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(c) Determination of the adjustment
amount. The low-volume adjustment
for hospitals that qualify under para-
graph (b) of this section is as follows
for the applicable fiscal year:

(1) For FY 2005 through FY 2010 and
FY 2025 and subsequent fiscal years,
the adjustment is an additional 25 per-
cent for each Medicare discharge.

(2) For FY 2011 through FY 2018, the
adjustment is as follows:

(i) For low-volume hospitals with 200
or fewer Medicare discharges (as de-
fined in paragraph (a) of this section),
the adjustment is an additional 25 per-
cent for each Medicare discharge.

(ii) For low-volume hospitals with
Medicare discharges (as defined in
paragraph (a) of this section) of more
than 200 and fewer than 1,600, the ad-
justment for each Medicare discharge
is an additional percent calculated
using the formula [(4/14)—(number of
Medicare discharges/5600)]. The ‘“‘num-
ber of Medicare discharges’ is deter-
mined as described in paragraph
(b)(2)(ii) of this section.

(3) For FY 2019 through FY 2024, the
adjustment is as follows:

(i) For low-volume hospitals with 500
or fewer total discharges, which in-
cludes Medicare and non-Medicare dis-
charges, during the fiscal year, based
on the hospital’s most recently sub-
mitted cost report, the adjustment is
an additional 25 percent for each Medi-
care discharge.

(ii) For low-volume hospitals with
more than 500 and fewer than 3,800
total discharges, which includes Medi-
care and non-Medicare discharges, dur-
ing the fiscal year, based on the hos-
pital’s most recently submitted cost
report, the adjustment for each Medi-
care discharge is an additional percent
calculated using the formula [(95/
330)—(number of total discharges/
13,200)]. ““Total discharges’ is deter-
mined as described in paragraph
(b)(2)(iii) of this section.

(d) Eligibility of mew hospitals for the
adjustment. For FYs 2005 through 2010
and FY 2019 and subsequent fiscal
years, a new hospital will be eligible
for a low-volume adjustment under this
section once it has submitted a cost re-
port for a cost reporting period that in-
dicates that it meets discharge require-
ments during the applicable fiscal year
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and has provided its Medicare adminis-
trative contractor with sufficient evi-
dence that it meets the distance re-
quirement, as specified in paragraph
(b)(2) of this section.

(e) Special treatment regarding hos-
pitals operated by the Indian Health Serv-
ice (IHS) or a Tribe. (1) For discharges
occurring in FY 2018 and subsequent
fiscal years—

(i) A hospital operated by the IHS or
a Tribe will be considered to meet the
applicable mileage criterion specified
under paragraph (b)(2) of this section if
it is located more than the specified
number of road miles from the nearest
subsection (d) hospital operated by the
IHS or a Tribe.

(ii) A hospital, other than a hospital
operated by the IHS or a Tribe, will be
considered to meet the applicable mile-
age criterion specified under paragraph
(b)(2) of this section if it is located
more than the specified number of road
miles from the nearest subsection (d)
hospital other than a subsection (d)
hospital operated by the IHS or a
Tribe.

(2) Subject to the requirements set
forth in §405.1885 of this chapter, a hos-
pital may request the application of
the policy described in paragraph (e)(1)
of this section for discharges occurring
in FY 2011 through FY 2017.

[75 FR 50414, Aug. 16, 2010, as amended at 78
FR 50965, Aug. 19, 2013; 49 FR 15030, Mar. 18,
2014; 79 FR 50352, Aug. 22, 2014; 80 FR 49767,
Aug. 17, 2015; 82 FR 38511, Aug. 14, 2017; 83 FR
41702, Aug. 17, 2018; 84 FR 42613, Aug. 16, 2019;
88 FR 59332, Aug. 28, 2023]

§412.102 Special treatment: Hospitals
located in areas that are changing
from urban to rural as a result of a
geographic redesignation.

An urban hospital that was part of an
MSA, but was redesignated as rural as
a result of the most recent OMB stand-
ards for delineating statistical areas
adopted by CMS, may receive an ad-
justment to its rural Federal payment
amount for operating costs for 2 suc-
cessive fiscal years as provided in para-
graphs (a) and (b) of this section.

