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(2) Carve out method. The following il-
lustrates how apportionment is deter-
mined in a hospital reimbursed under
the carve out method (subject to the
private room differential provisions of
paragraph (a)(1)(ii) of this section):

HosPITAL K

[Determination of cost of routine SNF-type and ICF-type
services and general routine hospital services]

Days of care
Facts General
routine SNF-type | ICF-type
hospital
Total days of care ......... 2,000 400 100
Medicare days of care ... 600 300
Average Medicaid rate .. N/A $35 $20

Total inpatient general routine service costs: $250,000

Calculation of cost of routine SNF-type services applicable to
Medicare:
$35 x 300 = $10,500
Calculation of cost of general routine hospital
services:

Cost of SNF-type services: $35 x 400 .. $14,000
Cost of ICF-type services: $20 x 100 ... 2,000
TOtal oo $16,000

Average cost per diem of general routine hospital services:
$250,000 — $16,000 + 2,000 days = $117
Medicare general routine hospital cost:
$117 x 600 = $70,200
Total Medicare reasonable cost for general routine inpatient
days:
$10,500 + $70,200 = $80,700

[61 FR 34793, Sept. 30, 1986, as amended at 59
FR 45401, Sept. 1, 1994; 61 FR 51616, Oct. 3,
1996; 61 FR 58631, Nov. 18, 1996]

§413.56 [Reserved]

Subpart E—Payments to Providers

§413.60 Payments to providers: Gen-
eral.

(a) The fiscal contractors will estab-
lish a basis for interim payments to
each provider. This may be done by one
of several methods. If an contractor is
already paying the provider on a cost
basis, the contractor may adjust its
rate of payment to an estimate of the
result under the Medicare principles of
reimbursement. If no organization is
paying the provider on a cost basis, the
contractor may obtain the previous
yvear’s financial statement from the
provider and, by applying the prin-
ciples of reimbursement, compute or
approximate an appropriate rate of
payment. The interim payment may be
related to the last year’s average per
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diem, or to charges, or to any other
ready basis of approximating costs.

(b) At the end of the period, the ac-
tual apportionment, based on the cost
finding and apportionment methods se-
lected by the provider, determines the
Medicare reimbursement for the actual
services provided to beneficiaries dur-
ing the period.

(c) Basically, therefore, interim pay-
ments to providers will be made for
services throughout the year, with
final settlement on a retroactive basis
at the end of the accounting period. In-
terim payments will be made as often
as possible and in no event less fre-
quently than once a month. The retro-
active payments will take fully into
account the costs that were actually
incurred and settle on an actual, rather
than on an estimated basis.

§413.64 Payments to providers: Spe-
cific rules.

(a) Reimbursement on a reasonable cost
basis. Providers of services paid on the
basis of the reasonable cost of services
furnished to beneficiaries will receive
interim payments approximating the
actual costs of the provider. These pay-
ments will be made on the most expedi-
tious schedule administratively fea-
sible but not less often than monthly.
A retroactive adjustment based on ac-
tual costs will be made at the end of a
reporting period.

(b) Amount and frequency of payment.
Medicare states that providers of serv-
ices will be paid the reasonable cost of
services furnished to beneficiaries.
Since actual costs of services cannot be
determined until the end of the ac-
counting period, the providers must be
paid on an estimated cost basis during
the year. While Medicare provides that
interim payments will be made no less
often than monthly, contractors are
expected to make payments on the
most expeditious Dbasis administra-
tively feasible. Whatever estimated
cost basis is used for determining in-
terim payments during the year, the
intent is that the interim payments
shall approximate actual costs as near-
ly as is practicable so that the retro-
active adjustment based on actual
costs will be as small as possible.

(c) Interim payments during initial re-
porting period. At the beginning of the
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program or when a provider first par-
ticipates in the program, it will be nec-
essary to establish interim rates of
payment to providers of services. Once
a provider has filed a cost report under
the Medicare program, the cost report
may be used as a basis for determining
the interim rate of reimbursement for
the following period. However, since
initially there is no previous history of
cost under the program, the interim
rate of payment must be determined by
other methods, including the following:

(1) If the contractor is already paying
the provider on a cost or cost-related
basis, the contractor will adjust its
rate of payment to the program’s prin-
ciples of reimbursement. This rate may
be either an amount per inpatient day,
or a percent of the provider’s charges
for services furnished to the program’s
beneficiaries.

(2) If an organization other than the
contractor is paying the provider for
services on a cost or cost-related basis,
the contractor may obtain from that
organization or from the provider itself
the rate of payment being used and
other cost information as may be need-
ed to adjust that rate of payment to
give recognition to the program’s prin-
ciples of reimbursement.

(3) It no organization is paying the
provider on a cost or cost-related basis,
the contractor will obtain the previous
year’s financial statement from the
provider. By analysis of such state-
ment in light of the principles of reim-
bursement, the contractor will com-
pute an appropriate rate of payment.

(4) After the initial interim rate has
been set, the provider may at any time
request, and be allowed, an appropriate
increase in the computed rate, upon
presentation of satisfactory evidence
to the contractor that costs have in-
creased. Likewise, the contractor may
adjust the interim rate of payment if it
has evidence that actual costs may fall
significantly below the computed rate.

(d) Interim payments for new providers.
(1) Newly-established providers will not
have cost experience on which to base
a determination of an interim rate of
payment. In such cases, the contractor
will use the following methods to de-
termine an appropriate rate:

(i) If there is a provider or providers
comparable in substantially all rel-
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evant factors to the provider for which
the rate is needed, the contractor will
base an interim rate of payment on the
costs of the comparable provider.

(ii) If there are no substantially com-
parable providers from whom data are
available, the contractor will deter-
mine an interim rate of payment based
on the budgeted or projected costs of
the provider.

(2) Under either method, the con-
tractor will review the provider’s cost
experience after a period of three
months. If need for an adjustment is
indicated, the interim rate of payment
will be adjusted in line with the pro-
vider’s cost experience.

(e) Interim payments after initial re-
porting period. Interim rates of pay-
ment for services provided after the
initial reporting period will be estab-
lished on the basis of the cost report
filed for the previous year covering
Medicare services. The current rate
will be determined—whether on a per
diem or percentage of charges basis—
using the previous year’s costs of cov-
ered services and making any appro-
priate adjustments required to bring,
as closely as possible, the current
year’s rate of interim payment into
agreement with current year’s costs.
This interim rate of payment may be
adjusted by the contractor during an
accounting period if the provider sub-
mits appropriate evidence that its ac-
tual costs are or will be significantly
higher than the computed rate. Like-
wise, the contractor may adjust the in-
terim rate of payment if it has evi-
dence that actual costs may fall sig-
nificantly below the computed rate.

(f) Retroactive adjustment. (1) Medi-
care provides that providers of services
will be paid amounts determined to be
due, but not less often than monthly,
with necessary adjustments due to pre-
viously made overpayments or under-
payments. Interim payments are made
on the basis of estimated costs. Actual
costs reimbursable to a provider can-
not be determined until the cost re-
ports are filed and costs are verified.
Therefore, a retroactive adjustment
will be made at the end of the report-
ing period to bring the interim pay-
ments made to the provider during the
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period into agreement with the reim-
bursable amount payable to the pro-
vider for the services furnished to pro-
gram beneficiaries during that period.

(2) In order to reimburse the provider
as quickly as possible, an initial retro-
active adjustment will be made as soon
as the cost report is received. For this
purpose, the costs will be accepted as
reported, unless there are obvious er-
rors or inconsistencies, subject to later
audit. When an audit is made and the
final liability of the program is deter-
mined, a final adjustment will be
made.

(3) To determine the retroactive ad-
justment, the amount of the provider’s
total allowable cost apportioned to the
program for the reporting year is com-
puted. This is the total amount of re-
imbursement the provider is due to re-
ceive from the program and the bene-
ficiaries for covered services furnished
during the reporting period. The total
of the interim payments made by the
program in the reporting year and the
deductibles and coinsurance amounts
receivable from beneficiaries is com-
puted. The difference between the re-
imbursement due and the payments
made is the amount of the retroactive
adjustment.

(g) Accelerated payments to providers.
Upon request, an accelerated payment
may be made to a provider of services
that is not receiving periodic interim
payments under paragraph (h) of this
section if the provider has experienced
financial difficulties due to a delay by
the contractor in making payments or
in exceptional situations, in which the
provider has experienced a temporary
delay in preparing and submitting bills
to the contractor beyond its normal
billing cycle. Any such payment must
be approved first by the contractor and
then by CMS. The amount of the pay-
ment is computed as a percentage of
the net reimbursement for unbilled or
unpaid covered services. Recovery of
the accelerated payment may be made
by recoupment as provider bills are
processed or by direct payment.

(h) Periodic interim payment method of
reimbursement—(1) Covered services fur-
nished before July 1, 1987. In addition to
the regular methods of interim pay-
ment on individual provider billings for
covered services, the periodic interim
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payment (PIP) method is available for
Part A hospital and SNF inpatient
services.

(2) Covered services furnished on or
after July 1, 1987. Effective with claims
received on or after July 1, 1987, or as
otherwise specified, the periodic in-
terim payment (PIP) method is avail-
able for the following:

(i) Part A inpatient services fur-
nished in hospitals that are excluded
from the prospective payment systems,
as specified in §412.1(a)(1) of this chap-
ter under subpart B of part 412 of this
subchapter, or are paid under the pro-
spective payment systems described in
subpart N, O, and P of part 412 of this
chapter.

