
AMRPA 2009 Summer Seminars

July 22, 2009

Chicago, IL

Carolyn C. Zollar, J.D.

Vice President for Government Relations 

and Policy Development

AMRPA

MEDICAL REHABILITATION 101
An Introduction to Medicare Coverage, 

Exclusion and Payment

Copyright  2009 AMRPA, Washington, DC 1Copyright 2009 AMRPA, Washington, DC



Copyright 2009 AMRPA, Washington, DC 2

Medical Rehabilitation 101 

ÅFor Those New to Medical Inpatient Hospital 

Rehabilitation

ÅFor Those Who Want to Refresh Their Knowledge 

About Basics

ÅA Separate Language Is Required 

ÅWill Mention Changes in the Wind for Further 

Discussion in the Update Session
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Develop a Notebook

ÅFor Reference With All the Basic Documents 

for Coverage, Exclusion, and Payment



Copyright 2009 AMRPA, Washington, DC 4

Key Questions To Be Addressed

ÅCoverage:What Are the Medicare Coverage 

Requirements? Why Do They Exist? Who Defines 

Them? 

ÅDefinition and Exclusion: What is a Rehabilitation 

Hospital/Unit (and How Many Times) Is It Defined?

ÅPayment: How Are Medical Rehabilitation Services 

Paid for by Medicare? 
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Medicare Coverage Criteria

ÅWho Is Allowed In The Rehabilitation 

Hospital/ Unit? 

Inpatient Rehabilitation Hospital/Unit



Copyright 2009 AMRPA, Washington, DC 6

Medicare Coverage Criteria 

ÅDeveloped by CMS and the Field Years Ago 

Generally Speaking

ÅPurpose Is to Set Forth Requirements To Be Met for 

Inpatient Hospitals Stays for Medical Rehabilitation 

to Be Covered by Medicare 

ÅLCDs Come Into Play Here Too 
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Medicare Coverage Criteria

ÅPurpose: To Decide Which Patients are Medically 

Necessary to Treat in A Rehab Hospital/Unit

ÅMedicare Benefit Policy Manual (Pub. 100-2) 

Chapter 1, Section 110

ÅHCFA Ruling 85-2

ÅAll Rehabilitation Patients Must Meet This 

Criteria Be They Within ñ60% Rule" or Not
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Coverage Cont.

Å PROs  - and QIOs Initially 

Å Medical Review Authority Given to FIs in 

Program Trans. 21 - 2/28/02, Contractors ñMayò 

Do Reviews, Revised Trans. 25 - 4/25/02

Å CMS is Proposing to

ī Rescind HCFA 85-2

ī Amend MBPM 110
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Medicare Law

ÅSection 1862 (a) (1) (A)

ñNo payment will be made for items or services 

which are not reasonable or necessary for the 

diagnosis or treatment of illness, injury, or to 

improve the function of a malformed body 

memberéò
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Medicare Coverage Criteria: 

Two Locations 

ÅHCFAR 85-2, July 31, 1985 ïò Criteria for Medicare 

Coverage of Inpatient Hospital Rehabilitation 

Servicesò

ÅMedicare Benefit Policy Manual ( Pub 100-2), 

Chapter 1, Section 110, ñInpatient Hospital Stays for 

Rehabilitation Careò 

ÅSlight Variations

ÅIn Appeals ALJs Rely on HCFAR 85-2 To Date
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ÅThe Services Must Be Reasonable and Necessary (In 

Terms of Efficacy, Duration, Frequency, and 

Amount) for the Treatment of The Patientôs 

Condition; 

and 

ÅIt Must Be Reasonable and Necessary to Furnish the 

Care on an Inpatient Hospital Basis, Rather Than in a 

Less Intensive Facility, Such As a SNF, or On an 

Outpatient Basis

To Be Covered
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Coverage Criteria

ÅReasonable and Necessary Satisfied in 2 Ways

ïMeet Eight (8) Criteria For Rehabilitation Inpatient 

Hospital Stay; Or

ïIf The Stay Can Be Justified on ñMedical or 

Surgical Groundsò

ÅCMS MBPM Saysò the patient requires a 

rehabilitative hospital level of care if all of 

theéscreening criteria are met.ò
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Coverage: First Issue

ÅRules of Thumb, Numerical Utilization Screens or 

Diagnostic Screens Cannot Be Used. 

