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(A) 120 percent of the LTC-DRG spe-
cific per diem amount determined
under paragraph (d)(1) of this section;

(B) 120 percent of the estimated cost
of the case determined under paragraph
(d)(2) of this section; or

(C) The Federal prospective payment
for the LTC-DRG determined under
paragraph (d)(3) of this section.

(f) Reconciliation of short-stay outlier
payments. Payments are reconciled in
accordance with one of the following:

(1) Discharges occurring on or after Oc-
tober 1, 2002, and before August 8, 2003.
For discharges occurring on or after
October 1, 2002, and before August 8,
2003, no reconciliations are made to
short-stay outlier payments upon cost
report settlement to account for dif-
ferences between cost-to-charge ratio
and the actual cost-to-charge ratio of
the case.

(2) Discharges occurring on or after Au-
gust 8, 2003, and before October 1, 2006.
For discharges occurring on or after
August 8, 2003, and before October 1,
2006, short-stay outlier payments are
subject to the provisions of §412.84(i)(1),
(1)(3), and (i)(4) and (m) for adjustments
of cost-to-charge ratios.

(3) Discharges occurring on or after Oc-
tober 1, 2003, and before October 1, 2006.
For discharges occurring on or after
October 1, 2003, and before October 1,
2006, short-stay outlier payments are
subject to the provisions of §412.84(i)(2)
for adjustments to cost-to-charge ra-
tios.

(4) Discharges occurring on or after Oc-
tober 1, 2006. For discharges occurring
on or after October 1, 2006, short-stay
outlier payments are subject to the fol-
lowing provisions:

(i) CMS may specify an alternative to
the cost-to-charge ratio otherwise ap-
plicable under paragraph (f)(4)(ii) of
this section. A hospital may also re-
quest that its fiscal intermediary use a
different (higher or lower) cost-to-
charge ratio based on substantial evi-
dence presented by the hospital. This
request must be approved by the appro-
priate CMS Regional Office.

(ii) The cost-to-charge ratio applied
at the time a claim is processed is
based on either the most recent settled
cost report or the most recent ten-
tatively settled cost report, whichever
is from the latest cost reporting period.
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(iii) The fiscal intermediary may use
a statewide average cost-to-charge
ratio, which CMS establishes annually,
if it is unable to determine an accurate
cost-to-charge ratio for a hospital in
one of the following circumstances:

(A) A new hospital that has not yet
submitted its first Medicare cost re-
port. (For this purpose, a new hospital
is defined as an entity that has not ac-
cepted assignment of an existing hos-
pital’s provider agreement in accord-
ance with §489.18 of this chapter.)

(B) A hospital whose cost-to-charge
ratio is in excess of 3 standard devi-
ations above the corresponding na-
tional geometric mean. CMS estab-
lishes and publishes this mean annu-
ally.

(C) Any other hospital for which data
to calculate a cost-to-charge ratio are
not available.

(iv) Any reconciliation of outlier
payments is based on the cost-to-
charge ratio calculated based on a
ratio of costs to charges computed
from the relevant cost report and
charge data determined at the time the
cost report coinciding with the dis-
charge is settled.

(v) At the time of any reconciliation
under paragraph (f)(4)(iv) of this sec-
tion, outlier payments may be adjusted
to account for the time value of any
underpayments or overpayments. Any
adjustment is based upon a widely
available index to be established in ad-
vance by the Secretary, and is applied
from the midpoint of the cost reporting
period to the date of reconciliation.

[67 FR 56049, Aug. 30, 2002, as amended at 68
FR 34163, June 6, 2003; 68 FR 34515, June 9,
2003; 71 FR 27899, May 12, 2006; 71 FR 48141,
Aug. 18, 2006; 72 FR 26991, May 11, 2007; 73 FR
24880, May 6, 2008; 73 FR 26839, May 9, 2008; 75
FR 50416, Aug. 16, 2010]

§412.531 Special payment provisions
when an interruption of a stay oc-
curs in a long-term care hospital.