(ii) Part A services furnished in hos-
pitals receiving payment in accordance
with a demonstration project author-
ized under section 402(a) of Public Law
90-248 (42 U.S.C. 1395b-1) or section
222(a) of Public Law 92-603 (42 U.S.C.
1395b-1 (note)), or a State reimburse-
ment control system approved under
section 1886(c) of the Act and subpart C
of part 403 of this chapter, if that type
of payment is specifically approved by
CMS as an integral part of the dem-
onstration or control system. If that
type of payment is not an integral part
of the demonstration or control sys-
tem, PIP is available for the hospital
under paragraph (h)(1)(i) of this section
for hospitals excluded from the pro-
spective payment systems or under
§412.116(b) of this chapter for prospec-
tive payment hospitals.

(iii) Part A SNF services furnished in
cost reporting periods beginning before
July 1, 1998. (For services furnished in
subsequent cost reporting periods, see
§413.350 regarding periodic interim pay-
ments for skilled nursing facilities).

(iv) Part A services furnished in hos-
pitals paid under the prospective pay-
ment system, including distinct part
psychiatric or rehabilitation units, as
described in §412.116(b) of this chapter.

(v) Services furnished in a hospice as
specified in part 418 of this chapter.
Payment on a PIP basis is described in
§418.307 of this chapter.

(vi) Effective for payments made on
or after July 1, 2004, inpatient CAH
services furnished by a CAH as speci-
fied in §413.70. Payment on a PIP basis
is described in §413.70(d).
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(3) Any participating provider fur-
nishing the services described in para-
graphs (h)(1) and (h)(2) of this section
that establishes to the satisfaction of
the contractor that it meets the fol-
lowing requirements may elect to be
reimbursed under the PIP method, be-
ginning with the first month after its
request that the contractor finds ad-
ministratively feasible:

(i) The provider’s estimated total
Medicare reimbursement for inpatient
services is at least $25,000 a year com-
puted under the PIP formula or, in the
case of an HHA, either its estimated—

(A) Total Medicare reimbursement
for Part A and Part B services is at
least $25,000 a year computed under the
PIP formula; or

(B) Medicare reimbursement com-
puted under the PIP formula is at least
50 percent of estimated total allowable
cost.

(ii) The provider has filed at least one
completed Medicare cost report accept-
ed by the contractor as providing an
accurate basis for computation of pro-
gram payment (except in the case of a
provider requesting reimbursement
under the PIP method upon first enter-
ing the Medicare program).

(iii) The provider has the continuing
capability of maintaining in its records
the cost, charge, and statistical data
needed to accurately complete a Medi-
care cost report on a timely basis.

(4) [Reserved]

(6) The contractor’s approval of a
provider’s request for reimbursement
under the PIP method will be condi-
tioned upon the contractor’s best judg-
ment as to whether payment can be
made to the provider under the PIP
method without undue risk of its re-
sulting in an overpayment because of
greatly varying or substantially declin-
ing Medicare utilization, inadequate
billing practices, or other cir-
cumstances. The contractor may ter-
minate PIP reimbursement to a pro-
vider at any time it determines that
the provider no longer meets the quali-
fying requirements or that the pro-
vider’s experience under the PIP meth-
od shows that proper payment cannot
be made under this method.

(6) Payment will be made biweekly
under the PIP method unless the pro-
vider requests a longer fixed interval
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(not to exceed one month) between
payments. The payment amount will
be computed by the contractor to ap-
proximate, on the average, the cost of
covered inpatient or home health serv-
ices furnished by the provider during
the period for which the payment is to
be made, and each payment will be
made two weeks after the end of such
period of services. Upon request, the
contractor will, if feasible, compute
the provider’s payments to recognize
significant seasonal variation in Medi-
care utilization of services on a quar-
terly basis starting with the beginning
of the provider’s reporting year.

(7) A provider’s PIP amount may be
appropriately adjusted at any time if
the provider presents or the contractor
otherwise obtains evidence relating to
the provider’s costs or Medicare utili-
zation that warrants such adjustment.
In addition, the contractor will recom-
pute the payment immediately upon
completion of the desk review of a pro-
vider’s cost report and also at regular
intervals not less often than quarterly.
The contractor may make a retro-
active lump sum interim payment to a
provider, based upon an increase in its
PIP amount, in order to bring past in-
terim payments for the provider’s cur-
rent cost reporting period into line
with the adjusted payment amount.
The objective of contractor monitoring
of provider costs and utilization is to
assure payments approximating, as
closely as possible, the reimbursement
to be determined at settlement for the
cost reporting period. A significant fac-
tor in evaluating the amount of the
payment in terms of the realization of
the projected Medicare utilization of
services is the timely submittal to the
contractor of completed admission and
billing forms. All providers must com-
plete billings in detail under this meth-
od as under regular interim payment
procedures.

(1) Bankruptcy or insolvency of pro-
vider. If on the basis of reliable evi-
dence, the contractor has a valid basis
for believing that, with respect to a
provider, proceedings have been or will
shortly be instituted in a State or Fed-
eral court for purposes of determining
whether such provider is insolvent or
bankrupt under an appropriate State
or Federal law, any payments to the
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provider will be adjusted by the con-
tractor, notwithstanding any other
regulation or program instruction re-
garding the timing or manner of such
adjustments, to a level necessary to in-
sure that no overpayment to the pro-
vider is made.

(j) Interest payments resulting from ju-
dicial review—(1) Application. If a pro-
vider of services seeks judicial review
by a Federal court (see §405.1877 of this
chapter) of a decision furnished by the
Provider Reimbursement Review Board
or subsequent reversal, affirmation, or
modification by the Secretary, the
amount of any award of such Federal
court will be increased by interest pay-
able by the party against whom the
judgment is made (see §413.153 for
treatment of interest). The interest be-
gins to accrue on the first day of the
first month following the 180-day pe-
riod described in §405.1835(a)(3)(i) or
(a)(3)(i1) of this chapter, as applicable.

(2) Amount due. Section 1878(f) of the
Act, 42 U.S.C. 139%o00(f), authorizes a
court to award interest in favor of the
prevailing party on any amount due as
a result of the court’s decision. If the
contractor withheld any portion of the
amount in controversy prior to the
date the provider seeks judicial review
by a Federal court, and the Medicare
program is the prevailing party, inter-
est is payable by the provider only on
the amount not withheld. Similarly, if
the Medicare program seeks to recover
amounts previously paid to a provider,
and the provider is the prevailing
party, interest on the amounts pre-
viously paid to a provider is not pay-
able by the Medicare program since
that amount had been paid and is not
due the provider.

(3) Rate. The amount of interest to be
paid is equal to the rate of return on
equity capital (see §413.157) in effect
for the month in which the civil action
is commenced.

Example: An contractor made a final deter-
mination on the amount of Medicare pro-
gram reimbursement on June 15, 1974, and
the provider appealed that determination to
the Provider Reimbursement Review Board.
The Board heard the appeal and rendered a
decision adverse to the provider. On October
28, 1974, the provider commenced civil action
to have such decision reviewed. The rate of
return on equity capital for the month of Oc-
tober 1974 was 11.625 percent. The period for
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which interest is computed begins on Janu-
ary 1, 1975, and the interest beginning Janu-
ary 1, 1975, would be at the rate of 11.625 per-
cent per annum.

[61 FR 34793, Sept. 30, 1986, as amended at 51
FR 42238, Nov. 24, 1986; 53 FR 1628, Jan. 21,
1988; 57 FR 39830, Sept. 1, 1992; 59 FR 36713,
July 19, 1994; 64 FR 41682, July 30, 1999; 65 FR
41211, July 3, 2000; 66 FR 41394, Aug. 7, 2001; 67
FR 560566, Aug. 30, 2002; 69 FR 49252, Aug. 11,
2004; 69 FR 66981, Nov. 15, 2004; 73 FR 30267,
May 23, 2008]

§413.65 Requirements for a determina-
tion that a facility or an organiza-
tion has provider-based status.

(a) Scope and definitions. (1) Scope. (1)
This section applies to all facilities for
which provider-based status is sought,
including remote locations of hos-
pitals, as defined in paragraph (a)(2) of
this section and satellite facilities as
defined in §§412.22(h)(1) and 412.25(e)(1)
of this chapter, other than facilities de-
scribed in paragraph (a)(1)(ii) of this
section.

(ii) The determinations of provider-
based status for payment purposes de-
scribed in this section are not made as
to whether the following facilities are
provider-based:

(A) Ambulatory
(ASCs).

(B) Comprehensive outpatient reha-
bilitation facilities (CORFS).

(C) Home health agencies (HHAS).

(D) Skilled nursing facilities (SNF's)
(determinations for SNFs are made in
accordance with the criteria set forth
in §483.5 of this chapter).

(E) Hospices.

(F) Inpatient rehabilitation units
that are excluded from the inpatient
PPS for acute hospital services.

(G) Independent diagnostic testing
facilities furnishing only services paid
under a fee schedule, such as facilities
that furnish only screening mammog-
raphy services (as defined in section
1861(jj) of the Act), facilities that fur-
nish only clinical diagnostic labora-
tory tests, other than those clinical di-
agnostic laboratories operating as
parts of CAHs on or after October 1,
2010, or facilities that furnish only
some combination of these services.

(H) Facilities, other than those oper-
ating as parts of CAHs, furnishing only

surgical centers
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physical, occupational, or speech ther-
apy to ambulatory patients, through-
out any period during which the annual
financial cap amount on payment for
coverage of physical, occupational, or
speech therapy, as described in section
1833(g)(2) of the Act, is suspended by
legislation.

(I) ESRD facilities (determinations
for ESRD facilities are made under
§413.174 of this chapter).

(J) Departments of providers that
perform functions necessary for the
successful operation of the providers
but do not furnish services of a type for
which separate payment could be
claimed under Medicare or Medicaid
(for example, laundry or medical
records departments).

