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(D) Factor 4. Performance or improve-
ment on a measure does not result in
better patient outcomes.

(E) Factor 5. The availability of a
measure that is more strongly associ-
ated with desired patient outcomes for
the particular topic.

(F) Factor 6. The collection or public
reporting of a measure leads to nega-
tive unintended consequences other
than patient harm.

(G) Factor 7. It is not feasible to im-
plement the measure specifications.

(H) Factor 8. The costs associated
with a measure outweigh the benefit of
its continued use in the program.

(ii) Exception. CMS may retain a
quality measure that meets one or
more of the measure removal factors
described in paragraph (d)(3)(i) of this
section if the continued collection of
data on the quality measure would
align with a stated CMS or HHS policy
objective, including, but not limited
to, an objective to increase the number
of quality measures that a PCH can re-
port electronically, or an objective to
collect data on the measure in one or
more other CMS quality reporting pro-
grams.

(iii) Patient safety exception. Upon a
determination by CMS that the contin-
ued requirement for PCHs to submit
data on a measure raises specific pa-
tient safety concerns, CMS may elect
to immediately remove the measure
from the PCHQR measure set. CMS
will, upon removal of the measure—

(A) Provide notice to PCHs and the
public at the time CMS removes the
measure, along with a statement of the
specific patient safety concerns that
would be raised if PCHs continued to
submit data on the measure; and

(B) Provide notice of the removal in
the FEDERAL REGISTER.

(e) Extraordinary circumstances excep-
tions (ECEs). (1) CMS may grant an ECE
to a PCH that has requested an exten-
sion or exception with respect to qual-
ity data reporting requirements in the
event of extraordinary circumstances
beyond the control of the PCH.

(2) CMS may grant an ECE to one or
more PCHs that has not requested an
exception if CMS determines that—

(i) An extraordinary circumstance
has affected an entire region or locale;
or
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(ii) A systemic problem with one of
CMS’ data collection systems has di-
rectly affected the ability of the PCH
to submit data in accordance with
paragraph (c) of this section.

(3) A PCH participating in the
PCHQR Program that wishes to request
an ECE must submit an ECE request to
CMS via the QualityNet website
(https://qualitynet.cms.gov/pch/vchqr/re-
source) within 90 days of the date that
the extraordinary circumstances oc-
curred, along with the following infor-
mation:

(i) The PCH’s CCN, name, reason for
requesting an extension or exception,
and evidence of the impact of extraor-
dinary circumstances, including but
not limited to photographs and media
articles;

(ii) The date when the PCH will again
be able to submit PCHQR Program
data and a justification for that pro-
posed date;

(iii) The following contact informa-
tion for the PCH’s CEO and any other
designated personnel:

(A) Name.

(B) Email address.

(C) Telephone number.

(D) Physical mailing address (not a
post office box); and

(iv) The signature of the PCH’s CEO
or designee on the ECE request.

(f) Public reporting of PCHQ@R Program
data. CMS makes data submitted by
PCHs under the PCHQR Program avail-
able to the public on the Provider Data
Catalog website (https:/data.cms.gov/
provider-data/). Prior to making any
such data submitted by a PCH avail-
able to the public, CMS gives the PCH
an opportunity to review the data via
the Hospital Quality Reporting (HQR)
system (https:/hqr.cms.gov/hqrng/login)
and announces the timeline for review
on the QualityNet website (http:/
qualitynet.cms.gov) and applicable
listservs.

[86 FR 45518, Aug. 13, 2021, as amended at 87
FR 49403, Aug. 10, 2022]

§412.25 Excluded hospital units: Com-
mon requirements.

(a) Basis for exclusion. In order to be
excluded from the prospective payment
systems as specified in §412.1(a)(1) and
be paid under the inpatient psychiatric
facility prospective payment system as
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specified in §412.1(a)(2) or the inpatient
rehabilitation facility prospective pay-
ment system as specified in §412.1(a)(3),
a psychiatric or rehabilitation unit
must meet the following requirements.

(1) Be part of an institution that—

(i) Has in effect an agreement under
part 489 of this chapter to participate
as a hospital;

(ii) Prior to October 1, 2019, is not ex-
cluded in its entirety from the prospec-
tive payment systems; and

(iii) Unless it is a unit in a critical
access hospital, the hospital of which
an IRF is a unit must have at least 10
staffed and maintained hospital beds
that are paid under the applicable pay-
ment system under which the hospital
is paid, or at least 1 staffed and main-
tained hospital bed for every 10 cer-
tified inpatient rehabilitation facility
beds, whichever number is greater.
Otherwise, the IRF will be classified as
an IRF hospital, rather than an IRF
unit. In the case of an inpatient psy-
chiatric facility unit, the hospital
must have enough beds that are paid
under the applicable payment system
under which the hospital is paid to per-
mit the provision of adequate cost in-
formation, as required by §413.24(c) of
this chapter.

(2) Have written admission criteria
that are applied uniformly to both
Medicare and non-Medicare patients.