ÅStatement Regarding SNF May Be an Example and 

May Also Include Home Health.
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Coverage

Hallmarks Of Rehabilitation

A. General

B. Preadmission Screening ïEncouraged, Not 

Mandatory

C. Inpatient Assessment of an Individualôs Status and 

Potential for Rehabilitation

ð Assessment May Take 3-10 Days

ð Will Cover Even When Deemed Not To  Be a 

Candidate

ð Is 3-10 Days Still Happening When Average 

LOS is 13 Days?
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Coverage

Hallmarks Cont.

D. Inpatient Rehabilitation Care [Referred To In MBPM 

as Rehabilitation Hospital Screening Criteria]

1. Close Medical Supervision by Physician with 

Specialized Training or Experience in 

Rehabilitation

2. 24 Hour Rehabilitation Nursing

3. Relatively Intense Rehabilitation Services

ï ñ3 Hour Ruleò

ï Specific Examples
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4. Multidisciplinary Team

5. Coordinated Program of Care;

6. Significant Practical ïñReasonable Period of Timeò 
Improvement;

7. Realistic Goals; and

Hallmarks Contôd
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8. Length of Rehabilitation Program

-Coverage stops when further progress toward 
goal is unlikely or can be achieved in less 
intense setting

-When discharge is appropriate, the cutoff 
point for coverage is when ñit would have 
been reasonable for the physicianto conclude 
that further improvement would not occuréò
[emphasis added] (Sec. 110.5)

Hallmarks Contôd
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Three Key Criteria

Å Close Medical Supervision By Qualified 

Physicians 

Å 24/7 RN Availability With Specialized 

Training or Experience in Rehabilitation 

Å Relatively Intense Level of Rehab
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Relatively Intense Level Of Care

ÅHCFA Ruling 85-2  and MBPM 110 

ÅSlight Differences

ÅFocus on HCFA Ruling 85-2 For Appealing 

Denials
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Definition of Medical Supervision 

HCFA 85-2

ÅClose medical supervision by a physician with specialized 
training or experience in rehabilitation -A patientôs 
condition must require the 24-hour availability of a 
physician with special training or experience in the field of 
rehabilitation. This need should be verifiable by entries in 
the patientôs medical record that reflect frequent and direct 
and medically necessary physician involvement in the 
patientôs care; i.e., at least every 2-3 days during the 
patientôs stay. This degree of physician involvement, 
which is greater than would normally be rendered to a 
patient in a SNF, is an indicator of a patientôs need for, 
services generally available only in a hospital setting. A 
SNF patients care would usually require only the general 
supervision of a physician, rather than the close 
supervision which hospital patients need.
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Definition of Rehabilitation Nursing

HCFA 85-2

ÅThe patient requires the 24 -hour availability of a 

registered nurse with specialized training or 

experience in rehabilitation. This degree of 

availability represents a higher level of care than 

would normally be found in a SNF. While a SNF 

patient may require nursing care, specialized 

rehabilitation nursing is generally not as readily 

available in such a facility.
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HCFA 85-2 Relatively Intense Level of 

Rehabilitation

ÅA relatively intense level of physical therapy or 
occupational therapy and, if needed speech therapy, 
social services, psychological services, or prosthetic -
orthotic services -The patient must require at least 3 
hoursa day of physical and/or occupational therapy, in 
addition to any other required therapies or services, in 
exceptional cases, an inpatient hospital stay for 
rehabilitation care can be covered even though the 
patient has a secondary diagnosis or medical 
complication that prevents him from participating in 
programs of physical or occupational therapy to the 
extent outlined above. 
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ÅInpatient hospital care in these cases may be the only 
reasonable means by which even a low intensity 
rehabilitation program can be safely carried out. 
Documentation must be secured of the existence and 
extent of complicating conditions affecting the carrying 
out of a rehabilitation program to ensure that inpatient 
hospital care for less than intensive rehabilitation care 
is actually needed. [emphasis added]

HCFA 85-2 Relatively Intense Level of 

Rehabilitation
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MBPM Section 110.4.3 Relatively 

