
42 C.F.R. § 412.71
Determination of base-year inpatient operating costs.

(a) Base-year costs. (1) For each hospital, the intermediary will estimate the hospital's Medicare Part A
allowable inpatient operating costs, as described in § 412.2(c), for the 12-month or longer cost reporting
period ending on or after September 30, 1982 and before September 30, 1983.

(2) If the hospital's last cost reporting period ending before September 30, 1983 is for less than 12 months, the
base period will be the hospital's most recent 12-month or longer cost reporting period ending before such
short reporting period, with an appropriate adjustment for inflation. (The rules applicable to new hospitals are
set forth in § 412.74.)

(b) Modifications to base-year costs. Prior to determining the hospital-specific rate, the intermediary will
adjust the hospital's estimated base-year inpatient operating costs, as necessary, to include malpractice
insurance costs in accordance with § 413.53(a)(1)(i) of this chapter, and exclude the following:
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