(K) Ambulances.

(L) Rural health clinics (RHCs) affili-
ated with hospitals having 50 or more
beds.

(2) Definitions. In this subpart E, un-
less the context indicates otherwise—

Campus means the physical area im-
mediately adjacent to the provider’s
main buildings, other areas and struc-
tures that are not strictly contiguous
to the main buildings but are located
within 250 yards of the main buildings,
and any other areas determined on an
individual case basis, by the CMS re-
gional office, to be part of the pro-
vider’s campus.

Department of a provider means a fa-
cility or organization that is either
created by, or acquired by, a main pro-
vider for the purpose of furnishing
health care services of the same type
as those furnished by the main pro-
vider under the name, ownership, and
financial and administrative control of
the main provider, in accordance with
the provisions of this section. A depart-
ment of a provider comprises both the
specific physical facility that serves as
the site of services of a type for which
payment could be claimed under the
Medicare or Medicaid program, and the
personnel and equipment needed to de-
liver the services at that facility. A de-
partment of a provider may not by
itself be qualified to participate in
Medicare as a provider under §489.2 of
this chapter, and the Medicare condi-
tions of participation do not apply to a
department as an independent entity.
For purposes of this part, the term
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“‘department of a provider’” does not
include an RHC or, except as specified
in paragraph (n) of this section, an
FQHC.

Free-standing facility means an entity
that furnishes health care services to
Medicare beneficiaries and that is not
integrated with any other entity as a
main provider, a department of a pro-
vider, remote location of a hospital,
satellite facility, or a provider-based
entity.

Main provider means a provider that
either creates, or acquires ownership
of, another entity to deliver additional
health care services under its name,
ownership, and financial and adminis-
trative control.

Provider-based entity means a provider
of health care services, or an RHC as
defined in §405.2401(b) of this chapter,
that is either created by, or acquired
by, a main provider for the purpose of
furnishing health care services of a dif-
ferent type from those of the main pro-
vider under the ownership and adminis-
trative and financial control of the
main provider, in accordance with the
provisions of this section. A provider-
based entity comprises both the spe-
cific physical facility that serves as
the site of services of a type for which
payment could be claimed under the
Medicare or Medicaid program, and the
personnel and equipment needed to de-
liver the services at that facility. A
provider-based entity may, by itself, be
qualified to participate in Medicare as
a provider under §489.2 of this chapter,
and the Medicare conditions of partici-
pation do apply to a provider-based en-
tity as an independent entity.

Provider-based status means the rela-
tionship between a main provider and a
provider-based entity or a department
of a provider, remote location of a hos-
pital, or satellite facility, that com-
plies with the provisions of this sec-
tion.

Remote location of a hospital means a
facility or an organization that is ei-
ther created by, or acquired by, a hos-
pital that is a main provider for the
purpose of furnishing inpatient hos-
pital services under the name, owner-
ship, and financial and administrative
control of the main provider, in accord-
ance with the provisions of this sec-
tion. A remote location of a hospital
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comprises both the specific physical fa-
cility that serves as the site of services
for which separate payment could be
claimed under the Medicare or Med-
icaid program, and the personnel and
equipment needed to deliver the serv-
ices at that facility. The Medicare con-
ditions of participation do not apply to
a remote location of a hospital as an
independent entity. For purposes of
this part, the term ‘‘remote location of
a hospital” does not include a satellite
facility as defined in §§412.22(h)(1) and
412.25(e)(1) of this chapter.

(b) Provider-based determinations. (1) A
facility or organization is not entitled
to be treated as provider-based simply
because it or the main provider believe
it is provider-based.

(2) If a facility was treated as pro-
vider-based in relation to a hospital or
CAH on October 1, 2000, it will continue
to be considered provider-based in rela-
tion to that hospital or CAH until the
start of the hospital’s first cost report-
ing period beginning on or after July 1,
2003. The requirements, limitations,
and exclusions specified in paragraphs
(d), (e), (), (h), and (i) of this section
will not apply to that hospital or CAH
until the start of the hospital’s first
cost reporting period beginning on or
after July 1, 2003. For purposes of this
paragraph (b)(2), a facility is consid-
ered as provider-based on October 1,
2000 if, on that date, it either had a
written determination from CMS that
it was provider-based, or was billing
and being paid as a provider-based de-
partment or entity of the hospital.

(3)(i) Except as specified in para-
graphs (b)(2) and (b)(5) of this section,
if a potential main provider seeks a de-
termination of provider-based status
for a facility that is located on the
campus of the potential main provider,
the provider would be required to sub-
mit an attestation stating that the fa-
cility meets the criteria in paragraph
(d) of this section and, if it is a hos-
pital, also attest that it will fulfill the
obligations of hospital outpatient de-
partments and hospital-based entities
described in paragraph (g) of this sec-
tion. The provider seeking such a de-
termination would also be required to
maintain documentation of the basis
for its attestations and to make that
documentation available to CMS and
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to CMS contractors upon request. If
the facility is operated as a joint ven-
ture, the provider would also have to
attest that it will comply with the re-
quirements of paragraph (f) of this sec-
tion.

(ii) If the facility is not located on
the campus of the potential main pro-
vider, the provider seeking a deter-
mination would be required to submit
an attestation stating that the facility
meets the criteria in paragraphs (d)
and (e) of this section, and if the facil-
ity is operated under a management
contract, the requirements of para-
graph (h) of this section. If the poten-
tial main provider is a hospital, the
hospital also would be required to at-
test that it will fulfill the obligations
of hospital outpatient departments and
hospital-based entities described in
paragraph (g) of this section. The pro-
vider would be required to supply docu-
mentation of the basis for its attesta-
tions to CMS at the time it submits its
attestations.

(iii) Whenever a provider submits an
attestation of provider-based status for
an on-campus facility or organization,
as described in paragraph (b)(3)(i) of
this section, CMS will send the pro-
vider written acknowledgment of re-
ceipt of the attestation, review the at-
testation for completeness, consistency
with the criteria in this section, and
consistency with information in the
possession of CMS at the time the at-
testation is received, and make a deter-
mination as to whether the facility or
organization is provider-based.

(iv) Whenever a provider submits an
attestation of provider-based status for
an off-campus facility or organization,
as described in paragraph (b)3)(ii) of
this section, CMS will send the pro-
vider written acknowledgment of re-
ceipt of the attestation, review the at-
testation for completeness, consistency
with the criteria in this section, con-
sistency with the documentation sub-
mitted with the attestation and con-
sistency with information in the pos-
session of CMS at the time the attesta-
tion is received, and make a deter-
mination as to whether the facility or
organization is provider-based.

(4) A facility that is not located on
the campus of a hospital and that is
used as a site where physician services
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of the kind ordinarily furnished in phy-
sician offices are furnished is presumed
as a free-standing facility, unless CMS
determines the facility has provider-
based status.

(6) A facility that has requested pro-
vider-based status in relation to a hos-
pital or CAH on or after October 1, 2000
and before October 1, 2002 will be treat-
ed as provider-based in relation to the
hospital or CAH from the first date on
or after October 1, 2000 on which the fa-
cility was licensed (to the extent re-
quired by the State), staffed and
equipped to treat patients until the
date on which CMS determines that
the facility does not qualify for pro-
vider-based status.

(c) Reporting of material changes in re-
lationships. A main provider that has
had one or more facilities or organiza-
tions considered provider-based also
may report to CMS any material
change in the relationship between it
and any provider-based facility or orga-
nization, such as a change in ownership
of the facility or organization or entry
into a new or different management
contract that would affect the pro-
vider-based status of the facility or or-
ganization.

(d) Requirements applicable to all facili-
ties or organizations. Any facility or or-
ganization for which provider-based
status is sought, whether located on or
off the campus of a potential main pro-
vider, must meet all of the following
requirements to be determined by CMS
to have provider-based status:

(1) Licensure. The department of the
provider, the remote location of a hos-
pital, or the satellite facility and the
main provider are operated under the
same license, except in areas where the
State requires a separate license for
the department of the provider, the re-
mote location of a hospital, or the sat-
ellite facility, or in States where State
law does not permit licensure of the
provider and the prospective depart-
ment of the provider, the remote loca-
tion of a hospital, or the satellite facil-
ity under a single license. If a State
health facilities’ cost review commis-
sion or other agency that has authority
to regulate the rates charged by hos-
pitals or other providers in a State
finds that a particular facility or orga-
nization is not part of a provider, CMS
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will determine that the facility or or-
ganization does not have provider-
based status.

(2) Clinical services. The clinical serv-
ices of the facility or organization
seeking provider-based status and the
main provider are integrated as evi-
denced by the following:

(i) Professional staff of the facility or
organization have clinical privileges at
the main provider.

(ii) The main provider maintains the
same monitoring and oversight of the
facility or organization as it does for
any other department of the provider.

(iii) The medical director of the facil-
ity or organization seeking provider-
based status maintains a reporting re-
lationship with the chief medical offi-
cer or other similar official of the main
provider that has the same frequency,
intensity, and level of accountability
that exists in the relationship between
the medical director of a department of
the main provider and the chief med-
ical officer or other similar official of
the main provider, and is under the
same type of supervision and account-
ability as any other director, medical
or otherwise, of the main provider.

(iv) Medical staff committees or
other professional committees at the
main provider are responsible for med-
ical activities in the facility or organi-
zation, including quality assurance,
utilization review, and the coordina-
tion and integration of services, to the
extent practicable, between the facility
or organization seeking provider-based
status and the main provider.

(v) Medical records for patients
treated in the facility or organization
are integrated into a unified retrieval
system (or cross reference) of the main
provider.

