
42 C.F.R. § 412.113
Other payments.

(a) Capital-related costs—(1) Payment. Subject to the reductions described in paragraph (a)(2) of this section,
payment for capital-related costs (as described in § 413.130 of this chapter) for cost reporting periods
beginning before October 1, 1991 is determined on a reasonable cost basis.

(2) Reduction to capital-related payments. (i) Except for sole community hospitals as defined in § 412.92, the
amount of capital-related payments for cost-reporting periods beginning before October 1, 1991 (including a
return on equity capital as provided under § 413.157 of this chapter) is reduced by—

(A) Three and one-half percent for payments attributable to portions of cost reporting periods occurring during
Federal FY 1987;

(B) Seven percent for payments attributable to portions of cost reporting periods or discharges (as the case may
be) occurring during fiscal year 1988 and before January 1, 1988;

(C) Twelve percent for payments attributable to portions of cost reporting periods or discharges (as the case may
be) in fiscal year 1988 occurring on or after January 1, 1988;

(D) Fifteen percent for payments attributable to portions of cost reporting periods or discharges (as the case may
be) occurring during fiscal year 1989 and beginning on or after January 1, 1990 and ending on or before
September 30, 1991; and

(E) Ten percent for payments attributable to portions of cost-reporting periods occurring on or after October 1,
1991 and before the beginning of the hospital's first cost-reporting period beginning on or after October 1, 1991.

(ii) If a hospital's cost reporting period encompasses more than one Federal fiscal year, the reductions to capital-
related payments are determined on a prorated monthly basis.

(3) For cost-reporting periods beginning on or after October 1, 1991, a hospital with a hospital-specific rate
above the Federal capital rate is paid a hold-harmless payment for old capital determined in accordance with
subpart M of this part.

(b) Direct medical education costs. (1) Payment for the direct medical education costs of interns and residents in
approved programs for cost reporting periods beginning prior to July 1, 1985, and for approved education
activities of nurses and paramedical health professionals is made as described in § 413.85 of this chapter.
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