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§ 412.120 Reductions to total pay-
ments.

(a) Deductible and coinsurance. Sub-
ject to paragraph (a)(2) of this section,
the total Medicare payments otherwise
payable to a hospital are reduced by
the applicable deductible and coinsur-
ance amounts related to inpatient hos-
pital services as determined in accord-
ance with §§ 409.82, 409.83, and 409.87 of
this chapter.

(b) Payment by workers’ compensation,
automobile medical, no-fault or liability
insurance or an employer group health
plan primary to Medicare. If workers’
compensation, automobile medical, no-
fault, or liability insurance or an em-
ployer group health plan which is pri-
mary to Medicare pays in full or in
part, the Medicare payment is deter-
mined in accordance with the following
guidelines:

(1) If workers’ compensation pays, in
accordance with the applicable provi-
sions of §§ 405.316 through 405.321 of this
chapter.

(2) If automobile medical, no-fault, or
liability insurance pays, in accordance
with the applicable provisions of
§§ 405.322 through 405.325 of this chap-
ter.

(3) If an employer group health plan
which is primary to Medicare pays for
services to ESRD beneficiaries, in ac-
cordance with the applicable provisions
of §§ 405.326 through 405.329 of this chap-
ter.

(4) If an employer group health plan
which is primary to Medicare pays for
services to employees age 65–69 and
their spouses age 65–69, in accordance
with the applicable provisions of
§§ 405.340 through 405.344 of this chap-
ter.

[50 FR 12741, Mar. 29, 1985, as amended at 55
FR 36071, Sept. 4, 1990; 56 FR 573, Jan. 7, 1991;
57 FR 39825, Sept. 1, 1992]

§ 412.125 Effect of change of owner-
ship on payments under the pro-
spective payment systems.

When a hospital’s ownership changes,
as described in § 489.18 of this chapter,
the following rules apply:

(a) Payment for the operating and
capital-related costs of inpatient hos-
pital services for each patient, includ-
ing outlier payments, as provided in
§ 412.112, and payments for hemophilia

clotting factor costs under § 412.115(b),
are made to the entity that is the legal
owner on the date of discharge. Pay-
ments are not prorated between the
buyer and seller.

(1) The owner on the date of dis-
charge is entitled to submit a bill for
all inpatient hospital services fur-
nished to a beneficiary regardless of
when the beneficiary’s coverage began
or ended during a stay, or of how long
the stay lasted.

(2) Each bill submitted must include
all information necessary for the inter-
mediary to compute the payment
amount, whether or not some of that
information is attributable to a period
during which a different party legally
owned the hospital.

(b) Other payments under § 412.113
and payments for bad debts as de-
scribed in § 412.115(a), are made to each
owner or operator of the hospital
(buyer and seller) in accordance with
the principles of reasonable cost reim-
bursement.

[50 FR 12741, Mar. 29, 1985, as amended at 56
FR 43449, Aug. 30, 1991]

§ 412.130 Retroactive adjustments for
incorrectly excluded hospitals and
units.

(a) Hospitals for which adjustment is
made. The intermediary makes the pay-
ment adjustment described in para-
graph (b) of this section for the fol-
lowing hospitals:

(1) A hospital that was excluded from
the prospective payment system as a
new rehabilitation hospital for a cost
reporting period beginning on or after
October 1, 1991 based on a certification
under § 412.23(b)(8) regarding the inpa-
tient population the hospital planned
to treat during that cost reporting pe-
riod, if the inpatient population actu-
ally treated in the hospital during that
cost reporting period did not meet the
requirements of § 412.23(b)(2).

(2) A hospital that had a unit ex-
cluded from the prospective payment
system as a new rehabilitation unit for
a cost reporting period beginning on or
after October 1, 1991 based on a certifi-
cation under § 412.30(a) regarding the
inpatient population the hospital
planned to treat in that unit during
that period, if the inpatient population
actually treated in the unit during
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that cost reporting period 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. The inter-
mediary adjusts the payment to the
hospitals described in paragraph (a) of
this section as follows:

(1) 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,
and the amount that would have been
paid under the prospective payment
systems for services furnished during
that period.

(2) 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.

[56 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]

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, 1997, 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) 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) 25 percent of a national prospec-
tive payment rate for inpatient oper-
ating costs, as determined under
§ 412.212.

(b) FY 1998 and thereafter. For dis-
charges occurring on or after October
1, 1997, 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) 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.

[62 FR 46030, Aug. 29, 1997]

§ 412.208 Puerto Rico rates for Federal
fiscal year 1988.

(a) General rule. HCFA determines the
Puerto Rico adjusted DRG prospective
payment rate for inpatient operating
costs for each inpatient hospital dis-
charge occurring in Federal fiscal year
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