

[67 FR 56049, Aug. 30, 2002, as amended at 71
FR 48140, Aug. 19, 2006]

§412.507 Limitation on charges to
beneficiaries.

(a) Prohibited charges. Except as pro-
vided in paragraph (b) of this section, a
long-term care hospital may not
charge a beneficiary for any covered
services for which payment is made by
Medicare, even if the hospital’s costs of
furnishing services to that beneficiary
are greater than the amount the hos-
pital is paid under the prospective pay-
ment system.

(1) If Medicare has paid at the full
LTCH prospective payment system
standard Federal payment rate, that
payment applies to the hospital’s costs
for services furnished until the high-
cost outlier threshold is met.

(2) If Medicare pays less than the full
LTCH prospective payment system
standard Federal payment rate and
payment was not made at the site neu-
tral payment rate (including, when ap-
plicable, the blended payment rate),
that payment only applies to the hos-
pital’s costs for those costs or days
used to calculate the Medicare pay-
ment.
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(3) For cost reporting periods begin-
ning on or after October 1, 2016, for
Medicare payments to a long-term care
hospital described in §412.23(e)(2)(ii),
that payment only applies to the hos-
pital’s costs for those costs or days
used to calculate the Medicare pay-
ment.

(4) If Medicare has paid at the full
site neutral payment rate, that pay-
ment applies to the hospital’s costs for
services furnished until the high-cost
outlier is met.

(b) Permitted charges. (1) A long-term
care hospital that receives a payment
at the full LTCH prospective payment
system standard Federal payment rate
or the site neutral payment rate may
only charge the Medicare beneficiary
for the applicable deductible and coin-
surance amounts under §§409.82, 409.83,
and 409.87 of this chapter, and for items
and services as specified under
§489.20(a) of this chapter.

(2) A long-term care hospital that re-
ceives a payment at less than the full
LTCH prospective payment system
standard Federal payment rate for a
short-stay outlier case, in accordance
with §412.529 (which would not include
any discharge paid at the site neutral
payment rate), may only charge the
Medicare beneficiary for the applicable
deductible and coinsurance amounts
under §§409.82, 409.83, and 409.87 of this
chapter, for items and services as spec-
ified under §489.20(a) of this chapter,
and for services provided during the
stay that were not the basis for the
short-stay adjusted payment.

(3) For cost reporting periods begin-
ning on or after October 1, 2016, a long-
term care hospital described in
§412.23(e)(2)(ii) may only charge the
Medicare beneficiary for the applicable
deductible and coinsurance amounts
under §§409.82, 409.83, and 409.87 of this
chapter, for items and services as spec-
ified under §489.20(a) of this chapter,
and for services provided during the
stay for which benefit days were not
available and that were not the basis
for adjusted LTCH prospective pay-
ment system payment amount under
§412.526.

[80 FR 49767, Aug. 17, 2015, as amended at 81
FR 57268, Aug. 22, 2016]

§412.508

§412.508 Medical
ments.

review require-

(a) Admission and quality review. A
long-term care hospital must have an
agreement with a QIO to have the QIO
review, on an ongoing basis, the fol-
lowing:

(1) The medical necessity, reason-
ableness, and appropriateness of hos-
pital admissions and discharges.

(2) The medical necessity, reason-
ableness, and appropriateness of inpa-
tient hospital care for which additional
payment is sought under the outlier
provisions of §§412.523(d)(1) and
412.525(a).

(3) The validity of the hospital’s diag-
nostic and procedural information.

(4) The completeness, adequacy, and
quality of the services furnished in the
hospital.

(5) Other medical or other practices
with respect to beneficiaries or billing
for services furnished to beneficiaries.

(b) Physician acknowledgement. Pay-
ment under the long-term care hospital
prospective payment system is based in
part on each patient’s principal and
secondary diagnoses and major proce-
dures performed, as evidenced by the
physician’s entries in the patient’s
medical record. The hospital must as-
sure that physicians complete an ac-
knowledgement statement to this ef-
fect in accordance with paragraphs
(b)(1) and (b)(2) of this section.

(1) Content of physician acknowledge-
ment statement. When a claim is sub-
mitted, the hospital must have on file
a signed and dated acknowledgement
from the attending physician that the
physician has received the following
notice:

NOTICE TO PHYSICIANS: Medicare payment
to hospitals is based in part on each pa-
tient’s principal and secondary diagnoses
and the major procedures performed on the
patient, as attested to by the patient’s at-
tending physician by virtue of his or her sig-
nature in the medical record. Anyone who
misrepresents, falsifies, or conceals essential
information required for payment of Federal
funds, may be subject to fine, imprisonment,
or civil penalty under applicable Federal
laws.

(2) Completion of acknowledgement.
The acknowledgement must be com-
pleted by the physician at the time
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