(vi) Inpatient and outpatient services
of the facility or organization and the
main provider are integrated, and pa-
tients treated at the facility or organi-
zation who require further care have
full access to all services of the main
provider and are referred where appro-
priate to the corresponding inpatient
or outpatient department or service of
the main provider.

(3) Financial integration. The financial
operations of the facility or organiza-
tion are fully integrated within the fi-
nancial system of the main provider, as
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evidenced by shared income and ex-
penses between the main provider and
the facility or organization. The costs
of a facility or organization that is a
hospital department are reported in a
cost center of the provider, costs of a
provider-based facility or organization
other than a hospital department are
reported in the appropriate cost center
or cost centers of the main provider,
and the financial status of any pro-
vider-based facility or organization is
incorporated and readily identified in
the main provider’s trial balance.

(4) Public awareness. The facility or
organization seeking status as a de-
partment of a provider, a remote loca-
tion of a hospital, or a satellite facility
is held out to the public and other pay-
ers as part of the main provider. When
patients enter the provider-based facil-
ity or organization, they are aware
that they are entering the main pro-
vider and are billed accordingly.

(5) Obligations of hospital outpatient
departments and hospital-based entities.
In the case of a hospital outpatient de-
partment or a hospital-based entity,
the facility or organization must fulfill
the obligations of hospital outpatient
departments and hospital-based enti-
ties described in paragraph (g) of this
section.

(e) Additional requirements applicable
to off-campus facilities or organizations.
Except as described in paragraphs (b)(2)
and (b)(6) of this section, any facility
or organization for which provider-
based status is sought that is not lo-
cated on the campus of a potential
main provider must meet both the re-
quirements in paragraph (d) of this sec-
tion and all of the following additional
requirements, in order to be deter-
mined by CMS to have provider-based
status.

(1) Operation under the ownership and
control of the main provider. The facility
or organization seeking provider-based
status is operated under the ownership
and control of the main provider, as
evidenced by the following:

(i) The business enterprise that con-
stitutes the facility or organization is
100 percent owned by the main pro-
vider.

(ii) The main provider and the facil-
ity or organization seeking status as a
department of the main provider, a re-
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mote location of a hospital, or a sat-
ellite facility have the same governing
body.

(iii) The facility or organization is
operated under the same organiza-
tional documents as the main provider.
For example, the facility or organiza-
tion seeking provider-based status
must be subject to common bylaws and
operating decisions of the governing
body of the main provider where it is
based.

(iv) The main provider has final re-
sponsibility for administrative deci-
sions, final approval for contracts with
outside parties, final approval for per-
sonnel actions, final responsibility for
personnel policies (such as fringe bene-
fits or code of conduct), and final ap-
proval for medical staff appointments
in the facility or organization.

(2) Administration and supervision. The
reporting relationship between the fa-
cility or organization seeking provider-
based status and the main provider
must have the same frequency, inten-
sity, and level of accountability that
exists in the relationship between the
main provider and one of its existing
departments, as evidenced by compli-
ance with all of the following require-
ments:

(i) The facility or organization is
under the direct supervision of the
main provider.

(ii) The facility or organization is op-
erated under the same monitoring and
oversight by the provider as any other
department of the provider, and is op-
erated just as any other department of
the provider with regard to supervision
and accountability. The facility or or-
ganization director or individual re-
sponsible for daily operations at the
entity—

(A) Maintains a reporting relation-
ship with a manager at the main pro-
vider that has the same frequency, in-
tensity, and level of accountability
that exists in the relationship between
the main provider and its existing de-
partments; and

(B) Is accountable to the governing
body of the main provider, in the same
manner as any department head of the
provider.

(iii) The following administrative
functions of the facility or organiza-
tion are integrated with those of the
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provider where the facility or organiza-
tion is based: billing services, records,
human resources, payroll, employee
benefit package, salary structure, and
purchasing services. Either the same
employees or group of employees han-
dle these administrative functions for
the facility or organization and the
main provider, or the administrative
functions for both the facility or orga-
nization and the entity are—

(A) Contracted out under the same
contract agreement; or

(B) Handled under different contract
agreements, with the contract of the
facility or organization being managed
by the main provider.

(38) Location. The facility or organiza-
tion meets the requirements in para-
graph (e)(3)(1), (e)(3)(ii), (e)(3)(iii),
(e)(3)({v), (e)(3)(v), or, in the case of an
RHC, paragraph (e)(3)(vi) of this sec-
tion, and the requirements in para-
graph (e)(3)(vii) of this section.

(i) The facility or organization is lo-
cated within a 35-mile radius of the
campus of the hospital or CAH that is
the potential main provider.

(ii) The facility or organization is
owned and operated by a hospital or
CAH that has a disproportionate share
adjustment (as determined under
§412.106 of this chapter) greater than
11.75 percent or is described in
§412.106(c)(2) of this chapter imple-
menting section 1886(d)(5)(F)(i)(II) of
the Act and is—

(A) Owned or operated by a unit of
State or local government;

(B) A public or nonprofit corporation
that is formally granted governmental
powers by a unit of State or local gov-
ernment; or

(C) A private hospital that has a con-
tract with a State or local government
that includes the operation of clinics
located off the main campus of the hos-
pital to assure access in a well-defined
service area to health care services for
low-income individuals who are not en-
titled to benefits under Medicare (or
medical assistance under a Medicaid
State plan).

(iii) The facility or organization dem-
onstrates a high level of integration
with the main provider by showing
that it meets all of the other provider-
based criteria and demonstrates that it
serves the same patient population as
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the main provider, by submitting
records showing that, during the 12-
month period immediately preceding
the first day of the month in which the
application for provider-based status is
filed with CMS, and for each subse-
quent 12-month period—

(A) At least 75 percent of the patients
served by the facility or organization
reside in the same zip code areas as at
least 75 percent of the patients served
by the main provider; or

(B) At least 75 percent of the patients
served by the facility or organization
who required the type of care furnished
by the main provider received that care
from that provider (for example, at
least 75 percent of the patients of an
RHC seeking provider-based status re-
ceived inpatient hospital services from
the hospital that is the main provider).

(iv) If the facility or organization is
unable to meet the criteria in para-
graph (e)(3)({ii)(A) or paragraph
(e)(3)(iii)(B) of this section because it
was not in operation during all of the
12-month period described in paragraph
(e)(3)(iii) of this section, the facility or
organization is located in a zip code
area included among those that, during
all of the 12-month period described in
paragraph (e)(3)(iii) of this section, ac-
counted for at least 75 percent of the
patients served by the main provider.

(v) The facility or organization meets
all of the following criteria:

(A) The facility or organization is
seeking provider-based status with re-
spect to a hospital that meets the cri-
teria in §412.23(d) for reimbursement
under Medicare as a children’s hos-
pital;

(B) The facility or organization
meets the criteria for identifying in-
tensive care type units set forth in the
Medicare reasonable cost reimburse-
ment regulations under §413.53(d).

(C) The facility or organization ac-
cepts only patients who are newborn
infants who require intensive care on
an inpatient basis.

(D) The hospital in which the facility
or organization is physically located is
in a rural area as defined in
§412.64(b)(1)(ii)(C) of this chapter.

(E) The facility or organization is lo-
cated within a 100-mile radius of the
children’s hospital that is the potential
main provider.
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(F) The facility or organization is lo-
cated at least 35 miles from the nearest
other neonatal intensive care unit.

(G) The facility or organization
meets all other requirements for pro-
vider-based status under this section.

(vi) Both of the following criteria are
met:

(A) The facility or organization is an
RHC that is otherwise qualified as a
provider-based entity of a hospital that
has fewer than 50 beds, as determined
under §412.105(b) of this chapter; and

(B) The hospital with which the facil-
ity or organization has a provider-
based relationship is located in a rural
area, as defined in §412.64(b)(1)(ii)(C) of
this subchapter.

(vii) A facility or organization may
qualify for provider-based status under
this section only if the facility or orga-
nization and the main provider are lo-
cated in the same State or, when con-
sistent with the laws of both States, in
adjacent States.

(f) Provider-based status for joint ven-
tures. In order for a facility or organi-
zation operated as a joint venture to be
considered provider-based, the facility
or organization must—

(1) Be partially owned by at least one
provider’

(2) Be located on the main campus of
a provider who is a partial owner;

(3) Be provider-based to that one pro-
vider whose campus on which the facil-
ity or organization is located; and

(4) Also meet all the requirements
applicable to all provider-based facili-
ties and organizations in paragraph (d)
of this section. For example, where a
provider has jointly purchased or joint-
ly created a facility under joint ven-
ture arrangements with one or more
other providers, and the facility is not
located on the campus of the provider
or the campus of any other provider en-
gaged in the joint venture arrange-
ment, no party to the joint venture ar-
rangement can claim the facility as
provider-based.

(g) Obligations of hospital outpatient
departments and hospital-based entities.
To qualify for provider-based status in
relation to a hospital, a facility or or-
ganization must comply with the fol-
lowing requirements:

(1) The following departments must
comply with the antidumping rules of
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§§489.20(1), (m), (q), and (r) and 489.24 of
this chapter:

(i) Any facility or organization that
is located on the main hospital campus
and is treated by Medicare under this
section as a department of the hos-
pital; and

(ii) Any facility or organization that
is located off the main hospital campus
that is treated by Medicare under this
section as a department of the hospital
and is a dedicated emergency depart-
ment, as defined in §489.24(b) of this
chapter.

(2) Physician services furnished in
hospital outpatient departments or
hospital-based entities (other than
RHCs) must be billed with the correct
site-of-service so that appropriate phy-
sician and practitioner payment
amounts can be determined under the
rules of Part 414 of this chapter.

(3) Hospital outpatient departments
must comply with all the terms of the
hospital’s provider agreement.

