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for that ©period (as defined at
§413.40(a)(3)) are paid on a reasonable
cost basis, subject to that hospital’s
ceiling (as determined under paragraph
(c)(1) of this section) for that period.

(4) Payment for inpatient capital-re-
lated costs. Medicare allowable net in-
patient capital costs are paid on a rea-
sonable cost basis, in accordance with
the regulations under Part 413 of this
chapter.

(5) Adjustments for extraordinary cir-
cumstances—((i) General rules. (A) CMS
may adjust the ceiling determined
under paragraph (c)(1) of this section
for one or more cost reporting periods
when unusual inpatient operating costs
have resulted in the hospital exceeding
its ceiling imposed under this section
due to extraordinary circumstances be-
yond the hospital’s control. These cir-
cumstances include, but are not lim-
ited to, strikes, fire, earthquakes,
floods, or similar unusual occurrences
with substantial cost effects.

(B) When the hospital requests an ad-
justment, CMS makes an adjustment
only to the extent that the hospital’s
operating costs are reasonable, attrib-
utable to the circumstances specified
separately, identified by the hospital,
and verified by the Medicare adminis-
trative contractor.

(ii) Process for adjustment requests.
The provisions of §§413.40(e)(1) through
(e)(5) of this subchapter are applicable
to extraordinary circumstances adjust-
ment requests under this section.

[79 FR 50356, Aug. 22, 2014]

§412.529 Special payment provision
for short-stay outliers.

(a) Short-stay outlier defined. ‘‘Short-
stay outlier’” means a discharge with a
covered length of stay in a long-term
care hospital that is up to and includ-
ing five-sixths of the geometric aver-
age length of stay for each LTC-DRG.

(b) Adjustment to payment. CMS ad-
justs the hospital’s Federal prospective
payment to account for any case that
is determined to be a short-stay
outlier, as defined in paragraph (a) of
this section, under the methodology
specified in paragraph (c) of this sec-
tion.

(c) Method for determining the payment
amount—(1) Discharges occurring before
July 1, 2006. For discharges from long-

42 CFR Ch. IV (10-1-24 Edition)

term care hospitals described under
§412.23(e)(2)(1), occurring before July 1,
2006, the LTCH prospective payment
system adjusted payment amount for a
short-stay outlier case is the least of
the following amounts:

(i) One hundred and twenty (120) per-
cent of the LTC-DRG specific per diem
amount determined under paragraph
(d)(1) of this section.

(ii) One hundred and twenty (120) per-
cent of the estimated cost of the case
determined under paragraph (d)(2) of
this section.

(iii) The Federal prospective pay-
ment for the LTC-DRG determined
under paragraph (d)(3) of this section.

(2) Discharges occurring on or after
July 1, 2006 and before July 1, 2007 and
discharges occurring on or after December
29, 2007 and before December 29, 2012. For
discharges from long-term care hos-
pitals described under §412.23(e)(2)(i)
occurring on or after July 1, 2006 and
before July 1, 2007 and discharges oc-
curring on or after December 29, 2007
and before December 29, 2012, the LTCH
prospective payment system adjusted
payment amount for a short-stay
outlier case is the least of the fol-
lowing amounts:

(i) One hundred and twenty (120) per-
cent of the LTC-DRG specific per diem
amount determined under paragraph
(d)(1) of this section.

(ii) One hundred (100) percent of the
estimated cost of the case determined
under paragraph (d)(2) of this section.

(iii) The Federal prospective pay-
ment for the LTC-DRG as determined
under paragraph (d)(3) of this section.

(iv) An amount payable under sub-
part O computed as a blend of an
amount comparable to the hospital in-
patient prospective payment system
per diem amount determined under
paragraph (d)(4)(i) of this section and
the 120 percent of the LTC-DRG spe-
cific per diem payment amount deter-
mined under paragraph (d)(1) of this
section.

(A) The blend percentage applicable
to the 120 percent of the LTC-DRG spe-
cific per diem payment amount deter-
mined under paragraph (d)(1) of this
section is determined by dividing the
covered length-of-stay of the case by
the lesser of five-sixths of the geo-
metric average length of stay of the
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LTC-DRG or 25 days, not to exceed 100
percent.