(a) Definitions—(1) A 3-day or less
interruption of stay defined. ‘A 3-day or
less interruption of stay’ means a stay
at a long-term care hospital during
which a Medicare inpatient is dis-
charged from the long-term care hos-
pital to an acute care hospital, IRF,
SNF, or the patient’s home and re-
admitted to the same long-term care
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hospital within 3 days of the discharge
from the long-term care hospital. The
3-day or less period begins with the
date of discharge from the long-term
care hospital and ends not later than
midnight of the third day.

(2) A greater than 3-day interruption of
stay defined. ‘‘A greater than 3-day or
less interruption of stay’ means A stay
in a long-term care hospital during
which a Medicare inpatient is dis-
charged from the long-term care hos-
pital to an acute care hospital, an IRF,
or a SNF for a period of greater than 3
days but within the applicable fixed-
day period specified in paragraphs
(a)(2)() through (a)(2)(iii) of this sec-
tion before being readmitted to the
same long-term care hospital.

(i) For a discharge to an acute care
hospital, the applicable fixed day pe-
riod is between 4 and 9 consecutive
days. The counting of the days begins
on the date of discharge from the long-
term care hospital and ends on the 9th
date after the discharge.

(ii) For a discharge to an IRF, the ap-
plicable fixed day period is between 4
and 27 consecutive days. The counting
of the days begins on the day of dis-
charge from the long-term care hos-
pital and ends on the 27th day after dis-
charge.

(iii) For a discharge to a SNF, the ap-
plicable fixed day period is between 4
and 45 consecutive days. The counting
of the days begins on the day of dis-
charge from the long-term care hos-
pital and ends on the 45th day after the
discharge.

(b) Methods of determining payments.
(1) For purposes of determining a Fed-
eral prospective payment—

(1) Determining the length of stay. In
determining the length of stay of a pa-
tient at a long-term care hospital for
payment purposes under this paragraph
(b)—

(A) Except as specified in paragraphs
(b)Q)A)B) and (b)(1)(I)(C) of this sec-
tion, the number of days that a bene-
ficiary spends away from the long-term
care hospital during a 3-day or less
interruption of stay under paragraph
(a)(1) of this section is not included in
determining the length of stay of the
patient at the long-term care hospital
when there is no outpatient or inpa-
tient medical treatment or care pro-
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vided at an acute care hospital or an
IRF, or SNF services during the inter-
ruption that is considered a covered
service delivered to the beneficiary.

(B) The number of days that a bene-
ficiary spends away from a long-term
care hospital during a 3-day or less
interruption of stay under paragraph
(a)(1) of this section are counted in de-
termining the length of stay of the pa-
tient at the long-term care hospital if
the beneficiary receives inpatient or
outpatient medical care or treatment
provided by an acute care hospital or
IRF, or SNF services during the inter-
ruption. In the case where these serv-
ices are provided during some, but not
all days of a 3-day or less interruption,
Medicare will include all days of the
interruption in the long-term care hos-
pitals day-count.

(C) Surgical DRG exception to the 3-
day or less interruption of stay policy.

(I) The number of days that a bene-
ficiary spends away from a long-term
care hospital during a 3-day or less
interruption of stay under paragraph
(a)(1) of this section during which the
beneficiary receives a  procedure
grouped to a surgical DRG under the
hospital inpatient prospective payment
system in an acute care hospital during
the 2005 and 2006 LTCH prospective
payment system rate years are not in-
cluded in determining the length of
stay of the patient at the long-term
care hospital.

(2) For discharges occurring on or
after July 1 2006, the number of days
that a beneficiary spends away from a
long-term care hospital during a 3-day
or less interruption of stay under para-
graph (a)(1) of this section during
which the beneficiary receives a proce-
dure grouped to a surgical DRG under
the hospital inpatient prospective pay-
ment system in an acute care hospital
are included in determining the length
of stay of the patient at the long-term
care hospital.

(D) The number of days that a bene-
ficiary spends away from a LTCH dur-
ing a greater than 3-day interruption of
stay, as defined in paragraph (a)(2) of
this section, is not included in deter-
mining the length of stay at the LTCH.