(4) Physicians who work in hospital
outpatient departments or hospital-
based entities are obligated to comply
with the non-discrimination provisions
in §489.10(b) of this chapter.

(5) Hospital outpatient departments
(other than RHCs) must treat all Medi-
care patients, for billing purposes, as
hospital outpatients. The department
must not treat some Medicare patients
as hospital outpatients and others as
physician office patients.

(6) In the case of a patient admitted
to the hospital as an inpatient after re-
ceiving treatment in the hospital out-
patient department or hospital-based
entity, payments for services in the
hospital outpatient department or hos-
pital-based entity are subject to the
payment window provisions applicable
to PPS hospitals and to hospitals and
units excluded from PPS set forth at
§412.2(c)(b) of this chapter and at
§413.40(c)(2), respectively.

(7) When a Medicare beneficiary is
treated in a hospital outpatient depart-
ment that is not located on the main
provider’s campus, the treatment is
not required to be provided by the anti-
dumping rules in §489.24 of this chap-
ter, and the beneficiary will incur a co-
insurance liability for an outpatient
visit to the hospital as well as for the
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physician service, the following re-
quirements must be met:

(i) The hospital must provide written
notice to the beneficiary, before the de-
livery of services, of—

(A) The amount of the beneficiary’s
potential financial liability; or

(B) If the exact type and extent of
care needed are not known, an expla-
nation that the beneficiary will incur a
coinsurance liability to the hospital
that he or she would not incur if the fa-
cility were not provider-based, an esti-
mate based on typical or average
charges for visits to the facility, and a
statement that the patient’s actual 1li-
ability will depend upon the actual
services furnished by the hospital.

(ii) The notice must be one that the
beneficiary can read and understand.

(iii) If the beneficiary is unconscious,
under great duress, or for any other
reason unable to read a written notice
and understand and act on his or her
own rights, the notice must be pro-
vided, before the delivery of services,
to the beneficiary’s authorized rep-
resentative.

(iv) In cases where a hospital out-
patient department provides examina-
tion or treatment that is required to be
provided by the antidumping rules of
§489.24 of this chapter, notice, as de-
scribed in this paragraph (g)(7), must
be given as soon as possible after the
existence of an emergency has been
ruled out or the emergency condition
has been stabilized.

(8) Hospital outpatient departments
must meet applicable hospital health
and safety rules for Medicare-partici-
pating hospitals in part 482 of this
chapter.

(h) Management contracts. A facility
or organization that is not located on
the campus of the potential main pro-
vider and otherwise meets the require-
ments of paragraphs (d) and (e) of this
section, but is operated under manage-
ment contracts, must also meet all of
the following criteria:

(1) The main provider (or an organi-
zation that also employs the staff of
the main provider and that is not the
management company) employs the
staff of the facility or organization who
are directly involved in the delivery of
patient care, except for management
staff and staff who furnish patient care
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services of a type that would be paid
for by Medicare under a fee schedule
established by regulations at part 414
of this chapter. Other than staff that
may be paid under such a Medicare fee
schedule, the main provider may not
utilize the services of ‘‘leased’ employ-
ees (that is, personnel who are actually
employed by the management company
but provide services for the provider
under a staff leasing or similar agree-
ment) that are directly involved in the
delivery of patient care.

(2) The administrative functions of
the facility or organization are inte-
grated with those of the main provider,
as determined under criteria in para-
graph (e)(2)(iii) of this section.

(3) The main provider has significant
control over the operations of the facil-
ity or organization as determined
under criteria in paragraph (e)(2)(ii) of
this section.

(4) The management contract is held
by the main provider itself, not by a
parent organization that has control
over both the main provider and the fa-
cility or organization.

(i) Furnishing all services under ar-
rangement. A facility or organization
may not qualify for provider-based sta-
tus if all patient care services fur-
nished at the facility or organization
are furnished under arrangements.

(3) Inappropriate treatment of a facility
or organization as provider-based—(1) De-
termination and review. If CMS learns
that a provider has treated a facility or
organization as provider-based and the
provider did not request a determina-
tion of provider-based status from CMS
under paragraph (b)(3) of this section
and CMS determines that the facility
or organization did not meet the re-
quirements for provider-based status
under paragraphs (d) through (i) of this
section, as applicable (or, in any period
before the effective date of these regu-
lations, the provider-based require-
ments in effect under Medicare pro-
gram regulations or instructions), CMS
will—

(i) Issue notice to the provider in ac-
cordance with paragraph (j)(3) of this
section, adjust the amount of future
payments to the provider for services
of the facility or organization in ac-
cordance with paragraph (j)(4) of this
section, and continue payments to the
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provider for services of the facility or
organization only in accordance with
paragraph (j)(b) of this section; and

(ii) Except as otherwise provided in
paragraphs (b)(2), (b)), or (j)(2) of this
section, recover the difference between
the amount of payments that actually
was made and the amount of payments
that CMS estimates should have been
made, in the absence of compliance
with the provider-based requirements,
to that provider for services at the fa-
cility or organization for all cost re-
porting periods subject to reopening in
accordance with §§405.1885 and 405.1889
of this chapter.

(2) Ezxception for good faith effort. CMS
will not recover any payments for any
period before the beginning of the hos-
pital’s first cost reporting period begin-
ning on or after January 10, 2001, if,
during all of that period—

(i) The requirements regarding licen-
sure and public awareness in para-
graphs (d)(1) and (d)(4) of this section
were met;

(ii) All facility services were billed as
if they had been furnished by a depart-
ment of a provider, a remote location
of a hospital, a satellite facility, or a
provider-based entity of the main pro-
vider; and

(iii) All professional services of phy-
sicians and other practitioners were
billed with the correct site-of-service
indicator, as described in paragraph
(2)(2) of this section.

(3) Notice to provider. If CMS deter-
mines that a facility or organization
was inappropriately treated as pro-
vider-based, CMS will issue written no-
tice to the provider that payments for
past cost reporting periods may be re-
viewed and recovered as described in
paragraph (j)(1)(ii) of this section, and
that future payments for services in or
of the facility or organization will be
adjusted as described in paragraph
(j)(4) of this section.

(4) Adjustment of payments. If CMS de-
termines that a facility or organization
was inappropriately treated as pro-
vider-based, CMS will adjust future
payments to the provider or the facil-
ity or organization, or both, to esti-
mate the amounts that would be paid
for the same services furnished by a
freestanding facility.
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(5) Continuation of payment. (i) The
notice of denial of provider-based sta-
tus sent to the provider will ask the
provider to notify CMS in writing,
within 30 days of the date the notice is
issued, of whether the provider intends
to seek a determination of provider-
based status for the facility or organi-
zation under this section or whether
the facility or organization (or, where
applicable, the practitioners who staff
the facility or organization) will be
seeking to enroll and meet other re-
quirements to bill for services in a
freestanding facility.

(ii) If the provider indicates that it
will not be seeking a determination for
the facility or organization under this
section or that the facility or organiza-
tion or its practitioners will not be
seeking to enroll, or if CMS does not
receive a response within 30 days of the
date the notice was issued, all payment
under this paragraph (j)(6) will end as
of the 30th day after the date of notice.

(iii) If the provider indicates that it
will be seeking a determination for the
facility or organization under this sec-
tion or that the facility or organiza-
tion or its practitioners will be seeking
to meet enrollment and other require-
ments for billing for services in a free-
standing facility, payment for services
of the facility or organization will con-
tinue, at the adjusted amounts de-
scribed in paragraph (j)(4) of this sec-
tion, for as long as is required for all
billing requirements to be met (but not
longer than 6 months) if the provider
or the facility or organization or its
practitioners—

(A) Submits, as applicable, a com-
plete request for a determination of
provider-based status or a complete en-
rollment application and provide all
other required information within 90
days after the date of notice; and

(B) Furnishes all other information
needed by CMS to make a determina-
tion regarding provider-based status or
process the enrollment application, as
applicable, and verifies that other bill-
ing requirements are met.

(v) If the necessary applications or
information are not provided, CMS will
terminate all payment to the provider,
facility, or organization as of the date

887



§413.65

CMS issues notice that necessary appli-
cations or information have not been
submitted.

(k) Temporary treatment as provider-
based. If a provider submits a complete
attestation of compliance with the re-
quirements for provider-based status
for a facility or organization that has
not previously been found by CMS to
have been inappropriately treated as
provider-based under paragraph (j) of
this section, the provider may bill and
be paid for services of the facility or
organization as provider-based from
the date it submits the attestation and
any required supporting documenta-
tion until the date that CMS deter-
mines that the facility or organization
does not meet the provider-based rules.
If CMS subsequently determines that
the requirements for provider-based
status are not met, CMS will recover
the difference between the amount of
payments that actually was made since
the date the complete attestation of
compliance with provider-based re-
quirements was submitted and the
amount of payments that CMS esti-
mates should have been made in the
absence of compliance with the pro-
vider-based requirements. For purposes
of this paragraph (k), a complete attes-
tation of compliance with provider-
based requirements is one that includes
all information needed to permit CMS
to make a determination under para-
graph (b)(3) of this section.

(1) Correction of errors. (1) If CMS de-
termines that a facility or organization
that had previously been determined to
be provider-based under this section no
longer qualifies for provider-based sta-
tus, and the failure to qualify for pro-
vider-based status resulted from a ma-
terial change in the relationship be-
tween the provider and the facility or
organization that the provider did re-
port to CMS under paragraph (c) of this
section, treatment of the facility or or-
ganization as provider-based ceases
with the date that CMS determines
that the facility or organization no
longer qualifies for provider-based sta-
tus.