(B) The blend percentage of the
amount determined under paragraph
(d)(4)(Q) of this section is determined by
subtracting the percentage determined
in paragraph (A) from 100 percent.

(38) Discharges occurring on or after
July 1, 2007 and before December 29, 2007
and discharges occurring on or after De-
cember 29, 2012 and on or before Sep-
tember 30, 2017. For discharges from
long-term care hospitals described
under §412.23(e)(2)(i) occurring on or
after July 1, 2007, and on or before De-
cember 29, 2007 and discharges occur-
ring on or after December 29, 2012, and
on or before September 30, 2017, the
LTCH prospective payment system ad-
justed payment amount for a short-
stay outlier case is adjusted by either
of the following:

(i) If the covered length of stay of the
case assigned to a particular LTC-DRG
is less than or equal to one standard
deviation from the geometric ALOS of
the same DRG under the inpatient pro-
spective payment system (the IPPS-
comparable threshold), the LTCH pro-
spective payment system adjusted pay-
ment amount for such a case is the
least of the following amounts:

(A) One hundred and twenty (120) per-
cent of the LTC-DRG specific per diem
amount determined under paragraph
(d)(1) of this section.

(B) One hundred (100) percent of the
estimated cost of the case determined
under paragraph (d)(2) of this section.

(C) The Federal prospective payment
for the LTC-DRG as determined under
paragraph (d)(3) of this section.

(D) An amount payable under subpart
O of this part comparable to the hos-
pital inpatient prospective payment
system per diem amount determined
under paragraph (d)(4) of this section.

(ii) If the covered length of stay of
the case assigned to a particular L'TC-
DRG is greater than one standard devi-
ation from the geometric ALOS of the
same DRG under the inpatient prospec-
tive payment system (the IPPS-com-
parable threshold), the LTCH prospec-
tive payment system adjusted payment
amount for such a case is determined
under paragraph (c)(2) of this section.

(4) Discharges occurring on or after Oc-
tober 1, 2017. For discharges occurring
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on or after October 1, 2017, short-stay
outlier payments are determined ac-
cording to paragraph (c)(2)(iv) of this
section.

(d) Calculation of alternative payment
amounts—(1) Determining the LTC-DRG
per diem amount. CMS calculates the
LTC-DRG per diem amount for short-
stay outliers for each LTC-DRG by di-
viding the product of the standard Fed-
eral payment rate and the LTC-DRG
relative weight by the geometric aver-
age length of stay of the specific LTC-
DRG multiplied by the covered days of
the stay.

(2) Determining the estimated cost of a
case. To determine the estimated cost
of a case, CMS multiplies the hospital-
specific cost-to-charge ratio by the
Medicare allowable charges for the
case.

(3) Determining the Federal prospective
payment for the LTC-DRG. CMS cal-
culates the Federal prospective pay-
ment for the LTC-DRG by multiplying
the adjusted standard Federal payment
rate by the LTC-DRG relative weight.

(4) Determining the amount comparable
to the hospital inpatient prospective pay-
ment system per diem amount—(i) Gen-
eral. Under subpart O, CMS cal-
culates—

(A) An amount comparable to what
would otherwise be paid under the hos-
pital inpatient prospective payment
system based on the sum of the appli-
cable operating inpatient prospective
payment system standardized amount
and the capital inpatient prospective
payment system Federal rate in effect
at the time of the L'TCH discharge.

(B) An amount comparable to the
hospital inpatient prospective payment
system per diem amount for each DRG
that is determined by dividing the
amount that would otherwise be paid
under the hospital inpatient prospec-
tive payment system computed under
paragraph (A) of this section by the
hospital inpatient prospective payment
system geometric average length of
stay of the specific DRG multiplied by
the covered days of the stay.

(C) The payment amount specified
under paragraph (d)(4)(i)(B) of this sec-
tion may not exceed the full amount
comparable to what would otherwise be
paid under the hospital inpatient pro-
spective payment system determined
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under paragraph (d)(4)(i)(A) of this sec-
tion.