Intense Level of Rehabilitation 

Services

ÅThe general threshold for establishing the need for 

inpatient hospital rehabilitation services is that the 

patient must require and receive at least three hours a 

day of physical and/or occupational therapy. (The 

furnishing of services no less than five days a week 

satisfies the requirement for "daily" services.)
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MBPM Section 110.4.3 Relatively 

Intense Level of Rehabilitation Services

ÅWhile most patients requiring an inpatient stay for  

rehabilitation need and receive at least three hours a day of 

physical and/or occupational therapy, there can be exceptions 

because individual patient's needs vary. In some instances, 

patients who require inpatient hospital rehabilitation services 

may need, on a priority basis, other skilled rehabilitative 

modalities such as speech-language pathology services, or 

prosthetic-orthotic services and their stage of recovery makes 

the concurrent receipt of intensive physical therapy or 

occupational therapy services inappropriate. In such cases, the 

3-hour a day requirement can be met by a combination of these 

other therapeutic services instead of or in addition to physical 

therapy and/or occupational therapy.
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MBPM Section 110.4.3 Relatively 

Intense Level of Rehabilitation Services

ÅAn inpatient stay for rehabilitation care can also be 
covered even though the patient has a secondary 
diagnosis or medical complication that prevents 
participation in a program consisting of three hours of 
therapy a day. Inpatient hospital care in these cases 
may be the only reasonable means by which even a low 
intensity rehabilitation program may be carried out. 
The intermediary securesdocumentation of the 
existence and extent of complicating conditions 
affecting the carrying out of a rehabilitation program to 
ensure that inpatient hospital care for less than 
intensive rehabilitation care is actually needed.
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Conflict of Guidelines

ÅWho ñWinsò

ÅMBPM More Flexible in 3 Hour Rule

ÅWhat Do ALJs Use?

ïHCFA 85-2



Document It!
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Excellent Documentation for the Key 

Criteria Is Critical for Later Success

ÅDevelop a Team Process for Comprehensive 

Documentation

ÅThe Team Touches On All Parts of the Hospital/Unit

-Coders/Medical Records

-Administrators

-Physicians

-Therapists
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Excellent Documentation for the Key 

Criteria Is Critical for Later Success contôd

ïNurses

-Finance

-Who Else?

ÅMeet Regularly to Review All Documentation 

Procedures

ÅLaminate the 8 Criteria



Copyright 2009 AMRPA, Washington, DC 31

Rehabilitation Nursing Documentation 

for Plan of Care

ÅWhat Disease, Disorder, Injury, Impairment the 

Patient Has?

ÅWhat Intervention Will Be Used?

ÅWrite It Down In The P+H and POC
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Physician Documentation

ÅPhysician Notes, History and Physical and 

Evaluation Are Paramount

ÅNeed To Document Your Thinking Process

-How You Arrived At A Decision

-What Was Done

-What It Accomplished

ÅOrder for Intervention to Prevent DVT

ÅWhy Decide On The Order

ÅResult: No DVT
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Physician Documentation

ÅExample: Want To Avoid UTI, Donôt Know If 

Present on Admission

-Order Urinalysis

-Result is Negative

-Avoided Cost and Effect of Antibiotic

-Avoided Effect and Overuse of Antibiotics

-Write All 4 Points Down



Copyright 2009 AMRPA, Washington, DC 34

Helpful Key Words to Support 

Medical Necessity 

ÁAppropriate

ÁContinued

ÁCritical

ÁGains

Á Improvement

ÁManaging

ÁMotivated

ÁProgress

ÁResponsive

ÁSafety issues

ÁSignificant

Á Increase function

ÁRequired therapistôs skills

ÁReasonable and necessary

ÁSafe and effective delivery

ÁMedical complications

ÁReasonable probability

ÁPotential for complications

ÁHigh risk factor

ÁRisk of infection

ÁPrior level of function

ÁThe patient has the potential for a 
sudden change in status
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Words To Avoid 

ÁChronic/ long tern 

condition

ÁCombative 

ÁConditioning/ 

Reconditioning  

ÁCustodial 

ÁDecline in function

ÁDemented/ Confused

Á Inability to follow 

directions

Á Inappropriate

Á Insignificant

ÁLow rehab potential

ÁMaintained 

ÁMonitoring

ÁNon compliant

ÁNormal

ÁOld onset

ÁPlateau

ÁRefused to participate 

ÁStable



Copyright 2009 AMRPA, Washington, DC 36

Also Document

ÅAll Interventions and Outcomes

ÅDetailed Program Notes With Objective vs. 