(2) If CMS determines that a facility
or organization that had previously
been determined to be provider-based
under this section no longer qualifies
for provider-based status, and if the
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failure to qualify for provider-based
status resulted from a material change
in the relationship between the pro-
vider and the facility or organization
that the provider did not report to
CMS under paragraph (c) of this sec-
tion, CMS will take the actions with
respect to notice to the provider, ad-
justment of payments, and continu-
ation of payment described in para-
graphs (j)(3), (j)(4), and (j)(b) of this sec-
tion, and will recover past payments to
the provider to the extent described in
paragraph (j)(1)(ii) of this section.

(m) Status of Indian Health Service and
Tribal facilities and organizations. Fa-
cilities and organizations operated by
the Indian Health Services and Tribes
will be considered to be departments of
hospitals operated by the Indian
Health Service or Tribes if they furnish
only services that are billed, using the
CCN of the main provider and with the
consent of the main provider, as if they
had been furnished by a department of
a hospital operated by the Indian
Health Service or a Tribe and they are:

(1) Owned and operated by the Indian
Health Service;

(2) Owned by the Tribe but leased
from the Tribe by the IHS under the
Indian Self-Determination Act (Pub. L.
93-638) in accordance with applicable
regulations and policies of the Indian
Health Service in consultation with
Tribes: or

(3) Owned by the Indian Health Serv-
ice but leased and operated by the
Tribe under the Indian Self-Determina-
tion Act (Pub. L. 93-638) in accordance
with applicable regulations and poli-
cies of the Indian Health Service in
consultation with Tribes.

(n) FQHCs and ‘‘look alikes.” A facil-
ity that has, since April 7, 1995, fur-
nished only services that were billed as
if they had been furnished by a depart-
ment of a provider will continue to be
treated, for purposes of this section, as
a department of the provider without
regard to whether it complies with the
criteria for provider-based status in
this section, if the facility—

(1) Received a grant on or before
April 7, 2000 under section 330 of the
Public Health Service Act and con-
tinues to receive funding under such a
grant, or is receiving funding from a
grant made on or before April 7, 2000
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under section 330 of the Public Health
Service Act under a contract with the
beneficiary of such a grant, and con-
tinues to meet the requirements to re-
ceive a grant under section 330 of the
Public Health Service Act; or

(2) Based on the recommendation of
the Public Health Service, was deter-
mined by CMS on or before April 7, 2000
to meet the requirements for receiving
a grant under section 330 of the Public
Health Service Act, and continues to
meet such requirements.

(0) Effective date of provider-based sta-
tus—(1) General rule. Provider-based
status for a facility or organization is
effective on the earliest date all of the
requirements of this part have been
met.

(2) Inappropriate treatment as provider-
based or mot reporting material change.
Effective for any period on or after Oc-
tober 1, 2002 (or, in the case of facilities
or organizations described in paragraph
(b)(2) of this section, for cost reporting
periods starting on or after July 1,
2003), if a facility or organization is
found by CMS to have been inappropri-
ately treated as provider-based under
paragraph (j) of this section for those
periods, or previously was determined
by CMS to be provider-based but no
longer qualifies as provider-based be-
cause of a material change occurring
during those periods that was not re-
ported to CMS under paragraph (c) of
this section, CMS will not treat the fa-
cility or organization as provider-based
for payment purposes until CMS has
determined, based on documentation
submitted by the provider, that the fa-
cility or organization meets all re-
quirements for provider-based status
under this part

[66 FR 18538, Apr. 7, 2000, as amended at 65
FR 58920, Oct. 3, 2000; 66 FR 1599, Jan. 9, 2001;
66 FR 59920, Nov. 30, 2001; 67 FR 50114, Aug. 1,
2002; 68 FR 46070, Aug. 4, 2003; 68 FR 53261,
Sept. 9, 2003; 70 FR 47487, Aug. 12, 2005; 74 FR
44000, Aug. 27, 2009; 82 FR 38515, Aug. 14, 2017]

§413.70 Payment for services of a
CAH

(a) Payment for inpatient services fur-
nished by a CAH (other than services of
distinct part units). (1) Effective for cost
reporting periods beginning on or after
January 1, 2004, payment for inpatient
services of a CAH, other than services
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of a distinct part unit of the CAH and
other than the items included in the
incentive payment described in para-
graph (a)(b) of this section and subject
to the adjustments described in para-
graph (a)(6) of this section, is 101 per-
cent of the reasonable costs of the CAH
in providing CAH services to its inpa-
tients, as determined in accordance
with section 1861(v)(1)(A) of the Act
and the applicable principles of cost re-
imbursement in this part and in part
415 of this chapter, except that the fol-
lowing payment principles are excluded
when determining payment for CAH in-
patient services:

(i) Lesser of cost or charges;

(ii) Ceilings on hospital operating
costs;

(iii) Reasonable compensation equiv-
alent (RCE) limits for physician serv-
ices to providers; and

(iv) The payment window provisions
for preadmission services, specified in
§412.2(c)(b) of this subchapter and
§413.40(c)(2) of this part.

(2) Except as specified in paragraph
(a)(3) of this section, payment to a CAH
for inpatient services does not include
any costs of physician services or other
professional services to CAH inpa-
tients, and is subject to the Part A hos-
pital deductible and coinsurance, as de-
termined under subpart G of part 409 of
this chapter.

(3) If a CAH meets the criteria in
§412.113(c) of this subchapter for pass-
through of costs of anesthesia services
furnished by qualified nonphysician an-
esthetists employed by the CAH or ob-
tained under arrangements, payment
to the CAH for the costs of those serv-
ices is made in accordance with
§412.113(c).

(4) Payment for inpatient services of
distinct part psychiatric or rehabilita-
tion units is described in paragraph (e)
of this section.

(5) A qualifying CAH receives an in-
centive payment for the reasonable
costs of purchasing certified EHR tech-
nology in a cost reporting period dur-
ing a payment year as determined
under §495.106 of this chapter in lieu of
payment for such reasonable costs
under paragraph (a)(1) of this section.

(6)(i) For cost reporting periods be-
ginning in or after FY 2015, if a CAH is
not a qualifying CAH for the applicable
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EHR reporting period, as defined in
§§495.4 and 495.106(a) of this chapter,
then notwithstanding the percentage
applicable in paragraph (a)(1) of this
section, the reasonable costs of the
CAH in providing CAH services to its
inpatients are adjusted by the fol-
lowing applicable percentage:

(A) For cost reporting periods begin-
ning in FY 2015, 100.66 percent.

(B) For cost reporting periods begin-
ning in FY 2016, 100.33 percent.

(C) For cost reporting periods begin-
ning in FY 2017 and each subsequent
fiscal year, 100 percent.

(i1) The Secretary may on a case-by-
case basis, exempt a CAH that is not a
qualifying CAH from the application of
the payment adjustment under para-
graph (a)(6)(i) of this section if the Sec-
retary determines that compliance
with the requirement for being a mean-
ingful user would result in a significant
hardship for the CAH. In order to be
considered for an exception, a CAH
must submit an application dem-
onstrating that it meets one or more of
the criteria specified in this paragraph
(a)(6) for the applicable payment ad-
justment year no later than November
30 after the close of the applicable EHR
reporting period, or a later date speci-
fied by CMS. The Secretary may grant
an exception for one or more of the fol-
lowing:

(A) During any 90-day period from
the beginning of the cost reporting pe-
riod that begins in the fiscal year be-
fore the payment adjustment year to
November 30 after the end of the pay-
ment adjustment year, or a later date
specified by CMS, the hospital was lo-
cated in an area without sufficient
Internet access to comply with the
meaningful use objectives requiring
Internet connectivity, and faced insur-
mountable barriers to obtaining such
Internet connectivity.

(B) A CAH that faces extreme and un-
controllable circumstances that pre-
vent it from becoming a meaningful
EHR user during the payment adjust-
ment year.

(C) The CAH is new in the payment
adjustment year and has not pre-
viously operated (under previous or
present ownership). This exception ex-
pires beginning with the first Federal
fiscal year that begins on or after the

42 CFR Ch. IV (10-1-24 Edition)

hospital has had at least one 12-month
(or longer) cost reporting period after
they accept their first Medicare-cov-
ered patient. For the purposes of this
exception, the following CAHs are not
considered new CAHs:

(I) A CAH that builds new or replace-
ment facilities at the same or another
location even if coincidental with a
change of ownership, a change in man-
agement, or a lease arrangement.

(2) A CAH that closes and subse-
quently reopens.

(3) A CAH that has been converted
from an eligible hospital as defined at
§495.4 of this chapter.

(iii) Exception for decertified EHR tech-
nology. Beginning with the fiscal year
2018 payment adjustment year, the Sec-
retary shall exempt a CAH that is not
a qualifying CAH from the application
of the payment adjustment under para-
graph (a)(6)(i) of this section if the Sec-
retary determines that compliance
with the requirement for being a mean-
ingful EHR user is not possible because
the certified EHR technology used by
the CAH has been decertified under
ONC’s Health IT Certification Pro-
gram. In order to be considered for an
exception, a CAH must submit an ap-
plication, in the manner specified by
CMS, demonstrating that the certified
EHR technology was decertified during
the 12-month period preceding the ap-
plicable EHR reporting period for the
payment adjustment year, or during
the applicable EHR reporting period for
the payment adjustment year, and that
the CAH made a good faith effort to ob-
tain another certified EHR technology
for that EHR reporting period. Applica-
tions requesting this exception must be
submitted by November 30 after the
end of the applicable payment adjust-
ment year, or a later date specified by
CMS.

(iv) Exceptions granted under para-
graphs (a)(6)(ii) and (iii) of this section
are subject to annual renewal, but in
no case may a CAH be granted such an
exception for more than 5 years.

