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Federal rate, as described in § 412.523, 
with no transition payments, as de-
scribed in § 412.533(a)(1) through (a)(5). 

§ 412.534 Special payment provisions 
for long-term care hospitals within 
hospitals and satellites of long-term 
care hospitals. 

(a) Scope. The policies set forth in 
this section apply to discharges occur-
ring in cost reporting periods begin-
ning on or after October 1, 2004 from 
long-term care hospitals as described 
in § 412.23(e)(2)(i) meeting the criteria 
in § 412.22(e)(2), or satellite facilities of 
long-term care hospitals that meet the 
criteria in § 412.22(h). 

(b) Patients admitted from hospitals not 
located in the same building or on the 
same campus as the long-term care hos-
pital. Payments to the long-term care 
hospital for patients admitted to the 
long-term hospital or to a satellite of 
the long-term care hospital from an-
other hospital that is not the co-lo-
cated hospital are made under the rules 
in this subpart with no adjustment 
under this section. 

(c) Patients admitted from the hospital 
located in the same building or on the 
same campus as the long-term care hos-
pital or satellite facility. Payments to 
the long-term care hospital for pa-
tients admitted to it or to its satellite 
facility from the co-located hospital 
will be made under either paragraph 
(c)(1) or paragraph (c)(2) of this section. 

(1) Except as provided in paragraph 
(g) of this section, for any cost report-
ing period beginning on or after Octo-
ber 1, 2004 in which the long-term care 
hospital or its satellite facility has a 
discharged Medicare inpatient popu-
lation of whom no more than 25 per-
cent were admitted to the hospital or 
its satellite facility from the co-lo-
cated hospital, payments are made 
under the rules at § 412.500 through 
§ 412.541 in this subpart with no adjust-
ment under this section. 

(2) Except as provided in paragraph 
(d), (e), or (g) of this section, for any 
cost reporting period beginning on or 
after October 1, 2004 in which the long- 
term care hospital or satellite facility 
has a discharged Medicare inpatient 
population of whom more than 25 per-
cent were admitted to the hospital or 
satellite facility from the co-located 

hospital, payments for the patients 
who are admitted from the co-located 
hospital and who cause the long-term 
care hospital or satellite facility to ex-
ceed the 25 percent threshold for dis-
charged patients who have been admit-
ted from the co-located hospital are 
the lesser of the amount otherwise pay-
able under this subpart or the amount 
payable under this subpart that is 
equivalent, as set forth in paragraph (f) 
of this section, to the amount that 
would be determined under the rules at 
Subpart A, § 412.1(a). Payments for the 
remainder of the long-term care hos-
pital’s or satellite facility’s patients 
are made under the rules in this sub-
part at § 412.500 through § 412.541 with 
no adjustment under this section. 

(3) In determining the percentage of 
patients admitted to the long-term 
care or satellite facility from the co-lo-
cated hospital under paragraphs (c)(1) 
and (c)(2) of this section, patients on 
whose behalf an outlier payment was 
made to the co-located hospital are not 
counted towards the 25 percent thresh-
old. 

(d) Special treatment of rural hospitals. 
(1) Subject to paragraph (g) of this sec-
tion, in the case of a long-term care 
hospital or satellite facility that is lo-
cated in a rural area as defined in 
§ 412.64(b)(1)(ii)(C) and is co-located 
with another hospital for any cost re-
porting period beginning on or after 
October 1, 2004 in which the long-term 
care hospital or satellite facility has a 
discharged Medicare inpatient popu-
lation of whom more than 50 percent 
were admitted to the long-term care 
hospital or satellite facility from the 
co-located hospital, payments for the 
patients who are admitted from the co- 
located hospital and who cause the 
long-term care hospital or satellite fa-
cility to exceed the 50 percent thresh-
old for discharged patients who were 
admitted from the co-located hospital 
are the lesser of the amount otherwise 
payable under this subpart or the 
amount payable under this subpart 
that is equivalent, as set forth in para-
graph (f) of this section, to the amount 
that were otherwise payable under sub-
part A, § 412.1(a). Payments for the re-
mainder of the long-term care hos-
pital’s or satellite facility’s patients 
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are made under the rules in this sub-
part at § 412.500 through § 412.541 with 
no adjustment under this section. 

