
42 C.F.R. § 412.73
Determination of the hospital-specific rate based on a Federal fiscal
year 1982 base period.

(a) Costs on a per discharge basis. The intermediary will determine the hospital's estimated adjusted base-year
operating cost per discharge by dividing the total adjusted operating costs by the number of discharges in
the base period.

(b) Case-mix adjustment. The intermediary will divide the adjusted base-year costs by the hospital's 1981
case-mix index. If the hospital's case-mix index is statistically unreliable (as determined by CMS), the
hospital's base-year costs will be divided by the lower of the following:

(1) The hospital's estimated case-mix index.

(2) The average case-mix index for the appropriate classifications of all hospitals subject to cost limits
established under § 413.30 of this chapter for cost reporting periods beginning on or after October 1, 1982 and
before October 1, 1983.

(c) Updating base-year costs—(1) For Federal fiscal year 1984. The case-mix adjusted base-year cost per
discharge will be updated by the applicable updating factor, that is, the rate-of-increase percentage
determined under § 413.40(c)(3) of this chapter, as adjusted for budget neutrality.

(2) For Federal fiscal year 1985. The amount determined under paragraph (c)(1) of this section will be updated by
the applicable updating factor, as adjusted for budget neutrality.

(3) For Federal fiscal year 1986. (i) The amount determined under paragraph (c)(2) of this section is updated by
—

(A) Zero percent for the first seven months of the hospital's cost reporting period; and

(B) One-half of one percent for the remaining five months of the hospital's cost reporting period.

(ii) For purposes of determining the updated base-year costs for cost reporting periods beginning in Federal
fiscal year 1987 (that is, on or after October 1, 1986 and before October 1, 1987), the update factor for the previous
cost reporting period is deemed to have been one-half of one percent.

(4) For Federal fiscal year 1987. The amount determined under paragraph (c)(3)(ii) of this section is updated by
1.15 percent.
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