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specified in §412.1(a)(3), as a new reha-
bilitation unit for a cost reporting pe-
riod beginning on or after October 1,
1991, based on a certification under
§412.30(a) regarding the inpatient popu-
lation the hospital planned to treat in
that unit during the period, if the inpa-
tient population actually treated in
the unit during that cost reporting pe-
riod did not meet the requirements of
§412.23(b)(2).

(3) A hospital that added new beds to
its existing rehabilitation unit for a
cost reporting period beginning on or
after October 1, 1991 based on a certifi-
cation under §412.30(c) regarding the
inpatient population the hospital
planned to treat in these new beds dur-
ing that cost reporting period, if the
inpatient population actually treated
in the new beds during that cost re-
porting period did not meet the re-
quirements of §412.23(b)(2).

(b) Adjustment of payment. (1) For cost
reporting periods beginning before Jan-
uary 1, 2002, the intermediary adjusts
the payment to the hospitals described
in paragraph (a) of this section as fol-
lows:

(i) The intermediary calculates the
difference between the amounts actu-
ally paid during the cost reporting pe-
riod for which the hospital, unit, or
beds were first excluded as a new hos-
pital, new unit, or newly added beds
under subpart B of this part, and the
amount that would have been paid
under the prospective payment systems
specified in §412.1(a)(1) for services fur-
nished during that period.

(ii) The intermediary makes a retro-
active adjustment for the difference be-
tween the amount paid to the hospital
based on the exclusion and the amount
that would have been paid under the
prospective payment systems specified
in §412.1(a)(1).

(2) For cost reporting periods begin-
ning on or after January 1, 2002, the
intermediary adjusts the payment to
the hospitals described in paragraph (a)
of this section as follows:

(i) The intermediary calculates the
difference between the amounts actu-
ally paid under subpart P of this part
during the cost reporting period for
which the hospital, unit, or beds were
first classified as a new hospital, new
unit, or newly added beds under sub-

§412.204

part B of this part, and the amount
that would have been paid under the
prospective payment systems specified
in §412.1(a)(1) for services furnished
during that period.

(ii) The intermediary makes a retro-
active adjustment for the difference be-
tween the amount paid to the hospital
under subpart P of this part and the
amount that would have been paid
under the prospective payment systems
specified in §412.1(a)(1).

[66 FR 43241, Aug. 30, 1991, as amended at 57
FR 39825, Sept. 1, 1992; 59 FR 45400, Sept. 1,
1994; 60 FR 45848, Sept. 1, 1995; 66 FR 41387,
Aug. 7, 2001; 70 FR 66977, Nov. 15, 2005]

Subparts I-J [Reserved]

Subpart K—Prospective Payment
System for Inpatient Oper-
ating Costs for Hospitals Lo-
cated in Puerto Rico

SOURCE: 52 FR 33058, Sept. 1, 1987, unless
otherwise noted.

§412.200 General provisions.

Beginning with discharges occurring
on or after October 1, 1987, hospitals lo-
cated in Puerto Rico are subject to the
rules governing the prospective pay-
ment system for inpatient operating
costs. Except as provided in this sub-
part, the provisions of subparts A, B, C,
F, G, and H of this part apply to hos-
pitals located in Puerto Rico. Except
for §412.60, which deals with DRG clas-
sification and weighting factors, the
provisions of subparts D and E, which
describe the methodology used to de-
termine prospective payment rates for
inpatient operating costs for hospitals,
do not apply to hospitals located in
Puerto Rico. Instead, the methodology
for determining prospective payment
rates for inpatient operating costs for
these hospitals is set forth in §§412.204
through 412.212.

[57 FR 39825, Sept. 1, 1992]

§412.204 Payment to hospitals located
in Puerto Rico.