(2) In determining the percentage of 
patients admitted from the co-located 
hospital under paragraph (d)(1) of this 
section, patients on whose behalf 
outlier payment was made at the co-lo-
cated hospital are not counted toward 
the 50 percent threshold. 

(e) Special treatment of urban single or 
MSA dominant hospitals. (1) Subject to 
paragraph (g) of this section, in the 
case of a long-term care hospital or 
satellite facility that is co-located 
with the only other hospital in the 
MSA or with a MSA dominant hospital 
as defined in paragraph (e)(4) of this 
section, for any cost reporting period 
beginning on or after October 1, 2004 in 
which the long-term care hospital or 
satellite facility has a discharged 
Medicare inpatient population of whom 
more than the percentage calculated 
under paragraph (e)(2) of this section 
were admitted to the hospital from the 
co-located hospital, payments for the 
patients who are admitted from the co- 
located hospital and who cause the 
long-term care hospital to exceed the 
applicable threshold for discharged pa-
tients who have been admitted from 
the co-located hospital are the lesser of 
the amount otherwise payable under 
this subpart or the amount under this 
subpart that is equivalent, as set forth 
in paragraph (f) of this section, to the 
amount that otherwise would be deter-
mined under Subpart A, § 412.1(a). Pay-
ments for the remainder of the long- 
term care hospital’s or satellite facili-
ty’s patients are made under the rules 
in this subpart with no adjustment 
under this section. 

(2) For purposes of paragraph (e)(1) of 
this section, the percentage used is the 
percentage of total Medicare dis-
charges in the Metropolitan Statistical 
Area in which the hospital is located 
that are from the co-located hospital 
for the cost reporting period for which 
the adjustment was made, but in no 
case is less than 25 percent or more 
than 50 percent. 

(3) In determining the percentage of 
patients admitted from the co-located 
hospital under paragraph (e)(1) of this 
section, patients on whose behalf 
outlier payment was made at the co-lo-

cated hospital are not counted toward 
the applicable threshold. 

(4) For purposes of this paragraph, an 
‘‘MSA-dominant hospital’’ is a hospital 
that has discharged more than 25 per-
cent of the total hospital Medicare dis-
charges in the MSA in which the hos-
pital is located. 

(f) Calculation of rates. (1) Calculation 
of LTCH prospective payment system 
amount. CMS calculates an amount 
payable under subpart O equivalent to 
an amount that would otherwise be 
paid under the hospital inpatient pro-
spective payment system based on the 
sum of the applicable hospital inpa-
tient prospective payment system op-
erating standardized amount and cap-
ital Federal rate in effect at the time 
of the LTCH discharge. 

(2) Operating inpatient prospective pay-
ment system standardized amount. The 
hospital inpatient prospective payment 
system operating standardized 
amount— 

(i) Is adjusted for the applicable hos-
pital inpatient prospective payment 
system DRG weighting factors; 

(ii) Is adjusted for different area 
wage levels based on the geographic 
classifications set forth at 
§ 412.64(b)(1)(ii)(A) through (C) and the 
applicable hospital inpatient prospec-
tive payment system labor-related 
share, using the applicable hospital in-
patient prospective payment system 
wage index value for non-reclassified 
hospitals. For LTCHs located in Alaska 
and Hawaii, this amount is also ad-
justed by the applicable hospital inpa-
tient prospective payment system cost 
of living adjustment factors; 

(iii) Includes, where applicable, ad-
justments for indirect medical edu-
cation costs and the costs of serving a 
disproportionate share of low-income 
patients. 