(ii) Hospital inpatient prospective pay-
ment system operating standardized
amount. The hospital inpatient prospec-
tive payment system operating stand-
ardized amount—

(A) Is adjusted for the applicable hos-
pital inpatient prospective payment
system DRG weighting factors.

(B)(1) Is adjusted for different area
wage levels based on the geographic
classifications set forth at §412.503 and
the applicable hospital inpatient pro-
spective payment system (IPPS) labor-
related share, using the applicable hos-
pital inpatient prospective payment
system wage index value for non-
reclassified hospitals (an LTCH’s appli-
cable IPPS wage index).

(2) Beginning in fiscal year 2023, if
CMS determines that an LTCH’s appli-
cable IPPS wage index value for a fis-
cal year would decrease by more than 5
percent as compared to the LTCH’s ap-
plicable IPPS wage index value for the
prior fiscal year, CMS limits the de-
crease to 5 percent for the fiscal year.

(3) For LTCHs located in Alaska and
Hawaii, the amount specified in para-
graph (d)(4)(ii) of this section is also
adjusted by the applicable hospital in-
patient prospective payment system
cost of living adjustment factors.

(C) Includes, where applicable, ad-
justments for indirect medical edu-
cation costs and the costs of serving a
disproportionate share of low-income
patients.

(iii) Hospital inpatient prospective pay-
ment system capital Federal rate. The
hospital inpatient prospective payment
system capital Federal rate—

(A) Is adjusted for the applicable in-
patient prospective payment system
DRG weighting factors.

(B)(1) Is adjusted for the applicable
geographic adjustment factors, includ-
ing local cost variation based on the
geographic classifications set forth at
§412.503 and the applicable full hospital
inpatient prospective payment system
(IPPS) wage index value for non-
reclassified hospitals (an LTCH’s appli-
cable IPPS wage index) and applicable
cost of living adjustment factors for
LTCHs in Alaska and Hawadii.

(2) Beginning in fiscal year 2023, if
CMS determines that an L'TCH’s appli-
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cable IPPS wage index value for a fis-
cal year would decrease by more than 5
percent as compared to the LTCH’s ap-
plicable IPPS wage index value for the
prior fiscal year, CMS limits the de-
crease to 5 percent for the fiscal year.

(C) Includes, where applicable, ad-
justments for indirect medical edu-
cation costs and the costs of serving a
disproportionate share of low-income
patients.

(e) Short-stay outlier payments to
long-term care hospitals described
under §412.23(e)(2)(ii).

(1) For discharges occurring on or
after October 1, 2002, through June 30,
2003, the LTCH prospective payment
system adjusted payment amount for a
short-stay outlier case is the least of
the following amounts:

(i) 120 percent of the LTC-DRG spe-
cific per diem amount determined
under paragraph (d)(1) of this section;

(ii) 120 percent of the estimated cost
of the case determined under paragraph
(d)(2) of this section; or

(iii) The Federal prospective pay-
ment for the LTC-DRG determined
under paragraph (d)(3) of this section.

(2) For discharges occurring on or
after July 1, 2003, subject to the provi-
sions of paragraph (e)(2)(v) of this sec-
tion, the adjusted payment amount for
a short-stay outlier is determined
under the formulas set forth in para-
graphs (e)(1)(i) through (iv) of this sec-
tion with the following substitutions:

(i) For the first year of the transition
period, as specified at §412.533(a)(1), the
120 percent specified for the LTC-DRG
specific per diem amount and the 120
percent of the cost of the case in the
formula under paragraphs (e)(1)(i) and
(e)(1)(ii) of this section are substituted
with 195 percent.

(ii) For the second year of the transi-
tion period, as specified at
§412.533(a)(2), the 120 percent specified
for the LTC-DRG specific per diem
amount and the 120 percent of the cost
of the case in the formula under para-
graphs (e)(1)(1) and (e)(1)(ii) of this sec-
tion are substituted with 193 percent.

(iii) For the third year of the transi-
tion period, as specified at
§412.533(a)(3), the 120 percent specified
for the LTC-DRG specific per diem
amount and the 120 percent of the cost
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of the case in the formula under para-
graphs (e)(1)(i) and (e)(1)(ii) of this sec-
tion are substituted with 165 percent.

