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subpart L of this part, effective for dis-
charges occurring on or after October
1, 2004.

(2) CMS will assign a rural referral
center that meets the conditions of
paragraph (j)(1) of this section the
wage index value of the MSA to which
it was reclassified by the MGCRB in
FY 2004. The wage index assignment is
applicable for discharges occurring
during the 3-year period beginning Oc-
tober 1, 2004 and ending September 30,
2007.

(k) Midyear corrections to the wage
index.

(1) CMS makes a midyear correction
to the wage index for an area only if a
hospital can show that—

(i) The intermediary or CMS made an
error in tabulating its data; and

(ii) The hospital could not have
known about the error, or did not have
the opportunity to correct the error,
before the beginning of the Federal fis-
cal year.

(2)(1) Except as provided in paragraph
(k)(2)(ii) of this section, a midyear cor-
rection to the wage index is effective
prospectively from the date the change
is made to the wage index.

(ii) Effective October 1, 2005, a change
to the wage index may be made retro-
actively to the beginning of the Fed-
eral fiscal year, if, for the fiscal year in
question, CMS determines all of the
following—

(A) The fiscal intermediary or CMS
made an error in tabulating data used
for the wage index calculation;

(B) The hospital knew about the
error in its wage data and requested
the fiscal intermediary and CMS to
correct the error both within the estab-
lished schedule for requesting correc-
tions to the wage data (which is at
least before the beginning of the fiscal
year for the applicable update to the
hospital inpatient prospective payment
system) and using the established proc-
ess; and

(C) CMS agreed before October 1 that
the fiscal intermediary or CMS made
an error in tabulating the hospital’s
wage data and the wage index should
be corrected.

(1) Judicial decision. If a judicial deci-
sion reverses a CMS denial of a hos-
pital’s wage data revision request, CMS
pays the hospital by applying a revised

§412.71

wage index that reflects the revised
wage data as if CMS’s decision had
been favorable rather than unfavor-
able.

[69 FR 49242, Aug. 11, 2004, as amended at 70
FR 47485, Aug. 12, 2005]

Subpart E—Determination of Tran-
sition Period Payment Rates
for the Prospective Payment
System for Inpatient Oper-
ating Costs

§412.70 General description.

For discharges occurring on or after
April 1, 1988, and before October 1, 1996,
payments to a hospital are based on
the greater of the national average
standardized amount or the sum of 85
percent of the national average stand-
ardized amount and 15 percent of the
average standardized amount for the
region in which the hospital is located.

[67 FR 39822, Sept. 1, 1992, as amended at 58
FR 46338, Sept. 1, 1993]

§412.71 Determination of base-year in-
patient operating costs.

(a) Base-year costs. (1) For each hos-
pital, the intermediary will estimate
the hospital’s Medicare Part A allow-
able inpatient operating costs, as de-
scribed in §412.2(c), for the 12-month or
longer cost reporting period ending on
or after September 30, 1982 and before
September 30, 1983.

(2) If the hospital’s last cost report-
ing period ending before September 30,
1983 is for less than 12 months, the base
period will be the hospital’s most re-
cent 12-month or longer cost reporting
period ending before such short report-
ing period, with an appropriate adjust-
ment for inflation. (The rules applica-
ble to new hospitals are set forth in
§412.74.)

(b) Modifications to base-year costs.
Prior to determining the hospital-spe-
cific rate, the intermediary will adjust
the hospital’s estimated base-year in-
patient operating costs, as necessary,
to include malpractice insurance costs
in accordance with §413.53(a)(1)(i) of
this chapter, and exclude the following:

(1) Medical education costs as de-
scribed in §413.85 of this chapter.

(2) Capital-related costs as described
in §413.130 of this chapter.
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