(a) First year adjustment. (1) Effective
on or after October 1, 1983 and before
October 1, 2014, the hospital’s rural av-
erage standardized amount and dis-
proportionate share payments as de-
scribed in §412.106 are adjusted on the
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basis of an additional amount that
equals two-thirds of the difference be-
tween the urban standardized amount
and disproportionate share payments
applicable to the hospital before its ge-
ographic redesignation and the rural
standardized amount and dispropor-
tionate share payments otherwise ap-
plicable to the Federal fiscal year for
which the adjustment is made.

(2) Effective on or after October 1,
2014, the hospital’s rural dispropor-
tionate share payments as described in
§412.106 are adjusted on the basis of an
additional amount that equals two-
thirds of the difference between the
disproportionate share payments as an
urban hospital applicable to the hos-
pital before its geographic redesigna-
tion to a rural area as a result of im-
plementation of the most recent OMB
standards for delineating statistical
areas adopted by CMS and the rural
disproportionate share payment other-
wise applicable to the Federal fiscal
yvear for which the adjustment is made.

(b) Second year adjustment. (1) Effec-
tive on or after October 1, 1983 and be-
fore October 1, 2014, if a hospital’s sta-
tus continues to be rural as a result of
geographic redesignation, its rural av-
erage standardized amount and dis-
proportionate share payments are ad-
justed on the basis of an additional
amount that equals one-third of the
difference between the urban standard-
ized amount and disproportionate
share payments applicable to the hos-
pital before its redesignation and the
rural standardized amounts and dis-
proportionate share payments other-
wise applicable to the Federal fiscal
year for which the adjustment is made.

(2) Effective on or after October 1,
2014, if a hospital’s status continues to
be rural as a result of geographic redes-
ignation, its disproportionate share
payments are adjusted on the basis of
an additional amount that equals one-
third of the difference between the dis-
proportionate share payments applica-
ble to the hospital before its geo-
graphic redesignation to a rural area as
a result of implementation of the most
recent OMB standards for delineating
statistical areas adopted by CMS and
the rural disproportionate share pay-
ments otherwise applicable to the Fed-
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eral fiscal year for which the adjust-
ment is made.

[79 FR 50353, Aug. 22, 2014]

§412.103 Special treatment: Hospitals
located in urban areas and that
apply for reclassification as rural.

(a) General criteria. A prospective pay-
ment hospital that is located in an
urban area (as defined in subpart D of
this part) may be reclassified as a rural
hospital if it submits an application in
accordance with paragraph (b) of this
section and meets any of the following
conditions:

(1) The hospital is located in a rural
census tract of a Metropolitan Statis-
tical Area (MSA) as determined under
the most recent version of the Gold-
smith Modification, the Rural-Urban
Commuting Area codes, as determined
by the Office of Rural Health Policy
(ORHP) of the Health Resources and
Services Administration, which is
available via the ORHP Web site at:
hitp://www.ruralhealth.hrsa.gov or from
the U.S. Department of Health and
Human Services, Health Resources and
Services Administration, Office of
Rural Health Policy, 5600 Fishers Lane,
Room 9A-55, Rockville, MD 20857.

(2) The hospital is located in an area
designated by any law or regulation of
the State in which it is located as a
rural area, or the hospital is designated
as a rural hospital by State law or reg-
ulation.

(3) The hospital would qualify as a
rural referral center as set forth in
§412.96, or as a sole community hos-
pital as set forth in §412.92, if the hos-
pital were located in a rural area.

(4) For any period after September 30,
2004 and before October 1, 2006, a CAH
in a county that, in FY 2004, was not
part of a MSA as defined by the Office
of Management and Budget, but as of
FY 2005 was included as part of an MSA
as a result of the most recent census
data and implementation of the new
MSA definitions announced by OMB on
June 6, 2003, may be reclassified as
being located in a rural area for pur-
poses of meeting the rural location re-
quirement in §485.610(b) of this chapter
if it meets any of the requirements in
paragraphs (a)(1), (a)(2), or (a)(3) of this
section.
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