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furnished in accordance with accept-
able standards of practice, service ob-
jectives, and established policies and
procedures.

(5) Social services. There must be a di-
rector of social services who monitors
and evaluates the quality and appro-
priateness of social services furnished.
The services must be furnished in ac-
cordance with accepted standards of
practice and established policies and
procedures. Social service staff respon-
sibilities must include, but are not lim-
ited to, participating in discharge plan-
ning, arranging for follow-up care, and
developing mechanisms for exchange of
appropriate information with sources
outside the hospital.

(6) Therapeutic activities. The unit
must provide a therapeutic activities
program.

(i) The program must be appropriate
to the needs and interests of inpatients
and be directed toward restoring and
maintaining optimal levels of physical
and psychosocial functioning.

(ii) The number of qualified thera-
pists, support personnel, and consult-
ants must be adequate to provide com-
prehensive therapeutic activities con-
sistent with each inpatient’s active
treatment program.

[60 FR 12741, Mar. 29, 1985, as amended at 57
FR 39820, Sept. 1, 1992; 59 FR 45397, 45400,
Sept. 1, 1994; 69 FR 66976, Nov. 15, 2004]

§412.29 Excluded rehabilitation units:
Additional requirements.

In order to be excluded from the pro-
spective payment systems described in
§412.1(a)(1) and to be paid under the
prospective payment system specified
in §412.1(a)(3), a rehabilitation unit
must meet the following requirements:

(a) Have met either the requirements
for—

(1) New units under §412.30(a); or

(2) Converted units under §412.30(c).

(b) Have in effect a preadmission
screening procedure under which each
prospective patient’s condition and
medical history are reviewed to deter-
mine whether the patient is likely to
benefit significantly from an intensive
inpatient program or assessment.

(c) Ensure that the patients receive
close medical supervision and furnish,
through the use of qualified personnel,
rehabilitation nursing, physical ther-
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apy, and occupational therapy, plus, as
needed, speech therapy, social services
or psychological services, and orthotic
and prosthetic services.

(d) Have a plan of treatment for each
inpatient that is established, reviewed,
and revised as needed by a physician in
consultation with other professional
personnel who provide services to the
patient.

(e) Use a coordinated multidisci-
plinary team approach in the rehabili-
tation of each inpatient, as docu-
mented by periodic clinical entries
made in the patient’s medical record to
note the patient’s status in relation-
ship to goal attainment, and that team
conferences are held at least every two
weeks to determine the appropriate-
ness of treatment.

(f) Have a director of rehabilitation
who—

(1) Provides services to the unit and
to its inpatients for at least 20 hours
per week;

(2) Is a doctor of medicine or osteop-
athy;

(3) Is licensed under State law to
practice medicine or surgery; and

(4) Has had, after completing a one-
year hospital internship, at least two
years of training or experience in the
medical management of inpatients re-
quiring rehabilitation services.

[60 FR 12741, Mar. 29, 1985, as amended at 57
FR 39821, Sept. 1, 1992; 59 FR 45397, 45400,
Sept. 1, 1994; 60 FR 456847, Sept. 1, 1995; 66 FR
41387, Aug. 7, 2001; 68 FR 45699, Aug. 1, 2003; 69
FR 66976, Nov. 15, 2004]

§412.30 Exclusion of new rehabilita-
tion units and expansion of units al-
ready excluded.

(a) Bed capacity in units. A decrease
in bed capacity must remain in effect
for at least a full 12-month cost report-
ing period before an equal or lesser
number of beds can be added to the
hospital’s licensure and certification
and considered ‘‘new’’ under paragraph
(b) of this section. Thus, when a hos-
pital seeks to establish a new unit
under the criteria under paragraph (b)
of this section, or to enlarge an exist-
ing unit under the criteria under para-
graph (d) of this section, the regional
office will review its records on the fa-
cility to determine whether any beds
have been delicensed and decertified
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during the 12-month cost reporting pe-
riod before the period for which the
hospital seeks to add the beds. To the
extent bed capacity was removed from
the hospital’s licensure and certifi-
cation during that period, that amount
of bed capacity may not be considered
“new”” under paragraph (b) of this sec-
tion.

(b) New wunits. (1) A hospital unit is
considered a new unit if the hospital—

(i) Has not previously sought exclu-
sion for any rehabilitation unit; and

(ii) Has obtained approval, under
State licensure and Medicare certifi-
cation, for an increase in its hospital
bed capacity that is greater than 50
percent of the number of beds in the
unit.

(2) A hospital that seeks exclusion of
a new rehabilitation unit may provide
a written certification that the inpa-
tient population the hospital intends
the unit to serve meets the require-
ments of §412.23(b)(2) instead of show-
ing that the unit has treated such a
population during the hospital’s most
recent cost reporting period.

(3) The written certification de-
scribed in paragraph (b)(2) of this sec-
tion is effective for the first full cost
reporting period during which the unit
is used to provide hospital inpatient
care.

(4) If a hospital that has not pre-
viously participated in the Medicare
program seeks exclusion of a rehabili-
tation unit, it may designate certain
beds as a new rehabilitation unit for
the first full 12-month cost reporting
period that occurs after it becomes a
Medicare-participating hospital. The
written certification described in para-
graph (b)(2) of this section also is effec-
tive for any cost reporting period of
not less than 1 month and not more
than 11 months occurring between the
date the hospital began participating
in Medicare and the start of the hos-
pital’s regular 12-month cost reporting
period.

(5) A hospital that has undergone a
change of ownership or leasing as de-
fined in §489.18 of this chapter is not
considered to have participated pre-
viously in the Medicare program.