Subjective Statements

ÅMrs. Jones Ambulated with a Walker 15 Feet Today 

with Moderate Assist; Yesterday It Was 10 Feet With 

Moderate Assist

ÅNot: Mrs. Jones is Walking Better
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Claims Appeals 

(MAC)



TRADITIONAL APPEALS PROCESS
Pre Transmittal 141

Level of Denial 

Time in Which  to File 

Response (Provider)

Time in Which to 

Make Decision 

(FI, AIC, ALJ, etc)

Amount in 

Controversy 

Required 

Initial ADR Request (Probe, 

Post Payment Review) Usually 30 Days N/A N/A

Rebuttal 15 Days From Denial 15 Days N/A

Redetermination of Initial 

Denial (Probe, Payment 

Review, LCD or RAC)

120 Days From Date of 

Remittance Advice From FI

MAC Has 60 

Days None

Reconsideration by QIC

180 Days From Receipt of 

Letter of Denial of 

Redetermination QIC has 60 Days None

ALJ Hearing

60 Days From Receipt of 

QIC Decision ALJ Has 90 Days > $1102

Department Appeals Board/ 

MAC

60 days After Receipt of ALJ 

Notice1 90 Days No Mention

Federal District Court 60 Days to File None > $10902

1 Medicare assumes receipt 5 days from date of notice of ALJ decision
2 These amounts are adjusted based on the Medicare component of the CPI
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One Qualified Independent Contractor
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ÁMaximus

ÁFI/ MAC Responds to QIC Reconsideration 

Effectuation Notice

ÁFI/ MAC to Change Liability or Back Payment 

Generally in 30 days of QIC Decision

ÁIf FI/ MAC Has to Compute the Amount, It Will 

Pay Within 30 Days of Computation 
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Office of Medicare Hearings and    

Appeals (OMHA) Field Offices

Cleveland, OH

Arlington, VA

Miami, FL

Irvine, CA
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However There Are Multiple 

Review Authorities

RAC 
ZPIC MAC 

OTHER

IRH/U 
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Classification (Exclusion) 

Criteria- Rehabilitation Hospitals 

And Units 
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A Quick Review -

Definition Of A Rehabilitation 

Hospital Or Unit

Å Rehabilitation Hospital Defined in Original 

Medicare Law, Section 1861(e)(2)(1)(B)

ñ The Term ñHospitalòé.means an 

institution which (1) is primarily engaged 

in providing, by or under the supervision 

of physicians to inpatientsé.(B) 

rehabilitation services for the rehabilitation 

of injured, disabled, or sick persons;é..

1985
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Definition of Rehabilitation: 

Hospitals and Units Under TEFRA

ÅAll Excluded Hospitals Are Defined By Law For 

This Purpose Except Rehab: Section 1866(d)(1)(B)

ïSecretary Must Define By Regulation

ÅSecretary Issues Rehab Exclusion Criteria 1/84

ï42 CFR 412.23(b), .25, .29,.30

ïPurpose: To Distinguish From Acute Hospitals
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Medicare PPS Exclusion Criteria

ÅHow Differ From Coverage Criteria?

ïCoverage Criteria Determine if You Get Paid for the 
Stay 

ïWhether PPS Excluded or Not

ÅExclusion Criteria Distinguish IRFs from Acute 
Hospitals

ïAre Paid Under the Inpatient Rehabilitation Facility 
Prospective Payment System (IRF-PPS)



Copyright 2009 AMRPA, Washington, DC 46

Medicare PPS Exclusion Criteria Contôd

ÅAnnual Review by State Health Department and 2 

Criteria by FI

ÅApply at start of CRP

ÅApply to DRG 462- At Least in the Past

ÅWhat Happens If Lose Exclusion?
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42 CFR 412.23(b) ï