(3) Have admission and discharge
records that are separately identified
from those of the hospital in which it
is located and are readily available.

(4) Have policies specifying that nec-
essary clinical information is trans-
ferred to the unit when a patient of the
hospital is transferred to the unit.

(5) Meet applicable State licensure
laws.

(6) Have utilization review standards
applicable for the type of care offered
in the unit.

(7) Have beds physically separate
from (that is, not commingled with)
the hospital’s other beds.

(8) Be serviced by the same fiscal
intermediary as the hospital.

(9) Be treated as a separate cost cen-
ter for cost finding and apportionment
purposes.

(10) Use an accounting system that
properly allocates costs.
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(11) Maintain adequate statistical
data to support the basis of allocation.

(12) Report its costs in the hospital’s
cost report covering the same fiscal pe-
riod and using the same method of ap-
portionment as the hospital.

(13) As of the first day of the first
cost reporting period for which all
other exclusion requirements are met,
the unit is fully equipped and staffed
and is capable of providing hospital in-
patient psychiatric or rehabilitation
care regardless of whether there are
any inpatients in the unit on that date.

(b) Changes in the sice of excluded
units. Except in the special cases noted
at the end of this paragraph, changes
in the number of beds or square footage
considered to be part of an excluded
unit under this section are allowed one
time during a cost reporting period if
the hospital notifies its Medicare con-
tractor and the CMS RO in writing of
the planned change at least 30 days be-
fore the date of the change. The hos-
pital must maintain the information
needed to accurately determine costs
that are attributable to the excluded
unit. A change in bed size or a change
in square footage may occur at any
time during a cost reporting period and
must remain in effect for the rest of
that cost reporting period. Changes in
bed size or square footage may be made
at any time if these changes are made
necessary by relocation of a unit to
permit construction or renovation nec-
essary for compliance with changes in
Federal, State, or local law affecting
the physical facility or because of cata-
strophic events such as fires, floods,
earthquakes, or tornadoes.

(c) The status of a hospital unit may
be changed from not excluded to ex-
cluded or excluded to not excluded at
any time during a cost reporting pe-
riod, but only if the hospital notifies
the fiscal intermediary and the CMS
Regional Office in writing of the
change at least 30 days before the date
of the change, and maintains the infor-
mation needed to accurately determine
costs that are or are not attributable
to the hospital unit. A change in the
status of a hospital unit from not ex-
cluded to excluded or excluded to not
excluded that is made during a cost re-
porting period must remain in effect
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for the rest of that cost reporting pe-
riod.

(d) Number of excluded wunits. Each
hospital may have only one unit of
each type (psychiatric or rehabilita-
tion) excluded from the prospective
payment systems specified in
§412.1(a)(1). A hospital excluded from
the prospective payment systems as
specified in §412.1(a)(1) may not have
an excluded unit (psychiatric or reha-
bilitation) that is excluded on the same
basis as the hospital.

(e) Satellite facilities. (1) For purposes
of paragraphs (e)(2) through (e)(b) of
this section, a satellite facility is a
part of a hospital unit that provides in-
patient services in a building also used
by another hospital, or in one or more
entire buildings located on the same
campus as buildings used by another
hospital.

(2) Except as provided in paragraphs
(e)(3) and (e)(6) of this section, effective
for cost reporting periods beginning on
or after October 1, 1999, a hospital that
has a satellite facility must meet the
following criteria in order to be ex-
cluded from the acute care hospital in-
patient prospective payment systems
for any period:

(i) In the case of a unit excluded from
the prospective payment systems for
the most recent cost reporting period
beginning before October 1, 1997, the
unit’s number of State-licensed and
Medicare-certified beds, including
those at the satellite facility, does not
exceed the unit’s number of State-li-
censed and Medicare-certified beds on
the last day of the unit’s last cost re-
porting period beginning before Octo-
ber 1, 1997.

(ii) The satellite facility independ-
ently complies with—

(A) For a rehabilitation unit, the re-
quirements under §412.29 of this sub-
part; or

(B) For a psychiatric unit, the re-
quirements under §412.27(a).

(iii) The satellite facility meets all of
the following requirements:

(A) Except as provided in paragraph
(e)(2)(iv) of this section, it is not under
the control of the governing body or
chief executive officer of the hospital
in which it is located, and it furnishes
inpatient care through the use of med-
ical personnel who are not under the

42 CFR Ch. IV (10-1-23 Edition)

control of the medical staff or chief
medical officer of the hospital in which
it is located.

(B) It maintains admission and dis-
charge records that are separately
identified from those of the hospital in
which it is located and are readily
available.

(C) It has beds that are physically
separate from (that is, not commingled
with) the beds of the hospital in which
it is located.

(D) It is serviced by the same fiscal
intermediary as the hospital unit of
which it is a part.

(E) It is treated as a separate cost
center of the hospital unit of which it
is a part.

