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any inpatient psychiatric facility with-
in 3 consecutive calendar days fol-
lowing discharge. The 3 consecutive
calendar days begins with the day of
discharge from the inpatient psy-
chiatric facility and ends on midnight
of the third day.

New graduate medical education pro-
gram means a medical education pro-
gram that receives initial accredita-
tion by the appropriate accrediting
body or begins training residents on or
after November 15, 2004.

Outlier payment means an additional
payment beyond the Federal per diem
payment amount for cases with unusu-
ally high costs.

Principal diagnosis means the condi-
tion established after study to be chief-
ly responsible for occasioning the ad-
mission of the patient to the inpatient
psychiatric facility also referred to as
primary diagnosis. Principal diagnosis
is also referred to as primary diagnosis.

Qualifying emergency department
means an emergency department that
is staffed and equipped to furnish a
comprehensive array of emergency
services and meeting the definitions of
a dedicated emergency department as
specified in §489.24(b) of this chapter
and the definition of ‘“‘provider-based
status’ as specified in §413.65 of this
chapter.

Rural area means for cost reporting
periods beginning January 1, 2005, with
respect to discharges occurring during
the period covered by such cost reports
but before July 1, 2006, an area as de-
fined in §412.62(f)(1)(iii). For discharges
occurring on or after July 1, 2006, rural
area means an area as defined in
§412.64(b)(1)(ii)(C).

Urban area means for cost reporting
periods beginning on or after January
1, 2005, with respect to discharges oc-
curring during the period covered by
such cost reports but before July 1,
2006, an area as defined in
§412.62(f)(1)(ii). For discharges occur-
ring on or after July 1, 2006, urban area
means an area as defined in
§412.64(b)(1)({i)(A) and
§412.64(b)(1)({i)(B).

[69 FR 66977, Nov. 15, 2004; 70 FR 19728, Apr.

1, 2005, as amended at 71 FR 27086, May 9,
2006]

§412.404

§412.404 Conditions for payment
under the prospective payment sys-
tem for inpatient hospital services
of psychiatric facilities.

(a) General requirements. (1) Effective
for cost reporting periods beginning on
or after January 1, 2005, an inpatient
psychiatric facility must meet the con-
ditions of this section to receive pay-
ment under the prospective payment
system described in this subpart for in-
patient hospital services furnished in
to Medicare Part A fee-for-service
beneficiaries.

(2) If an inpatient psychiatric facility
fails to comply fully with these condi-
tions, CMS may, as appropriate—

(i) Withhold (in full or in part) or re-
duce Medicare payment to the inpa-
tient psychiatric facility until the fa-
cility provides adequate assurances of
compliance; or

(ii) Classify the inpatient psychiatric
facility as an inpatient hospital that is
subject to the conditions of subpart C
of this part and is paid under the pro-
spective payment system as specified
in §412.1(a)(1).

(b) Inpatient psychiatric facilities sub-
ject to the prospective payment system.
Subject to the special payment provi-
sions of §412.22(c), an inpatient psy-
chiatric facility must meet the general
criteria set forth in §412.22. In order to
be excluded from the hospital inpatient
prospective payment system as speci-
fied in §412.1(a)(1), a psychiatric hos-
pital must meet the criteria set forth
in §412.23(a), §482.60, §482.61, and §482.62
and psychiatric units must meet the
criteria set forth in §412.25 and §412.27.

(c) Limitations on charges to bene-
ficiaries—(1) Prohibited charges. Except
as permitted in paragraph (c)(2) of this
section, an inpatient psychiatric facil-
ity may not charge a beneficiary for
any services for which payment is
made by Medicare, even if the facility’s
cost of furnishing services to that ben-
eficiary are greater than the amount
the facility is paid under the prospec-
tive payment system.

(2) Permitted charges. An inpatient
psychiatric facility receiving payment
under this subpart for a covered hos-
pital stay (that is, a stay that included
at least one covered day) may charge
the Medicare beneficiary or other per-
son only the applicable deductible and
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§412.422

coinsurance amounts under §409.82,
§409.83, and §409.87 of this chapter and
for items or services as specified under
§489.20(a) of this chapter.

