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(2) Direct medical education costs for
approved nursing and allied health edu-
cation programs as described in §413.85
of this chapter.

(3) Costs for direct medical and sur-
gical services of physicians in teaching
hospitals exercising the election in
§405.521 of this chapter.

(4) The acquisition costs of hearts,
kidneys, livers, lungs, pancreas, and in-
testines (or multivisceral organs) in-
curred by approved transplant pro-
grams.

(5) The costs of qualified nonphysi-
cian anesthetists’ services, as described
in §412.113(c).

(6) For cost reporting periods begin-
ning on or after October 1, 2020, the
costs of allogenic hematopoietic stem
cell acquisition, as described in
§412.113(e), for the purpose of an
allogeneic hematopoietic stem cell
transplant.

(f) Additional payments to hospitals. In
addition to payments based on the pro-
spective payment system rates for in-
patient operating and inpatient cap-
ital-related costs, hospitals receive
payments for the following:

(1) Outlier cases, as described in sub-
part F of this part.

(2) The indirect costs of graduate
medical education, as specified in sub-
parts F and G of this part and in
§412.105 for inpatient operating costs
and in §412.322 for inpatient capital-re-
lated costs.

(3) Costs excluded from the prospec-
tive payment rates under paragraph (e)
of this section, as provided in §412.115.

(4) Bad debts of Medicare bene-
ficiaries, as provided in §412.115(a).

(6) ESRD beneficiary discharges if
such discharges are ten percent or
more of the hospital’s total Medicare
discharges, as provided in §412.104.

(6) Serving a disproportionate share
of low-income patients, as provided in
§412.106 for inpatient operating costs
and §412.320 for inpatient capital-re-
lated costs.

(7) The direct graduate medical edu-
cation costs for approved residency
programs in medicine, osteopathy, den-
tistry, and podiatry as described in
§§413.75-413.83 of this chapter.

(8) For discharges on or after June 19,
1990, and before October 1, 1994, and for
discharges on or after October 1, 1997, a
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payment amount per unit for blood
clotting factor provided to Medicare
inpatients who have hemophilia. For
discharges occurring on or after Octo-
ber 1, 2005, the additional payment is
made based on the average sales price
methodology specified in subpart K,
part 414 of this subchapter and the fur-
nishing fee specified in §410.63 of this
subchapter.

(9) Special additional payment for
certain new technology as specified in
§§412.87 and 412.88 of subpart F.

(10) A payment adjustment for the
additional resource costs of domestic
National Institute for Occupational
Safety and Health approved surgical
N95 respirators as specified in §412.113.

(11) A payment adjustment for small,
independent hospitals for the addi-
tional resource costs of establishing
and maintaining access to buffer
stocks of essential medicines as speci-
fied in §412.113.

(g) Payment adjustment for certain re-
placed devices. CMS makes a payment
adjustment for certain replaced de-
vices, as provided under §412.89.

[50 FR 12741, Mar. 29, 1985]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §412.2, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.govinfo.gov.

§412.3 Admissions.

(a) For purposes of payment under
Medicare Part A, an individual is con-
sidered an inpatient of a hospital, in-
cluding a critical access hospital, if
formally admitted as an inpatient pur-
suant to an order for inpatient admis-
sion by a physician or other qualified
practitioner in accordance with this
section and §§482.24(c), 482.12(c), and
485.638(a)(4)(iii) of this chapter for a
critical access hospital. In addition, in-
patient rehabilitation facilities also
must adhere to the admission require-
ments specified in §412.622.

(b) The order must be furnished by a
qualified and licensed practitioner who
has admitting privileges at the hos-
pital as permitted by State law, and
who is knowledgeable about the pa-
tient’s hospital course, medical plan of
care, and current condition. The prac-
titioner may not delegate the decision
(order) to another individual who is not
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authorized by the State to admit pa-
tients, or has not been granted admit-
ting privileges applicable to that pa-
tient by the hospital’s medical staff.

(c) The physician order must be fur-
nished at or before the time of the in-
patient admission.

(d)(1) Except as specified in para-
graphs (d)(2) and (3) of this section, an
inpatient admission is generally appro-
priate for payment under Medicare
Part A when the admitting physician
expects the patient to require hospital
care that crosses two midnights.

(i) The expectation of the physician
should be based on such complex med-
ical factors as patient history and
comorbidities, the severity of signs and
symptoms, current medical needs, and
the risk of an adverse event. The fac-
tors that lead to a particular clinical
expectation must be documented in the
medical record in order to be granted
consideration.

(ii) If an unforeseen circumstance,
such as a beneficiary’s death or trans-
fer, results in a shorter beneficiary
stay than the physician’s expectation
of at least 2 midnights, the patient
may be considered to be appropriately
treated on an inpatient basis, and pay-
ment for an inpatient hospital stay
may be made under Medicare Part A.

(2) An inpatient admission for a sur-
gical procedure specified by Medicare
as inpatient only under §419.22(n) of
this chapter is generally appropriate
for payment under Medicare Part A re-
gardless of the expected duration of
care. Procedures no longer specified as
inpatient only under §419.22(n) of this
chapter are appropriate for payment
under Medicare Part A in accordance
with paragraph (d)(1) or (3) of this sec-
tion. Claims for services and proce-
dures removed from the inpatient only
list under §419.22 of this chapter on or
after January 1, 2020 are exempt from
certain medical review activities.

(1) For those services and procedures
removed on or after January 1, 2020,
the exemption in this paragraph (d)(2)
will last for 2 years from the date of
such removal.

(ii) For those services and procedures
removed on or after January 1, 2021,
the exemption in this paragraph (d)(2)
will last until the Secretary deter-
mines that the service or procedure is
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more commonly performed in the out-
patient setting.

(3) Where the admitting physician ex-
pects a patient to require hospital care
for only a limited period of time that
does not cross 2 midnights, an inpa-
tient admission may be appropriate for
payment under Medicare Part A based
on the clinical judgment of the admit-
ting physician and medical record sup-
port for that determination. The physi-
cian’s decision should be based on such
complex medical factors as patient his-
tory and comorbidities, the severity of
signs and symptoms, current medical
needs, and the risk of an adverse event.
In these cases, the factors that lead to
the decision to admit the patient as an
inpatient must be supported by the
medical record in order to be granted
consideration.

[78 FR 50965, Aug. 19, 2013, as amended at 79
FR 67030, Nov. 10, 2014; 80 FR 70602, Nov. 13,
2015; 83 FR 41700, Aug. 17, 2018; 85 FR 86300,
Dec. 29, 2020; 86 FR 63992, Nov. 16, 2021]

§412.4 Discharges and transfers.

(a) Discharges. Subject to the provi-
sions of paragraphs (b) and (c) of this
section, a hospital inpatient is consid-
ered discharged from a hospital paid
under the prospective payment system
when—

(1) The patient is formally released
from the hospital; or

(2) The patient dies in the hospital.

(b) Acute care transfers. A discharge of
a hospital inpatient is considered to be
a transfer for purposes of payment
under this part if the patient is re-
admitted the same day (unless the re-
admission is unrelated to the initial
discharge) to another hospital that is—

(1) Paid under the prospective pay-
ment system described in subparts A
through M of this part;

(2) Excluded from being paid under
the prospective payment system de-
scribed in subparts A through M of this
part because of participation in an ap-
proved statewide cost control program
as described in subpart C of part 403 of
this chapter;

(3) An acute care hospital that would
otherwise be eligible to be paid under
the IPPS, but does not have an agree-
ment to participate in the Medicare
program; or

(4) A critical access hospital.
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