(F) For cost reporting and apportion-
ment purposes, it uses an accounting
system that properly allocates costs
and maintains adequate statistical
data to support the basis of allocation.

(&) It reports its costs on the cost re-
port of the hospital of which it is a
part, covering the same fiscal period
and using the same method of appor-
tionment as the hospital of which it is
a part.

(iv) Effective for cost reporting peri-
ods beginning on or after October 1,
2019, the requirements of paragraph
(e)(2)(iii)(A) of this section do not
apply to a satellite facility of a unit
that is part of a hospital excluded from
the prospective payment systems speci-
fied in §412.1(a)(1) that does not furnish
services in a building also used by an-
other hospital that is not excluded
from the prospective payment systems
specified in §412.1(a)(1), or in one or
more entire buildings located on the
same campus as buildings used by an-
other hospital that is not excluded
from the prospective payment systems
specified in §412.1(a)(1).

(3) Except as specified in paragraphs
(e)(4) and (e)(b) of this section, the pro-
visions of paragraph (e)(2) of this sec-
tion do not apply to any unit struc-
tured as a satellite facility on Sep-
tember 30, 1999, and excluded from the
prospective payment systems on that
date, to the extent the unit continues
operating under the same terms and
conditions, including the number of
beds and square footage considered to
be part of the unit at the satellite fa-
cility on September 30, 1999.
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(4) In applying the provisions of para-
graph (e)(3) of this section, any unit
structured as a satellite facility on
September 30, 1999, may increase or de-
crease the square footage of the sat-
ellite facility or may decrease the
number of beds in the satellite facility
considered to be part of the satellite fa-
cility at any time, if these changes are
made by the relocation of a facility—

(i) To permit construction or renova-
tion necessary for compliance with
changes in Federal, State, or local law
affecting the physical facility; or

(ii) Because of catastrophic events
such as fires, floods, earthquakes, or
tornadoes.

(5) For cost reporting periods begin-
ning on or after October 1, 2006, in ap-
plying the provisions of paragraph
(e)(3) of this section—

(i) Any unit structured as a satellite
facility on September 30, 1999, may in-
crease the square footage of the unit
only at the beginning of a cost report-
ing period or decrease the square foot-
age or number of beds considered to be
part of the satellite facility subject to
the provisions of paragraph (b)(2) of
this section, without affecting the pro-
visions of paragraph (e)(3) of this sec-
tion; and

(ii) If the unit structured as a sat-
ellite facility decreases its number of
beds below the number of beds consid-
ered to be part of the satellite facility
on September 30, 1999, subject to the
provisions of paragraph (b)(2) of this
section, it may subsequently increase
the number of beds at the beginning or
a cost reporting period as long as the
resulting total number of beds consid-
ered to be part of the satellite facility
does not exceed the number of beds at
the satellite facility on September 30,
1999.

(6) The provisions of paragraph
(e)(2)(i) of this section do not apply to
any inpatient rehabilitation facility
that is subject to the inpatient reha-
bilitation facility prospective payment
system under subpart P of this part, ef-
fective for cost reporting periods begin-
ning on or after October 1, 2003.

(f) Changes in classification of hospital
units. For purposes of exclusions from
the prospective payment system under
this section, the classification of a hos-
pital unit is effective for the unit’s en-

§412.27

tire cost reporting period. Any changes
in the classification of a hospital unit
is made only at the start of a cost re-
porting period.

(g) CAH wunits not meeting applicable
requirements. If a psychiatric or reha-
bilitation unit of a CAH does not meet
the requirements of §485.647 with re-
spect to a cost reporting period, no
payment may be made to the CAH for
services furnished in that unit for that
period. Payment to the CAH for serv-
ices in the unit may resume only after
the start of the first cost reporting pe-
riod beginning after the unit has dem-
onstrated to CMS that the unit meets
the requirements of §485.647.

[50 FR 12741, Mar. 29, 1985]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §412.25, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.govinfo.gov.

§412.27 Excluded psychiatric
Additional requirements.

units:

In order to be excluded from the pro-
spective payment system as specified
in §412.1(a)(1), and paid under the pro-
spective payment system as specified
in §412.1(a)(2), a psychiatric unit must
meet the following requirements:

(a) Admit only patients whose admis-
sion to the unit is required for active
treatment, of an intensity that can be
provided appropriately only in an inpa-
tient hospital setting, of a psychiatric
principal diagnosis that is listed in the
International Classification of Dis-
eases, Tenth Revision, Clinical Modi-
fication.

(b) Furnish, through the use of quali-
fied personnel, psychological services,
social work services, psychiatric nurs-
ing, and therapeutic activities.

(c) Maintain medical records that
permit determination of the degree and
intensity of the treatment provided to
individuals who are furnished services
in the unit, and that meet the fol-
lowing requirements:

(1) Development of assessment/diag-
nostic data. Medical records must stress
the psychiatric components of the
record, including history of findings
and treatment provided for the psy-
chiatric condition for which the inpa-
tient is treated in the unit.
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