(iv) For the fourth year of the transi-
tion period, as specified at
§412.533(a)(4), the 120 percent specified
for the LTC-DRG specific per diem
amount and 120 percent of the cost of
the case in the formula under para-
graphs (e)(1)(i) and (e)(1)(ii) of this sec-
tion are substituted with 136 percent.

(v) For discharges occurring in cost
reporting periods beginning on or after
October 1, 2006 (beginning with the
fifth year of the transition period), as
specified at §412.533(a)(5), short-stay
outlier payments are made based on
the least of the following amounts:

(A) 120 percent of the LTC-DRG spe-
cific per diem amount determined
under paragraph (d)(1) of this section;

(B) 120 percent of the estimated cost
of the case determined under paragraph
(d)(2) of this section; or

(C) The Federal prospective payment
for the LTC-DRG determined under
paragraph (d)(3) of this section.

(f) Reconciliation of short-stay pay-
ments. Payments for discharges occur-
ring before October 1, 2017 are rec-
onciled in accordance with one of the
following:

(1) Discharges occurring on or after Oc-
tober 1, 2002, and before August 8, 2003.
For discharges occurring on or after
October 1, 2002, and before August 8,
2003, no reconciliations are made to
short-stay outlier payments upon cost
report settlement to account for dif-
ferences between cost-to-charge ratio
and the actual cost-to-charge ratio of
the case.

(2) Discharges occurring on or after Au-
gust 8, 2003, and before October 1, 2006.
For discharges occurring on or after
August 8, 2003, and before October 1,
2006, short-stay outlier payments are
subject to the provisions of §412.84(i)(1),
(1)(3), and (i)(4) and (m) for adjustments
of cost-to-charge ratios.

(3) Discharges occurring on or after Oc-
tober 1, 2003, and before October 1, 2006.
For discharges occurring on or after
October 1, 2003, and before October 1,
2006, short-stay outlier payments are
subject to the provisions of §412.84(i)(2)
for adjustments to cost-to-charge ra-
tios.
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(4) Discharges occurring on or after Oc-
tober 1, 2006. For discharges occurring
on or after October 1, 2006, short-stay
outlier payments are subject to the fol-
lowing provisions:

(i) CMS may specify an alternative to
the cost-to-charge ratio otherwise ap-
plicable under paragraph (f)(4)(ii) of
this section. A hospital may also re-
quest that its fiscal intermediary use a
different (higher or lower) cost-to-
charge ratio based on substantial evi-
dence presented by the hospital. This
request must be approved by the appro-
priate CMS Regional Office.

(ii) The cost-to-charge ratio applied
at the time a claim is processed is
based on either the most recent settled
cost report or the most recent ten-
tatively settled cost report, whichever
is from the latest cost reporting period.

(iii) The fiscal intermediary may use
a statewide average cost-to-charge
ratio, which CMS establishes annually,
if it is unable to determine an accurate
cost-to-charge ratio for a hospital in
one of the following circumstances:

(A) A new hospital that has not yet
submitted its first Medicare cost re-
port. (For this purpose, a new hospital
is defined as an entity that has not ac-
cepted assignment of an existing hos-
pital’s provider agreement in accord-
ance with §489.18 of this chapter.)

(B) A hospital whose cost-to-charge
ratio is in excess of 3 standard devi-
ations above the corresponding na-
tional geometric mean. CMS estab-
lishes and publishes this mean annu-
ally.

(C) Any other hospital for which data
to calculate a cost-to-charge ratio are
not available.

(iv) Any reconciliation of outlier
payments is based on the cost-to-
charge ratio calculated based on a
ratio of costs to charges computed
from the relevant cost report and
charge data determined at the time the
cost report coinciding with the dis-
charge is settled.

(v) At the time of any reconciliation
under paragraph (f)(4)(iv) of this sec-
tion, outlier payments may be adjusted
to account for the time value of any
underpayments or overpayments. Any
adjustment is based upon a widely
available index to be established in ad-
vance by the Secretary, and is applied
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from the midpoint of the cost reporting
period to the date of reconciliation.

