
42 C.F.R. § 412.525
Adjustments to the Federal prospective payment.

(a) Adjustments for high-cost outliers. (1) CMS provides for an additional payment to a long-term care hospital
if its estimated costs for a patient exceed the applicable long-term care hospital prospective payment
system payment plus an applicable fixed-loss amount. For each long-term care hospital prospective
payment system payment year, CMS annually establishes a fixed-loss amount that is the maximum loss
that a long-term care hospital would incur under the long-term care hospital prospective payment system
for a case with unusually high costs before receiving an additional payment.

(2)

(i) The fixed loss-amount for discharges from a long-term care hospital described under § 412.522(a)(2) is
determined for the long-term care hospital prospective payment system payment year, using the LTC-DRG
relative weights that are in effect at the start of the applicable long-term care hospital prospective payment
system payment year.

(ii) For FY 2018 and subsequent years, the fixed-loss amount for long-term care hospital discharges described
under § 412.522(a)(2) is determined such that the estimated proportion of outlier payments under paragraph (a)
of this section payable for such discharges is projected to be equal to 99.6875 of 8 percent.

(3) The additional payment equals 80 percent of the difference between the estimated cost of the patient's care
(determined by multiplying the hospital-specific cost-to-charge ratio by the Medicare allowable covered
charge) and the sum of the applicable long-term care hospital prospective payment system payment and the
applicable fixed-loss amount.

(4)

(i) For discharges occurring on or after October 1, 2002 and before August 8, 2003, no reconciliations will be
made to outlier payments upon cost report settlement to account for differences between the estimated cost-to-
charge ratio and the actual cost-to-charge ratio of the case.
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