(ii) Determining how payment is made.
(A) Subject to the provisions of para-
graphs (b)(1)(ii)(A)(I) and (b)(1)({Ei1)(A)(2)
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of this section, for a 3-day or less inter-
ruption of stay under paragraph (a)(1)
of this section, the entire stay is paid
as a single discharge from the long-
term care hospital. CMS makes only
one LTC-DRG payment for all portions
of a long-term care stay.

(I) For a 3-day or less interruption of
stay under paragraph (a)(1) of this sec-
tion in which a long-term care hospital
discharges a patient to an acute care
hospital and the patient’s treatment
during the interruption is grouped into
a surgical DRG under the acute care
inpatient hospital prospective payment
system, for the LTCH 2005 and 2006 rate
years, CMS also makes a separate pay-
ment to the acute care hospital for the
surgical DRG discharge in accordance
with paragraph (b)(1)(i)(C) of this sec-
tion.

(2) For discharges occurring on or
after July 1, 2006, for a 3-day or less
interruption of stay under paragraph
(a)(1) of this section in which a long-
term care hospital discharges a patient
to an acute care hospital and the pa-
tient’s treatment during the interrup-
tion is grouped into a surgical DRG
under the acute care hospital inpatient
prospective payment system, the serv-
ices must be provided under arrange-
ments in accordance with §412.509(c).
CMS does not make a separate pay-
ment to the acute care hospital for the
surgical treatment. The LTC-DRG pay-
ment made to the long-term care hos-
pital is considered payment in full as
specified in §412.521(b).

(3) For a 3-day or less interruption of
stay under paragraph (a)(1) of this sec-
tion during which the patient receives
inpatient or outpatient treatment or
services at an acute care hospital or
IRF, or SNF services, that are not oth-
erwise excluded under §412.509(a), the
services must be provided under ar-
rangements in accordance with
§412.509(c). CMS does not make a sepa-
rate payment to the acute care hos-
pital, IRF, or SNF for these services.
The LTC-DRG payment made to the
long-term care hospital is considered
payment in full as specified in
§412.521(b).

(B) For a greater than 3-day interrup-
tion of stay under paragraph (a)(2) of
this section, CMS will make only one
LTC-DRG payment for all portions of a
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long-term care stay. CMS also sepa-
rately pays the acute care hospital, the
IRF, or the SNF in accordance with
their respective payment systems, as
specified in paragraph (c) of this sec-
tion.

(iii) Basis for the prospective payment.
Payment to the long-term care hos-
pital is based on the patient’s LTC-
DRG that is determined in accordance
with §412.513(b).

(2) If the total number of days of a
patient’s length of stay in a long-term
care hospital prior to and following a 3-
day or less interruption of stay under
paragraphs (b)(1)(i)(A), (B), or (C) of
this section or a greater than 3-day
interruption of stay under paragraph
(b)(1)(E)(D) of this section is up to and
including five-sixths of the geometric
average length of stay of the LTC-
DRG, CMS will make a Federal pro-
spective payment for a short-stay
outlier in accordance with §412.529(c).

(3) If the total number of days of a
patient’s length of stay in a long-term
care hospital prior to and following a 3-
day or less interruption of stay under
paragraphs (b)(1)({A)(A), (B), or (C) of
this section or a greater than 3-day
interruption of stay under paragraph
(b)(L)(A)(D) of this section exceeds five-
sixths of the geometric average length
of stay for the LTC-DRG, CMS will
make one full Federal LTC-DRG pro-
spective payment for the case. An addi-
tional payment will be made if the pa-
tient’s stay qualifies as a high-cost
outlier, as set forth in §412.525(a).

(4) Notwithstanding the provisions of
paragraph (a) of this section, if a pa-
tient who has been discharged from a
long-term care hospital to another fa-
cility and is readmitted to the long-
term care hospital for additional treat-
ment or services in the long-term care
hospital following the stay at the other
facility, the subsequent admission to
the long-term care hospital is consid-
ered a new stay, even if the case is de-
termined to fall into the same LTC-
DRG, and the long-term care hospital
will receive two separate Federal pro-
spective payments if one of the fol-
lowing conditions are met:

(i) The patient has a length of stay in
the acute care hospital that exceeds 9
days from the day of discharge from
the long-term care hospital;
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(ii) The patient has a length of stay
in the IRF that exceeds 27 days from
the day of discharge from the long-
term care hospital; or

(iii) The patient has a length of stay
in the SNF that exceeds 45 days from
the day of discharge from the long-
term care hospital.