(3) Hospital inpatient prospective pay-
ment system capital Federal rate. The 
hospital inpatient prospective payment 
system capital Federal rate— 

(i) Is adjusted for the applicable hos-
pital inpatient prospective payment 
system DRG weighting factors; 

(ii) Is adjusted by the applicable geo-
graphic adjustment factors, including 
local cost variation based on the appli-
cable geographic classifications set 
forth at § 412.64(b)(1)(ii)(A) through (C) 
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and the applicable full hospital inpa-
tient prospective payment system wage 
index value for non-reclassified hos-
pitals, applicable large urban location 
and cost of living adjustment factors 
for LTCHs for Alaska and Hawaii, if ap-
plicable; 

(iii) Includes, where applicable, cap-
ital inpatient prospective payment sys-
tem adjustments for indirect medical 
education costs and the costs of serv-
ing a disproportionate share of low-in-
come patients. 

(4) High cost outlier. An additional 
payment for high cost outlier cases is 
based on the fixed loss amount estab-
lished for the hospital inpatient pro-
spective payment system. 

(g) Transition period for long-term care 
hospitals and satellite facilities paid 
under this subpart. In the case of a long- 
term care hospital or a satellite facil-
ity that is paid under the provisions of 
this Subpart O of Part 412 on October 1, 
2004 or of a hospital that is paid under 
the provisions of this Subpart O on Oc-
tober 1, 2005 and whose qualifying pe-
riod under § 412.23(e) began on or before 
October 1, 2004, the amount paid is cal-
culated as specified below: 

(1) For each discharge during the 
first cost reporting period beginning on 
or after October 1, 2004, and before Oc-
tober 1, 2005, the amount paid is the 
amount payable under this subpart 
with no adjustment under this section 
but the hospital may not exceed the 
percentage of patients admitted from 
the host during its FY 2004 cost report-
ing period. 

(2) For each discharge during the cost 
reporting period beginning on or after 
October 1, 2005, and before October 1, 
2006, the percentage that may be ad-
mitted from the host with no payment 
adjustment may not exceed the lesser 
of the percentage of patients admitted 
from the host during its FY 2004 cost 
reporting period or 75 percent. 

(3) For each discharge during the cost 
reporting period beginning on or after 
October 1, 2006, and before October 1, 
2007, the percentage that may be ad-
mitted from the host with no payment 
adjustment may not exceed the lesser 
of the percentage of patients admitted 
from the host during its FY 2004 cost 
reporting period or 50 percent. 

(4) For each discharge during cost re-
porting periods beginning on or after 
October 1, 2007, the percentage that 
may be admitted from the host with no 
payment adjustment may not exceed 25 
percent or the applicable percentage 
determined under paragraph (d) or (e) 
of this section. 

[69 FR 49251, Aug. 11, 2004, as amended at 69 
FR 78529, Dec. 30, 2004; 71 FR 27900, May 12, 
2006] 

§ 412.535 Publication of the Federal 
prospective payment rates. 

CMS publishes information per-
taining to the long-term care hospital 
prospective payment system effective 
for each annual update in the FEDERAL 
REGISTER. 

(a) Information on the unadjusted 
Federal payment rates and a descrip-
tion of the methodology and data used 
to calculate the payment rates are pub-
lished on or before May 1 prior to the 
start of each long-term care hospital 
prospective payment system rate year 
which begins July 1, unless for good 
cause it is published after May 1, but 
before June 1. 

(b) Information on the LTC-DRG 
classification and associated weighting 
factors is published on or before Au-
gust 1 prior to the beginning of each 
Federal fiscal year. 

[68 FR 34163, June 6, 2003] 

§ 412.541 Method of payment under 
the long-term care hospital prospec-
tive payment system. 

(a) General rule. Subject to the excep-
tions in paragraphs (b) and (c) of this 
section, long-term care hospitals re-
ceive payment under this subpart for 
inpatient operating costs and capital- 
related costs for each discharge only 
following submission of a discharge 
bill. 

(b) Periodic interim payments—(1) Cri-
teria for receiving periodic interim pay-
ments. (i) A long-term care hospital re-
ceiving payment under this subpart 
may receive periodic interim payments 
(PIP) for Part A services under the PIP 
method subject to the provisions of 
§ 413.64(h) of this subchapter. 

(ii) To be approved for PIP, the long- 
term care hospital must meet the 
qualifying requirements in § 413.64(h)(3) 
of this subchapter. 
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