Rehabilitation Hospital 

1. Have a Hospital Provider Agreement With 

Medicare Pursuant to Part 489 

2. Meet the 60% Rule

3. Have a Preadmission Screening Procedure to 

Determine if The Patient Is Likely to Benefit 

Significantly From an Intensive Inpatient Hospital 

Rehabilitation Program or Assessment
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Exclusion Criteria 

42 CFR 412.23(b) ï

Rehabilitation Hospital

4. Ensure Close Medical Supervision and Furnish, 

Through Qualified Personnel,

ï Rehabilitation Nursing

ï PT

ï OT 

ï Plus As Needed 
Å SLP

Å Social or Psychological Services

Å Orthotic and Prosthetic Services 
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Exclusion Criteria 

42 CFR 412.23(b) ï

Rehabilitation Hospital

5. Director of Rehabilitation 

ï Full Time

ï Doctor of Medicine Or Osteopathy

ï Licensed Under State Law

ï Has Had, After Completing A One Year 
Hospital Internship, At Least Two Years of 
Training or Experience In The Medical 
Management of Inpatients Requiring 
Rehabilitation Services
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Exclusion Criteria 

42 CFR 412.23(b) ï

Rehabilitation Hospital

6. Have a Plan of Treatment Established, Reviewed 
And Revised, As Needed, By A Physician In 
Consultation With Other Professional Personnel 
Who Provide Services To The Patient

7.    Use A Coordinated Multidisciplinary Team 
Approach, As Documented By Periodic Clinical 
Entries Made In The Medical Record To Note the 
Patientôs Status In Relationship To Goal Attainment 
And That Team Conferences Are Held At Least 
Every 2 Weeks To Determine Appropriateness Of 
Treatment
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42 CFR 412.23(b) -

Rehabilitation Hospital: Classification

8. A hospital that seeks classification as a 
rehabilitation hospital for the first full 12-month 
CRP that occurs after it becomes a Medicare-
participating hospital may provide a written 
certification that the inpatient population it intends 
to serve meets the 60% rule, instead of showing that 
it has treated that population during its most recent 
12-month cost reporting period. The written 
certification is also effective for any cost reporting 
period of not less than one month and not more than 
11 months occurring between the date the hospital 
began participating in Medicare and the start of the 
hospital's regular 12-month cost reporting period. 



42 CFR 412.23(b)-

Rehabilitation Hospital

9. For cost reporting periods beginning on or after 

October 1, 1991, if a hospital is excluded from the 

prospective payment systems [IPPS] or is paid under 

the prospective payment system specified in 412.1 (a) 

(3) for a cost reporting period under paragraph (b)(8) 

of this section, but the inpatient population is actually 

treated during that period does not meet the 

requirements of paragraph (b)(2) of this section, we 

adjust payments to the hospital retroactivelyé  

Copyright 2009 AMRPA, Washington, DC 52



Copyright 2009 AMRPA, Washington, DC 53

Comments

ÅTeam Conference

ïNo Longer Every 2 Weeks?

ïALOS Too Short

ÅAny Problem With Pre-Admission Screening?

ÅFIs will seek out Pre-Admission Document

ÅOther Changes in Practice That Now Vary From Criteria?
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ÅFor cost reporting periods beginning on or after July 
1, 2005, the hospital has served an inpatient 
population of whom at least 60 percent required 
intensive rehabilitative services for treatment of one 
or more of the conditions specified in paragraph 
(b)(2)(ii) of this section. 

ÅPatients with Comorbidities May Qualify

60% Rule
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Other Hospital Exclusion Criteria

412.22

ÅDRGs Do Not Apply to Hospitals in a State Cost 

Control Program

ÅChanges in Exclusion or Not Effective at Start of 

CRP Only

ÅChanges in Classification Effective Only at Start of 

CRP

ÅHospitals-Within-Hospitals

ÅSatellite Facilities
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Rehabilitation Units ïCommon 

Requirements 

42 CFR 412.25(a) 

Be Part of an Institution That-

ÅHas a Provider Agreement Under Medicare

ÅIs Not Excluded in Its Entirety From the PPS

ÅHas Enough Beds That Are Not Excluded From the 

PPS to Permit Providing Adequate Cost Info Under 

42 CRF 413.24(c )

ÅHas Written Admission Criteria Applied Uniformly 

to Medicare and non-Medicare Patients
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Rehabilitation Units ïCommon 

Requirements

ÅHas Admission and Discharge Records That Are 
Separately Identified From Those of the Hospital in 
Which It Is Located and Are Readily Available

ÅHas Policies Specifying That Necessary Clinical 
Information Is Transferred To The Unit When A 
Patient Of The Hospital Is Transferred To The Unit

ÅMeets Applicable State Licensure Laws
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Rehabilitation Units ïCommon 

Requirements

ÅHas Utilization Review Standards Applicable for the 

Type of Care Offered In The Unit.