(a) FY 1988 through FY 1997. For dis-
charges occurring on or after October
1, 1987 and before October 1, 1997, pay-
ments for inpatient operating costs to
hospitals located in Puerto Rico that
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§412.208

are paid under the prospective payment
system are equal to the sum of—

(1) 75 percent of the Puerto Rico pro-
spective payment rate for inpatient op-
erating costs, as determined under
§412.208 or §412.210; and

(2) 256 percent of a national prospec-
tive payment rate for inpatient oper-
ating costs, as determined under
§412.212.

(b) FY 1998 through March 31, 2004. For
discharges occurring on or after Octo-
ber 1, 1997 and before April 1, 2004, pay-
ments for inpatient operating costs to
hospitals located in Puerto Rico that
are paid under the prospective payment
system are equal to the sum of—

(1) 50 percent of the Puerto Rico pro-
spective payment rate for inpatient op-
erating costs, as determined under
§412.208 or §412.210; and

(2) 50 percent of a national prospec-
tive payment rate for inpatient oper-
ating costs, as determined under
§412.212.

(c) Period of April 1, 2004 through Sep-
tember 31, 2004. For discharges occur-
ring on or after April 1, 2004 and before
October 1, 2004, payment for inpatient
operating costs to hospitals located in
Puerto Rico that are paid under the
prospective payment system are equal
to the sum of—

(1) 37.5 percent of the Puerto Rico
prospective payment rate for inpatient
operating costs, as determined under
§412.208 or §412.210; and

(2) 62.5 percent of the national pro-
spective payment rate for inpatient op-
erating costs, as determined under
§412.212.

(d) FY 2005 and thereafter. For dis-
charges occurring on or after October
1, 2004, payments for inpatient oper-
ating costs to hospitals located in
Puerto Rico that are paid under the
prospective payment system are equal
to the sum of—

(1) 25 percent of the Puerto Rico pro-
spective payment rate for inpatient op-
erating costs, as determined under
§412.208 or §412.211; and

(2) 75 percent of a national prospec-
tive payment rate for inpatient oper-
ating costs, as determined under
§412.212.

[62 FR 46030, Aug. 29, 1997, as amended at 69
FR 49247, Aug. 11, 2004]

42 CFR Ch. IV (10-1-06 Edition)

§412.208 Puerto Rico rates for Federal
fiscal year 1988.

(a) General rule. CMS determines the
Puerto Rico adjusted DRG prospective
payment rate for inpatient operating
costs for each inpatient hospital dis-
charge occurring in Federal fiscal year
1988 for a prospective payment hos-
pital. These rates are determined as de-
scribed in paragraphs (b) through (i) of
this section.

(b) Determining target amounts. For
each hospital subject to the prospec-
tive payment system for inpatient op-
erating costs, CMS determines the
Medicare target amount, as described
in §413.40(c) of this chapter, for the
hospital’s cost reporting period begin-
ning in fiscal year 1987. Revisions in
the target amounts made subsequent
to establishment of the standardized
amounts under paragraph (d) of this
section do not affect the standardized
amounts.

(c) Updating the target amounts for fis-
cal year 1988. CMS updates each target
amount determined under paragraph
(b) of this section for fiscal year 1988 by
prorating the applicable percentage in-
crease (as defined in §412.63(f) of this
chapter) for fiscal year 1988 to the mid-
point of fiscal year 1988 (April 1, 1988).

(d) Standardizing amounts. CMS stand-
ardizes the amount updated under
paragraph (c) of this section for each
hospital by—

(1) Adjusting for variations in case
mix among hospitals;

(2) Excluding an estimate of indirect
medical education costs;

(3) Adjusting for area variations in
hospital wage levels; and

(4) Excluding an estimate of the pay-
ments for hospitals that serve a dis-
proportionate share of low-income pa-
tients.

(e) Computing urban and rural aver-
ages. CMS computes separate dis-
charge-weighted averages of the stand-
ardized amounts determined under
paragraph (d) of this section for urban
and rural hospitals in Puerto Rico.

(f) Geographic classification. (1) For
purposes of this paragraph (e) of this
section, the following definitions
apply:

(i) The term urban area means a Met-
ropolitan Statistical Area (MSA), as
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