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§ 413.300 Basis and scope. 

(a) Basis. This subpart implements 

section 1888(d) of the Act, which pro-

vides for optional prospectively deter-

mined payment rates for qualified 

SNFs. 

(b) Scope. This subpart sets forth the 

eligibility criteria an SNF must meet 

to qualify, the process governing elec-

tion of prospectively determined pay-

ment rates, and the basis and method-

ology for determining prospectively de-

termined payment rates. 

§ 413.302 Definitions. 

For purposes of this subpart— 

Area wage level means the average 

wage per hour for all classifications of 

employees as reported by health care 

facilities within a specified area. 

Census region means one of the 9 cen-

sus divisions, comprising the 50 States 

and the District of Columbia, estab-

lished by the Bureau of the Census for 

statistical and reporting purposes. 

Routine capital-related costs means the 

capital-related costs, allowable for 

Medicare purposes (as described in sub-

part G of this part), that are allocated 

to the SNF participating inpatient rou-

tine service cost center as reported on 

the Medicare cost report. 

Routine operating costs means the cost 

of regular room, dietary, and nursing 

services, and minor medical and sur-

gical supplies for which a separate 

charge is not customarily made. It does 

not include the costs of ancillary serv-

ices, capital-related costs, or, where 

appropriate, return on equity. 

Rural area means any area outside an 

urban area in a census region. 

Urban area means— 

(1) Prior to October 1, 2004, a Metro-

politan Statistical Area (MSA), or New 

England County Metropolitan Area 

(NECMA), as defined by the Office of 

Management and Budget, or a New 

England county deemed to be an urban 

area as listed in § 412.62(f)(1)(ii)(B) of 

this chapter. 

(2) Effective October 1, 2004, a Metro-

politan Statistical Area (MSA), as de-

fined by the Office of Management and 

Budget, or a New England county 

deemed to be an urban area as specified 
under § 412.64. 

[60 FR 37594, July 21, 1995, as amended at 69 
FR 49265, Aug. 11, 2004] 

§ 413.304 Eligibility for prospectively 
determined payment rates. 

(a) General rule. An SNF is eligible to 
receive a prospectively determined 
payment rate for a cost reporting pe-
riod if it had fewer than 1,500 Medicare 
covered inpatient days as reported on a 
Medicare cost report in its imme-
diately preceding cost reporting period. 
This criterion applies even if the SNF 
received a prospectively determined 
payment rate during the preceding cost 
reporting period. 

(b) Less than a full cost reporting pe-
riod. If the cost reporting period that 
precedes an SNF’s request for prospec-
tively determined payment is not a full 
cost reporting period, the SNF is eligi-
ble to receive prospectively determined 
payment rates only if the average daily 
Medicare census for the period (Medi-
care inpatient days divided by the total 
number of days in the cost reporting 
period) is not greater than 4.1. 

(c) Newly-participating SNFs. An SNF 
is eligible to receive prospectively de-
termined payment rates for its first 
cost reporting period for which it is ap-
proved to participate in Medicare. 

§ 413.308 Rules governing election of 
prospectively determined payment 
rates. 

(a) Requirements. An SNF must notify 
its contractor at least 30 calendar days 
before the beginning of the cost report-
ing period for which it requests to re-
ceive such payment that it elects pro-
spectively determined payment rates. 
A separate request must be made for 
each cost reporting period for which an 
SNF seeks prospectively determined 
payment. A newly participating SNF 
with no preceding cost reporting period 
must make its election within 30 days 
of its notification of approval to par-
ticipate in Medicare. 

(b) Contractor notice. After evaluating 
an SNF’s request for prospectively de-
termined payment rates, the con-
tractor notifies the SNF in writing as 
to whether the SNF meets any of the 
eligibility criteria described in § 413.304 
and the timely election requirements 
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