ÅHas Beds Physically Separate from (That Is, Not 

Commingled With) The Hospitalôs Other Beds.

ÅIs Serviced By The Same Fiscal Intermediary As The 

Hospital.
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Rehabilitation Units ïCommon 

Requirements

ÅIs Treated As A Separate Cost Center For Cost 

Finding And Appointment Purposes

ÅUses An Accounting System That Properly Allocates 

Costs

ÅMaintains Adequate Statistical Data To Support The 

Basis Of Allocation
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Rehabilitation Units ïCommon 

Requirements

ÅReports Costs In The Hospitalôs Cost Report 

Covering The Same Fiscal Period And Using The 

Same Apportionment Method As The Hospital

ÅOn The First Day Of The First CRP For Which All 

Other Exclusion Requirements Are Met, The Unit Is 

Fully Equipped And Staffed And Is Capable Of 

Providing Hospital Rehab Care Whether There Are 

Any Unit Inpatients on That Date
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Specific Criteria for Rehab Units 

42 CFR 412.29(a)

ÅMeet the Requirements For A New Unit Under 

412.30(a) 

OR

ÅMeet the Requirements For Converted Units Under 

412.30(c)
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Specific Criteria for Rehab Units 

42 CFR 412.29(b-e)

ÅSame As a Rehab Hospital Regarding Preadmission 

Screening, Medical Supervision and Personnel, Plan 

of Treatment, Multidisciplinary Team, and 60% 

Rule
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Specific Criteria for Rehab Units 

42 CFR 412.29(f)

ÅHas A Director Of Rehabilitation Who

ïProvides Services To The Unit And To Its 
Inpatients For At Least 20 Hours Per Week; 

ïAll Other Medical Director Requirements Are 
The Same as Those for the Rehabilitation 
Hospital
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Changes In Size of Excluded Units

42 CFR 412.25(b)

ÅIncrease Number of Beds and Square Footage Only 
At Start of CRP

ÅDecrease In Number of Beds and Square Footage 
Any Time During CRP

ï30 Days Notice To FI

ïAny Decrease in Number of Beds or Square 
Footage Must Remain in Effect Through Balance 
of CRP

ÅException Allowed to Relocate the Unite to Permit 
Construction Due to Legal Requirements Or Natural 
Disasters
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Changes in Status of Units

42CFR 412.25(c)-(d),(f)

ÅNot Excluded to Excluded

ïOnly At Start of CRP

ÅExcluded to Not Excluded

ïAt Any Time

ï30 Days Notice to FI

ÅOnly 1 of Each Unit

ÅNo Change in Classification Except at Start of CRP

ÅSatellite Facilities in Appendix 
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Decrease in Beds (Units)

42 CFR 412.30(a)

ÅDecrease Remains in Effect for One Full 12 Month 
CRP Before Equal or Lesser Number of Beds Can 
Be Added to Hospital License and Certification and 
Considered New

ÅRO will Review its Records Regarding 12 Months 
CRP Prior to CRP for Which It Seeks to Add Beds

ÅIf Beds Removed During That CRP, Beds May Not 
Be Considered New
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New Units

42 CRF 412.30(b) 

1. A Unit Is Considered New Unit If The Hospitalï

(i) Has Not Previously Sought Exclusion For A 
Rehabilitation Unit; And (ii) Has Obtained 
Approval, Under State Licensure And Medicare 
Certification, For An Increase In Its Hospital Bed 
Capacity That Is Greater Than 50 Percent Of The 
Number Of Beds In The Unit