(7) There is no administrative or judi-
cial review under section s1869 and 1878
of the Actor otherwise of the following:
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(i) The methodology and standards
for determining the amount of pay-
ment under paragraph (a)(5) of this sec-
tion, including the calculation of rea-
sonable costs under §495.106(c) of this
chapter.

(ii) The methodology and standards
for determining the amount of pay-
ment adjustments made under para-
graph (a)(6).

(iii) The methodology and standards
for determining a CAH to be a quali-
fying CAH under §495.106 of this chap-
ter.

(iv) The methodology and standards
for determining if the hardship exemp-
tion applies to a CAH under paragraph
(a)(6)(ii) of this section.

(v) The specification of the cost re-
porting periods, payment years, or fis-
cal years as applied under this para-
graph.

(b) Payment for outpatient services fur-
nished by CAH—(1) General. (i) Unless
the CAH elects to be paid for services
to its outpatients under the method
specified in paragraph (b)(3) of this sec-
tion, the amount of payment for out-
patient services of a CAH is determined
under paragraph (b)(2) of this section.

(ii) Except as specified in paragraph
(b)(6) of this section, payment to a CAH
for outpatient services does not include
any costs of physician services or other
professional services to CAH out-
patients.

(2) Reasonable costs for facility services.
(i) Effective for cost reporting periods
beginning on or after January 1, 2004,
payment for outpatient services of a
CAH is 101 percent of the reasonable
costs of the CAH in providing CAH
services to its outpatients, as deter-
mined in accordance with section
1861(v)(1)(A) of the Act and the applica-
ble principles of cost reimbursement in
this part and in part 415 of this chap-
ter, except that the following payment
principles are excluded when deter-
mining payment for CAH outpatient
services:

(A) Lesser of cost or charges; and

(B) RCE limits.

(ii) Payment to a CAH under para-
graph (b)(2) of this section does not in-
clude any costs of physician services or
other professional services to CAH out-
patients and, other than for clinical di-
agnostic laboratory tests, is subject to
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the Part B deductible and coinsurance
amounts as determined under
§§410.152(k), 410.160, and 410.161 of this
chapter.

(iii) [Reserved]

(3) Election to be paid reasonable costs
for facility services plus fee schedule for
professional services. (i) A CAH may
elect to be paid for outpatient services
in any cost reporting period beginning
on or after July 1, 2004 under the meth-
od described in paragraphs (b)(3)(ii) and
(b)(3)(iii) of this section.

(A)(1) For cost reporting periods begin-
ning before October 1, 2010. The election
must be made in writing, made on an
annual basis, and delivered to the con-
tractor or MAC servicing the CAH at
least 30 days before the start of the
cost reporting period for which the
election is made. An election, once
made for a cost reporting period, re-
mains in effect for all of that period.

(2) For cost reporting periods beginning
on or after October 1, 2010. If a CAH had
elected the method specified in para-
graph (b)(3)(i) of this section in its
most recent cost reporting period be-
ginning prior to October 1, 2010, that
election remains in effect for all of
that period and for all subsequent cost
reporting periods, unless the CAH sub-
mits a termination request to the con-
tractor or MAC servicing the CAH at
least 30 days before the start of the
next cost reporting period. However,
for cost reporting periods beginning in
October 2010 and November 2010, if a
CAH wishes to terminate its previous
election, the CAH must submit a ter-
mination request to the contractor or
MAC servicing the CAH prior to De-
cember 1, 2010. If a CAH had no election
in effect in its most recent preceding
cost reporting period and chooses to
elect the method specified in paragraph
(b)(3)(1) of this section on or after Octo-
ber 1, 2010, the election must be made
in writing and delivered to the con-
tractor or MAC servicing the CAH at
least 30 days before the start of the
first cost reporting period for which
the election is made. Once the election
is made, it remains in effect for all of
that period and for all subsequent cost
reporting periods unless the CAH sub-
mits a termination request to the con-
tractor or MAC servicing the CAH at
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least 30 days before the start of the
next cost reporting period.

(B) An election of the payment meth-
od specified under paragraph (b)(3)(i) of
this section applies to all services fur-
nished to outpatients by a physician or
other practitioner who has reassigned
his or her rights to bill for those serv-
ices to the CAH in accordance with
subpart F of part 424 of this chapter. If
a physician or other practitioner does
not reassign his or her billing rights to
the CAH in accordance with subpart F
of part 424 of this chapter, payment for
the physician’s or practitioner’s serv-
ices furnished to CAH outpatients will
be made on a fee schedule or other ap-
plicable basis as specified in subpart B
of part 414 of this subchapter.

(C) In the case of a CAH that made an
election under this section before No-
vember 1, 2003, for a cost reporting pe-
riod beginning before December 1, 2003,
the rules in paragraph (b)(3)(i)(B) of
this section are applicable to cost re-
porting periods beginning on or after
July 1, 2001.

(D) An election made under para-
graph (b)(3)(1) of this section is effec-
tive as provided for under paragraph
()(B)(D)(A) or paragraph (b)3)(I)(C) of
this section and does not apply to an
election that was terminated prior to
the start of the cost reporting period
for which it would otherwise apply.

(ii) If the CAH elects payment under
this method, payment to the CAH for
each outpatient visit will be the sum of
the following:

(A) Effective for cost reporting peri-
ods beginning on or after January 1,
2004, for facility services not including
any services for which payment may be
made under paragraph (b)(3)(ii)(B) of
this section, 101 percent of the reason-
able costs of the services as determined
under paragraph (b)(2)(i) of this sec-
tion; and

(B) For professional services that are
furnished by a physician or other prac-
titioner who has reassigned his or her
rights to bill for those services to the
CAH in accordance with part 424, sub-
part F of this chapter, and that would
otherwise be payable to the physician
or other practitioner if the rights to
bill for them had not been reassigned,
115 percent of the amounts that other-
wise would be paid for the service if the

42 CFR Ch. IV (10-1-24 Edition)

CAH had not elected payment under
this method. Effective for primary care
services furnished by primary care
practitioners (as defined in §414.80(a))
and major surgical procedures fur-
nished by general surgeons in health
professional shortage areas (as defined
in §414.2) furnished on or after January
1, 2011 and before January 1, 2016, in-
centive payments specified under
§414.80 and §414.67(b), respectively, of
this title must not be included in de-
termining payment made under this
paragraph.

(iii) Payment to a CAH, other than
for clinical diagnostic laboratory tests,
is subject to the Part B deductible and
coinsurance amounts, as determined
under §§410.152(k), 410.160, and 410.161 of
this chapter.

(4) Costs of certain emergency room on-
call providers. (i) Effective for cost re-
porting periods beginning on or after
October 1, 2001, the reasonable costs of
outpatient CAH services under para-
graph (b) of this section may include
amounts for reasonable compensation
and related costs for an emergency
room physician who is on call but who
is not present on the premises of the
CAH involved, is not otherwise fur-
nishing physicians’ services, and is not
on call at any other provider or facil-
ity. Effective for costs incurred for
services furnished on or after January
1, 2005, the payment amount of 101 per-
cent of the reasonable costs of out-
patient CAH services may also include
amounts for reasonable compensation
and related costs for the following
emergency room providers who are on
call but who are not present on the
premises of the CAH involved, are not
otherwise furnishing physicians’ serv-
ices, and are not on call at any other
provider or facility: physician assist-
ants, nurse practitioners, and clinical
nurse specialists.

(ii) For purposes of this paragraph
)(4)—

(A) ‘“Amounts for reasonable com-
pensation and related costs’ means all
allowable costs of compensating emer-
gency room physicians, physician as-
sistants, nurse practitioners, and clin-
ical nurse specialists who are on call to
the extent that the costs are found to
be reasonable under the rules specified
in paragraph (b)(2) of this section and
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the applicable sections of part 413.
Costs of compensating these specified
medical emergency room staff are al-
lowable only if the costs are incurred
under written contracts that require
the physician, physician assistant,
nurse practitioner, or clinical nurse
specialist to come to the CAH when the
physician’s or other practitioner’s
presence is medically required.

(B) Effective for costs incurred on or
after January 1, 2005, an ‘‘emergency
room physician, physician assistant,
nurse practitioner, or clinical nurse
specialist who is on call’”” means a doc-
tor of medicine or osteopathy, a physi-
cian assistant, a nurse practitioner, or
a clinical nurse specialist, with train-
ing or experience in emergency care
who is immediately available by tele-
phone or radio contact, and is available
onsite within the timeframes specified
in §485.618(d) of this chapter.

(5) Costs of ambulance services. (i)(A)
Effective for services furnished on or
after December 21, 2000 and on or before
December 31, 2003, payment for ambu-
lance services furnished by a CAH or an
entity that is owned and operated by a
CAH is the reasonable costs of the CAH
or the entity in furnishing those serv-
ices, but only if the CAH or the entity
is the only provider or supplier of am-
bulance services located within a 35-
mile drive of the CAH or the entity.

(B) Effective for cost reporting peri-
ods beginning on or after January 1,
2004 and on or before September 30,
2011, payment for ambulance services
furnished by a CAH or an entity that is
owned and operated by a CAH is 101
percent of the reasonable costs of the
CAH or the entity in furnishing those
services, but only if the CAH or the en-
tity is the only provider or supplier of
ambulance services located within a 35-
mile drive of the CAH or the entity.

(C) Effective for cost reporting peri-
ods beginning on or after October 1,
2011 and on or before September 30,
2019, payment for ambulance services
furnished by a CAH or an entity that is
owned and operated by a CAH is 101
percent of the reasonable costs of the
CAH or the entity in furnishing those
services, but only if the CAH or the en-
tity is the only provider or supplier of
ambulance services located within a 35-
mile drive of the CAH. If there is no
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provider or supplier of ambulance serv-
ices located within a 35-mile drive of
the CAH and there is an entity that is
owned and operated by a CAH that is
more than a 35-mile drive from the
CAH, payment for ambulance services
furnished by that entity is 101 percent
of the reasonable costs of the entity in
furnishing those services, but only if
the entity is the closest provider or
supplier of ambulance services to the
CAH.