(d) Furnishing of inpatient hospital
services directly or under arrangement. (1)
Subject to the provisions of §412.422,
the applicable payments made under
this subpart are payment in full for all
inpatient hospital services, as specified
in §409.10 of this chapter. Hospital in-
patient services do not include the fol-
lowing:

(i) Physicians’ services that meet the
requirements of §415.102(a) of this chap-
ter for payment on a fee schedule basis.

(ii) Physician assistant services, as
specified in section 1861(s)(2)(K)(i) of
the Act.

(iii) Nurse practitioners and clinical
nurse specialist services, as specified in
section 1861(s)(2)(K)(ii) of the Act.

(iv) Certified nurse midwife services,
as specified in section 1861(gg) of the
Act.

(v) Qualified psychologist services, as
specified in section 1861(ii) of the Act.

(vi) Services of a certified registered
nurse anesthetist, as specified in sec-
tion 1861(bb) of the Act and defined in
§410.69 of this subchapter.

(2) CMS does not pay providers or
suppliers other than inpatient psy-
chiatric facilities for services furnished
to a Medicare beneficiary who is an in-
patient of the inpatient psychiatric fa-
cility, except for services described in
paragraphs (d)(1)(i) through (d)(1)(vi) of
this section

(3) The inpatient psychiatric facility
must furnish all necessary covered
services to a Medicare beneficiary who
is an inpatient of the inpatient psy-
chiatric facility, either directly or
under arrangements (as specified in
§409.3 of this chapter).

(e) Reporting and recordkeeping re-
quirements. All inpatient psychiatric fa-
cilities participating in the prospective
payment system under this subpart
must meet the recordkeeping and cost
reporting requirements as specified in
§412.27(c), §413.20, §413.24, and §482.61 of
this chapter.

§412.422 Basis of payment.

(a) Method of Payment. (1) Under the
inpatient psychiatric facility prospec-
tive payment system, inpatient psy-

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

chiatric facilities receive a predeter-
mined Federal per diem base rate for
inpatient hospital services furnished to
Medicare Part A fee-for-service bene-
ficiaries.

(2) The Federal per diem payment
amount is based on the Federal per
diem base rate plus applicable adjust-
ments as specified in §412.424.

(3) During the transition period, pay-
ment is based on a blend of the Federal
per diem payment amount as specified
in §412.424, and the facility-specific
payment rate as specified in §412.426.

(b) Payment in full. (1) The payment
made under this subpart represents
payment in full (subject to applicable
deductibles and coinsurance as speci-
fied in subpart G of part 409 of this
chapter) for inpatient operating and
capital-related costs associated with
furnishing Medicare covered services in
an inpatient psychiatric facility, but
not the cost of an approved medical
education program as specified in
§413.75 through §413.85 of this chapter.

(2) In addition to the Federal per
diem payment amounts, inpatient psy-
chiatric facilities receive payment for
bad debts of Medicare beneficiaries, as
specified in §413.80 of this chapter.

[69 FR 66977, Nov. 15, 2004; 70 FR 19728, Apr.
1, 2005]

§412.424 Methodology for calculating
the Federal per diem payment
amount.

(a) Data sources. (1) To calculate the
Federal per diem base rate (as specified
in paragraph (b) of this section for in-
patient psychiatric facilities, as speci-
fied in paragraph (b) of this section,
CMS uses the following data sources:

(2) The best Medicare data available
to estimate the average inpatient oper-
ating and capital-related costs per day
made as specified in part 413 of this
chapter.

(i) Patient and facility cost report
data capturing routine and ancillary
costs.

(ii) An appropriate wage index to ad-
just for wage differences.

(iii) An increase factor to adjust for
the most recent estimate of increases
in the prices of an appropriate market
basket of goods and services provided
by inpatient psychiatric facilities.
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