2. It May Attest That It Will Meet The 60% Rule
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New Units

42 CFR 412.30(b) 

3. The Attestation Is Effective For The First Full   
CRP During Which The Unit Provides Care

4. If A Hospital That Has Not Previously Participated 
In Medicare Seeks Exclusion Of A  Unit, It May 
Designate Certain Beds As A New Unit For The 
First Full 12-month CRP That Occurs After It 
Becomes A Medicare- Participating Hospital. The 
Attestation Is Effective For Any CRP Of Not Less 
Than 1 Month And Not More Than 11Months 
Occurring Between The Date The Hospital Began 
Participating And The Start Of The Hospital's 
Regular 12-month CRP
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5. A Hospital That Has Undergone A Change Of 
Ownership Or Leasing As Defined In Sec.       
489.18 Is Not Considered To Have  Participated

Previously In Medicare

New Units

42 CFR 412.30(b) Cont.



Copyright 2009 AMRPA, Washington, DC 70

Converted Units

42 CFR 412.30(c)

ÅA Hospital Unit Is Considered A Converted Unit If It 
Does Not Qualify As A New Unit. A Converted Unit 
Must Have Treated, For The Most Recent 
Consecutive and Appropriate 12-month Period, An 
Inpatient Population That Meets The 60% Rule.
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Expansion of Excluded Units

42 CRF 412.30(d)(1) 

ÅNew Bed Capacity - Additional Beds Are Considered 
New Beds Only Ifï

(i) The Hospital's State-Licensed And Medicare-
Certified Bed Capacity Increases At The Start Of The 
CRP For Which It Seeks To Increase The Size Of 
The Unit, Or At Any Time After The Start Of The 
Preceding CRP; And 

(ii) The Hospital Has Obtained Approval, Under State 
Licensure And Medicare Certification, For An 
Increase In Its Hospital Bed Capacity That Is Greater 
Than 50 Percent Of The Number Of Beds It Seeks To 
Add.
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Conversion Of Bed Capacity 

42 CFR 412.30(d)(2)

Conversion Of Existing Bed Capacity

(i) Beds Are Considered To Be Existing Beds If 

They Do Not Meet The Definition Of New 

Beds 

(ii)  A Hospital May Increase The Size Of Its Unit 

By Converting Existing Beds Only If It Shows 

That, For All Of The Hospital's Most Recent,

Consecutive Appropriate 12 Month Period Of At

Least 12 Months, The Beds Have Been Used To 

Treat An Inpatient Population That Meets The 60% 

Rule
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How Does CMS Do This? 

ÅCARF or JCAHO Accreditation ïDeemed for All 
Except Medical Director and 60% Rule

ÅState Health Department  - Uses Hospital and Unit 
Criteria Work Sheets

ÅFIs Responsible for Verifying Medical Director and 
60% Rule

ÅPerformed Annually to Assure Compliance with the 
Current CRP and Findings Applicable to Next CRP 
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Rehab Unit and Hospital 

Criteria Worksheet

ÅUsed By State Agency

ÅHave Guidance For Each Criteria

ÅFI Does 60 % Rule And For Units All Accounting 

(412.25(a) (8-12))

ÅMedical Directors Hours Include Administrative 

and Direct Patient Care Counts

ÅNo Use of PAs or Other Extenders

ÅSee State Operations Manual
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State Agency Action

State OPS Manual Sec. 3106C

ÅIf the Facility Has CARF or JCAHO 
Accreditation, CMS Presumes Compliance With 
All Exclusion Criteria Except:

ï60% Rule

ïMedical Director

-ñIf the Rehabilitation unit serves both inpatients and 
outpatients through a single, integrated unit, the time spent 
by the director in performing administrative duties for the 
entire unit counts towards the time requirement.  The SA 
does not prorate this administrative time between inpatients 
and outpatients.  However, time devoted to performing 
direct patient care can count toward the time requirement 
only if furnished to inpatients of the unit.ò
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What Happens If You Donôt Meet 

The Exclusion Criteria One Year? 

ÅNew Facilities 

ïPay Back the Difference

ïUnits With New Beds Pay Back the Difference 

Too

ïOuch!

ÅOlder Facilities 

ïLose Exclusion for the Subsequent CRP
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INPATIENT REHABILITATION 

FACILITIES PROPECTIVE PAYMENT 

SYSTEM

(IRF ïPPS)

So You Want To Be Paid?