(D) Effective for cost reporting peri-
ods beginning on or after October 1,
2019, payment for ambulance services
furnished by a CAH or by a CAH-owned
and operated entity is 101 percent of
the reasonable costs of the CAH or the
entity in furnishing those services, but
only if the CAH or the entity is the
only provider or supplier of ambulance
services located within a 35-mile drive
of the CAH, excluding ambulance pro-
viders or suppliers that are not legally
authorized to furnish ambulance serv-
ices to transport individuals to or from
the CAH. If there is no provider or sup-
plier of ambulance services located
within a 35-mile drive of the CAH and
there is an entity that is owned and op-
erated by a CAH that is more than a 35-
mile drive from the CAH, payment for
ambulance services furnished by that
entity is 101 percent of the reasonable
costs of the entity in furnishing those
services, but only if the entity is the
closest provider or supplier of ambu-
lance services to the CAH.

(ii) For purposes of paragraph (b)(5)
of this section, the distance between
the CAH or the entity and the other
provider or supplier of ambulance serv-
ices will be determined as the shortest
distance in miles measured over im-
proved roads between the CAH or the
entity and the site at which the vehi-
cles of the closest provider or supplier
of ambulance services are garaged. An
improved road for this purpose is any
road that is maintained by a local,
State, or Federal government entity
and is available for use by the general
public. An improved road will be con-
sidered to include the paved surface up
to the front entrance of the hospital
and the front entrance of the garage.

(6) If a CAH meets the criteria in
§412.113(c) of this subchapter for pass-
through of costs of anesthesia services
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furnished by nonphysician anesthetists
employed by the CAH or obtained
under arrangement, payment to the
CAH for the costs of those services is
made in accordance with §412.113(c) of
this chapter.

(T) Payment for clinical diagnostic lab-
oratory tests included as outpatient CAH
services. (i) Payment for clinical diag-
nostic laboratory tests is not subject
to the Medicare Part B deductible and
coinsurance amounts.

(ii) Subject to the provisions of para-
graphs (b)(7)(iii) through (b)(7)(vi) of
this section, payment to a CAH for
clinical diagnostic laboratory tests
will be made at 101 percent of reason-
able costs of the services as determined
in accordance paragraph (b)(2)(i) of this
section.

(iii) For services furnished before
July 1, 2009, payment to a CAH for clin-
ical diagnostic laboratory tests will be
made under paragraph (b)(7)(ii) of this
section only if the individual is an out-
patient of the CAH, as defined in §410.2
of this chapter, and is physically
present in the CAH at the time the
specimen is collected.

(iv) Except as provided in paragraphs
(b)(T)(ii1) and (b)(7)(v) of this section,
payment to a CAH for clinical diag-
nostic laboratory tests will be made
under paragraph (b)(7)(ii) of this sec-
tion only if the individual is an out-
patient of the CAH, as defined in §410.2
of this chapter, without regard to
whether the individual is physically
present in the CAH at the time the
specimen is collected and at least one
of the following conditions is met:

(A) The individual is receiving out-
patient services in the CAH on the
same day the specimen is collected; or

(B) The specimen is collected by an
employee of the CAH.

(V) Notwithstanding paragraph
(b)(7)(iv) of this section, payment for
outpatient clinical diagnostic labora-
tory tests will not be made under para-
graph (b)(7)(ii) of this section if the
billing rules under §411.15(p) of this
chapter apply.

(vi) Payment for clinical diagnostic
laboratory tests for which payment
may not be made under paragraph
(b)(7)(iii) or paragraph (b)(7)(iv) of this
section will be made in accordance
with the provisions of sections

42 CFR Ch. IV (10-1-24 Edition)

1833(a)(1)(D) and 1833(a)(2)(D) of the
Act.

(c) Final payment based on cost report.
Final payment to the CAH for CAH fa-
cility services to inpatients and out-
patients furnished during a cost report-
ing is based on a cost report for that
period, as required under §413.20(b).

(d) Periodic interim payments. Subject
to the provisions of §413.64(h), a CAH
receiving payments under this section
may elect to receive periodic interim
payments (PIP) for Part A inpatient
CAH services, effective for payments
made on or after July 1, 2004. Payment
is made biweekly under the PIP meth-
od unless the CAH requests a longer
fixed interval (not to exceed one
month) between payments. The bi-
weekly interim payment amount is
based on the total estimated Medicare
payment (after estimated beneficiary
deductibles and coinsurance) for the
cost reporting period. Each payment is
made 2 weeks after the end of a bi-
weekly period of service, as described
in §413.64(h)(6). These PIP provisions
are further described in §413.64(h)(6).
Under certain circumstances that are
described in §413.64(g), a CAH that is
not receiving PIP may request an ac-
celerated payment.

(e) Payment for service of distinct part
psychiatric and rehabilitation units of
CAHS. Payment for inpatient services
of distinct part psychiatric units of
CAHs—

(1) For cost reporting periods begin-
ning before January 1, 2005, payment is
made on a reasonable cost basis, sub-
ject to the provisions of §413.40.

(2) For cost reporting periods begin-
ning on or after January 1, 2005, pay-
ment is made in accordance with regu-
lations governing inpatient psychiatric
facilities at subpart N (§412.400 through
§412.432) of Part 412 of this subchapter.

(3) Payment for inpatient services of
distinct part rehabilitation units of
CAHs is made in accordance with regu-
lations governing the inpatient reha-
bilitation facilities prospective pay-
ment system at subpart P (§412.600
through §412.632) of part 412 of this sub-
chapter.

[656 FR 47109, Aug. 1, 2000]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §413.70, see the List of CFR
Sections Affected, which appears in the
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Finding Aids section of the printed volume
and at www.govinfo.gov.

§413.74 Payment to a foreign hospital.

(a) Principle. Section 1814(f) of the
Act provides for the payment of emer-
gency and nonemergency inpatient
hospitals services furnished by foreign
hospitals to Medicare beneficiaries.
Subpart H of part 424 of this chapter,
together with this section, specifies the
conditions for payment.

(b) Amount of payment. Effective with
admissions on or after January 1, 1980,
the reasonable cost for services covered
under the Medicare program furnished
to beneficiaries by a foreign hospital
will be equal to 100 percent of the hos-
pital’s customary charges (as defined
in §413.13(b)) for the services.

(c) Submittal of claims. The hospital
must establish its customary charges
for the services by submitting an
itemized bill with each claim it files in
accordance with its election under
§424.104 of this chapter.

(d) Exchange rate. Payment to the
hospital will be subject to the official
exchange rate on the date the patient
is discharged and to the applicable de-
ductible and coinsurance amounts de-
scribed in §§409.80 through 409.83.

[61 FR 34793, Sept. 30, 1986, as amended at 51
FR 41351, Nov. 14, 1986; 53 FR 6648, Mar. 2,
1988; 53 FR 12945, Apr. 20, 1988; 71 FR 48141,
Aug. 18, 2006]

Subpart F—Specific Categories of
Costs

§413.75 Direct GME payments: Gen-
eral requirements.

(a) Statutory basis and scope—(1) Basis.
This section and §§413.76 through 413.83
implement section 1886(h) of the Act by
establishing the methodology for Medi-
care payment of the cost of direct grad-
uate medical educational activities.

(2) Scope. This section and §§413.76
through 413.83 apply to Medicare pay-
ments to hospitals and hospital-based
providers for the costs of approved resi-
dency programs in medicine, osteop-
athy, dentistry, and podiatry for cost
reporting periods beginning on or after
July 1, 1985.

(b) Definitions. For purposes of this
section and §§413.76 through 413.83, the
following definitions apply:

§413.75

All or substantially all of the costs for
the training program in the nonhospital
setting means—

(1) Effective on or after January 1,
1999 and for cost reporting periods be-
ginning before July 1, 2007, the resi-
dents’ salaries and fringe benefits (in-
cluding travel and lodging where appli-
cable) and the portion of the cost of
teaching physicians’ salaries and fringe
benefits attributable to direct graduate
medical education (GME); and

(2) Effective for cost reporting peri-
ods beginning on or after July 1, 2007
and before July 1, 2010, at least 90 per-
cent of the total of the costs of the
residents’ salaries and fringe benefits
(including travel and lodging where ap-
plicable) and the portion of the cost of
teaching physicians’ salaries attrib-
utable to nonpatient care direct GME
activities.

Approved geriatric program means a
fellowship program of one or more
years in length that is approved by one
of the national organizations listed in
§415.152 of this chapter under that re-
spective organization’s criteria for
geriatric fellowship programs.

Approved medical residency program
means a program that meets one of the
following criteria:

(1) Is approved by one of the national
organizations listed in §415.152 of this
chapter.

(2) May count towards certification
of the participant in a specialty or sub-
specialty listed in the current edition
of either of the following publications:

(i) The Directory of Graduate Med-
ical Education Programs published by
the American Medical Association, and
available from American Medical Asso-
ciation, Department of Directories and
Publications, 515 North State Street,
Chicago, Illinois 60610; or

(ii) The Annual Report and Reference
Handbook published by the American
Board of Medical Specialties, and
available from American Board of Med-
ical Specialties, One Rotary Center,
Suite 805, Evanston, Illinois 60201.

(3) Is approved by the Accreditation
Council for Graduate Medical Edu-
cation (ACGME) as a fellowship pro-
gram in geriatric medicine.

(4) Is a program that would be ac-
credited except for the accrediting
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