[67 FR 56049, Aug. 30, 2002, as amended at 68
FR 34163, June 6, 2003; 68 FR 34515, June 9,
2003; 71 FR 27899, May 12, 2006; 71 FR 48141,
Aug. 18, 2006; 72 FR 26991, May 11, 2007; 73 FR
24880, May 6, 2008; 73 FR 26839, May 9, 2008; 75
FR 50416, Aug. 16, 2010; 77 FR 53679, Aug. 31,
2012; 82 FR 38513, Aug. 14, 2017; 87 FR 49405,
Aug. 10, 2022]

§412.531 Special payment provisions
when an interruption of a stay oc-
curs in a long-term care hospital.

(a) Definitions—(1) A 3-day or less
interruption of stay defined. ‘A 3-day or
less interruption of stay’ means a stay
at a long-term care hospital during
which a Medicare inpatient is dis-
charged from the long-term care hos-
pital to an acute care hospital, IRF,
SNF, or the patient’s home and re-
admitted to the same long-term care
hospital within 3 days of the discharge
from the long-term care hospital. The
3-day or less period begins with the
date of discharge from the long-term
care hospital and ends not later than
midnight of the third day.

(2) A greater than 3-day interruption of
stay defined. ‘‘A greater than 3-day or
less interruption of stay’ means A stay
in a long-term care hospital during
which a Medicare inpatient is dis-
charged from the long-term care hos-
pital to an acute care hospital, an IRF,
or a SNF for a period of greater than 3
days but within the applicable fixed-
day period specified in paragraphs
(a)(2)(1) through (a)(2)(iii) of this sec-
tion before being readmitted to the
same long-term care hospital.

(i) For a discharge to an acute care
hospital, the applicable fixed day pe-
riod is between 4 and 9 consecutive
days. The counting of the days begins
on the date of discharge from the long-
term care hospital and ends on the 9th
date after the discharge.

(ii) For a discharge to an IRF, the ap-
plicable fixed day period is between 4
and 27 consecutive days. The counting
of the days begins on the day of dis-
charge from the long-term care hos-
pital and ends on the 27th day after dis-
charge.

(iii) For a discharge to a SNF, the ap-
plicable fixed day period is between 4
and 45 consecutive days. The counting
of the days begins on the day of dis-
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charge from the long-term care hos-
pital and ends on the 45th day after the
discharge.

(b) Methods of determining payments.
(1) For purposes of determining a Fed-
eral prospective payment—

(i) Determining the length of stay. In
determining the length of stay of a pa-
tient at a long-term care hospital for
payment purposes under this paragraph
(b)—

(A) Except as specified in paragraphs
(b)Q)HE)(B) and (b)(1)({E)(C) of this sec-
tion, the number of days that a bene-
ficiary spends away from the long-term
care hospital during a 3-day or less
interruption of stay under paragraph
(a)(1) of this section is not included in
determining the length of stay of the
patient at the long-term care hospital
when there is no outpatient or inpa-
tient medical treatment or care pro-
vided at an acute care hospital or an
IRF, or SNF services during the inter-
ruption that is considered a covered
service delivered to the beneficiary.

(B) The number of days that a bene-
ficiary spends away from a long-term
care hospital during a 3-day or less
interruption of stay under paragraph
(a)(1) of this section are counted in de-
termining the length of stay of the pa-
tient at the long-term care hospital if
the beneficiary receives inpatient or
outpatient medical care or treatment
provided by an acute care hospital or
IRF, or SNF services during the inter-
ruption. In the case where these serv-
ices are provided during some, but not
all days of a 3-day or less interruption,
Medicare will include all days of the
interruption in the long-term care hos-
pitals day-count.

(C) Surgical DRG exception to the 3-
day or less interruption of stay policy.

(I) The number of days that a bene-
ficiary spends away from a long-term
care hospital during a 3-day or less
interruption of stay under paragraph
(a)(1) of this section during which the
beneficiary receives a  procedure
grouped to a surgical DRG under the
hospital inpatient prospective payment
system in an acute care hospital during
the 2005 and 2006 LTCH prospective
payment system rate years are not in-
cluded in determining the length of
stay of the patient at the long-term
care hospital.
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