(c) Payments to an acute care hospital,
an IRF, or a SNF during an interruption
of a stay. (1) Payment to the acute care
hospital for the acute care hospital
stay following discharge from the long-
term care hospital will be paid in ac-
cordance with the acute care hospital
inpatient prospective payment systems
specified in §412.1(a)(1).

(2) Payment to an IRF for the IRF
stay following a discharge from the
long-term care hospital will be paid in
accordance with the IRF prospective
payment system specified in §412.624 of
subpart P of this part.

(3) Payment to a SNF for the SNF
stay following a discharge from the
long-term care hospital will be paid in
accordance with the SNF prospective
payment system specified in subpart J
of part 413 of this subchapter.

[67 FR 56049, Aug. 30, 2002, as amended at 69
FR 25721, May 7, 2004; 70 FR 24222, May 6,
2005; 71 FR 27900, May 12, 2006]

§412.532 Special payment provisions
for patients who are transferred to
onsite providers and readmitted to
a long-term care hospital.

(a) The policies set forth in this sec-
tion apply in the following situations:

(1) A long-term care hospital (includ-
ing a satellite facility) that is co-lo-
cated within an onsite acute care hos-
pital, an onsite IRF, or an onsite psy-
chiatric facility or unit that meets the
definition of a hospital-within-a-hos-
pital under §412.22(e).

(2) A satellite facility, as defined in
§412.22(h), that is co-located with the
long-term care hospital.

(3) A SNF, as defined in section
1819(a) of the Act, that is co-located
with the long-term care hospital.

(b) As used in this section, ‘‘co-lo-
cated” or ‘‘onsite” facility means a
hospital, satellite facility, unit, or SNF
that occupies space in a building also
used by another hospital or unit or in
one or more buildings on the same
campus, as defined in §413.65(a)(2) of
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this subchapter, as buildings used by
another hospital or unit.

(c) If, during a cost reporting period,
a long-term care hospital (including a
satellite facility) discharges patients
to an acute care hospital co-located
with the long-term care hospital, as de-
scribed in paragraph (a) of this section,
and subsequently directly readmits
more than 5 percent (that is, in excess
of 5.0 percent) of the total number of
its Medicare inpatients discharged
from that acute care hospital, all such
discharges to the co-located acute care
hospital and the readmissions to the
long-term care hospital will be treated
as one discharge for that cost reporting
period and one LTC-DRG payment will
be made on the basis of each patient’s
initial principal diagnosis.

(d) If, during a cost reporting period,
a long-term care hospital (including a
satellite facility) discharges patients
to an onsite IRF, an onsite psychiatric
hospital or unit, or an onsite SNF, as
described in paragraph (a) of this sec-
tion, and subsequently directly re-
admits more than 5 percent (that is, in
excess of 5.0 percent) of the total num-
ber of its Medicare inpatients dis-
charged from the onsite IRF, the onsite
psychiatric hospital or unit, or the on-
site SNF, all such discharges to any of
these providers and the readmissions to
the LTCH will be treated as one dis-
charge for that cost reporting period
and one LTC-DRG payment will be
made on the basis of the patient’s ini-
tial principal diagnosis.

(e) For purposes of calculating the
payment per discharge, payment for
the entire stay at the long-term care
hospital will be paid as a full LTC-DRG
payment under §412.523 or a short-stay
outlier under §412.529, depending on the
duration of the entire stay.

(f) If the long-term care hospital does
not meet the 5-percent thresholds spec-
ified under paragraph (c) or (d) of this
section for discharges to the specified
onsite providers and readmissions to
the long-term care hospital during a
cost reporting period, payment under
the long-term care prospective pay-
ment system will be made, where appli-
cable, under the policies on a 3-day or
less interruption of a stay and a great-
er than 3-day interruption of a stay as
specified in §412.531.
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