(c) Converted units. A hospital unit is
considered a converted unit if it does
not qualify as a new unit under para-
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graph (a) of this section. A converted
unit must have treated, for the hos-
pital’s most recent, consecutive, and
appropriate 12-month time period (as
defined by CMS or the fiscal inter-
mediary), an inpatient population
meeting the requirements of
§412.23(b)(2).

(d) Expansion of excluded rehabilitation
units.—(1) New bed capacity. The beds
that a hospital seeks to add to its ex-
cluded rehabilitation unit are consid-
ered new beds only if—

(i) The hospital’s State-licensed and
Medicare-certified bed capacity in-
creases at the start of the cost report-
ing period for which the hospital seeks
to increase the size of its excluded re-
habilitation unit, or at any time after
the start of the preceding cost report-
ing period; and

(ii) The hospital has obtained ap-
proval, under State licensure and Medi-
care certification, for an increase in its
hospital bed capacity that is greater
than 50 percent of the number of beds
it seeks to add to the unit.

(2) Conversion of existing bed capacity.
(i) Bed capacity is considered to be ex-
isting bed capacity if it does not meet
the definition of new bed capacity
under paragraph (d)(1) of this section.

(ii) A hospital may increase the size
of its excluded rehabilitation unit
through the conversion of existing bed
capacity only if it shows that, for the
hospital’s most recent, consecutive,
and appropriate 12-month time period
(as defined by CMS or the fiscal inter-
mediary), the beds have been used to
treat an inpatient population meeting
the requirements of §412.23(b)(2).

(e) Retroactive adjustments for certain
units. For cost reporting periods begin-
ning on or after October 1, 1991, if a
hospital has a new rehabilitation unit
excluded from the prospective payment
systems for a cost reporting period
under paragraph (a) of this section or
expands an existing rehabilitation unit
under paragraph (c) of this section, but
the inpatient population actually
treated in the new unit or the beds
added to the existing unit during that
cost reporting period does not meet the
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requirements in §412.23(b)(2), CMS ad-
justs payments to the hospital retro-
actively in accordance with the provi-
sions in §412.130 of this part.

[60 FR 12741, Mar. 29, 1985, as amended at 56
FR 43420, Aug. 30, 1991; 57 FR 39821, Sept. 1,
1992; 59 FR 45400, Sept. 1, 1994; 60 FR 45847,
Sept. 1, 1995; 62 FR 46027, Aug. 29, 1997; 68 FR
45699, Aug. 1, 2003; 69 FR 25776, May 7, 2004]

Subpart C—Conditions for Pay-
ment Under the Prospective
Payment Systems for Inpatient
Operating Costs and Inpatient
Capital-Related Costs

§412.40 General requirements.

(a) A hospital must meet the condi-
tions of this subpart to receive pay-
ment under the prospective payment
systems for inpatient hospital services
furnished to Medicare beneficiaries.

(b) If a hospital fails to comply fully
with these conditions with respect to
inpatient hospital services furnished to
one or more Medicare beneficiaries,
CMS may, as appropriate—

(1) Withhold Medicare payment (in
full or in part) to the hospital until the
hospital provides adequate assurances
of compliance; or

(2) Terminate the hospital’s provider
agreement.

[60 FR 12741, Mar. 29, 1985, as amended at 57
FR 39821, Sept. 1, 1992]

§412.42 Limitations on
beneficiaries.

charges to

(a) Prohibited charges. A hospital may
not charge a beneficiary for any serv-
ices for which payment is made by
Medicare, even if the hospital’s costs of
furnishing services to that beneficiary
are greater than the amount the hos-
pital is paid under the prospective pay-
ment systems.

(b) Permitted charges—Stay covered. A
hospital receiving payment under the
prospective payment systems for a cov-
ered hospital stay (that is, a stay that
includes at least one covered day) may
charge the Medicare beneficiary or
other person only for the following:

(1) The applicable deductible and co-
insurance amounts under §§409.82,
409.83, and 409.87 of this chapter.

(2) Noncovered items and services,
furnished at any time during a covered
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stay, unless they are excluded from
coverage only on the basis of the fol-
lowing:

(i) The exclusion of custodial care
under §405.310(g) of this chapter (see
paragraph (c) of this section for when
charges may be made for custodial
care).

(ii) The exclusion of medically unnec-
essary items and services under
§405.310(k) of this chapter (see para-
graphs (c) and (d) of this section for
when charges may be made for medi-
cally unnecessary items and services).

(iii) The exclusion under §405.310(m)
of this chapter of nonphysician services
furnished to hospital inpatients by
other than the hospital or a provider or
supplier under arrangements made by
the hospital.

(iv) The exclusion of items and serv-
ices furnished when the patient is not
entitled to Medicare Part A benefits
under subpart A of part 406 of this
chapter (see paragraph (e) of this sec-
tion for when charges may be made for
items and services furnished when the
patient is not entitled to benefits).

(v) The exclusion of items and serv-
ices furnished after Medicare Part A
benefits are exhausted under §409.61 of
this chapter (see paragraph (e) of this
section for when charges may be made
for items and services furnished after
benefits are exhausted).

(c) Custodial care and medically unnec-
essary inpatient hospital care. A hospital
may charge a beneficiary for services
excluded from coverage on the basis of
§411.15(g) of this chapter (custodial
care) or §411.15(k) of this chapter
(medically unnecessary services) and
furnished by the hospital after all of
the following conditions have been
met:

(1) The hospital (acting directly or
through its utilization review com-
mittee) determines that the bene-
ficiary no longer requires inpatient
hospital care. (The phrase ‘‘inpatient
hospital care’ includes cases where a
beneficiary needs a SNF level of care,
but, under Medicare criteria, a SNF-
level bed is not available. This also
means that a hospital may find that a
patient awaiting SNF placement no
longer requires inpatient hospital care
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