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in a Medicare GME affiliation agree-
ment under §413.79(f). Effective for a
cost reporting period beginning on or
after December 27, 2020, a per resident
amount must only be established when
the hospital trains at least 1.0 FTE and
does not participate in a Medicare
GME affiliation agreement under
§413.79(f) for that training. Residents
need not be on duty during the first
month of the cost reporting period
from which the per resident amount is
established.

(2) Short or long base-period cost report-
ing periods. If a hospital’s base-period
cost reporting period reflects GME
costs for a period that is shorter than
50 weeks or longer than 54 weeks, the
contractor converts the allowable costs
for the base period into a daily figure.
The daily figure is then multiplied by
365 or 366, as appropriate, to derive the
approved per resident amount for a 12-
month base-period cost reporting pe-
riod. If a hospital has two cost report-
ing periods beginning in the base pe-
riod, the later period serves as the
base-period cost reporting period.

(3) Short or long cost reporting periods
beginning on or after July 1, 1985. If a
hospital’s cost reporting period is
shorter than 50 weeks or longer than 54
weeks, the hospital’s contractor should
contact CMS Central Office to receive
a special CPI-U adjustment factor.

(f) Residency match. Effective for por-
tions of cost reporting periods begin-
ning on or after October 1, 2004, with
respect to a resident who matches si-
multaneously for a first year of train-
ing in a primary care specialty, and for
an additional year(s) of training in a
nonprimary care specialty, the per
resident amount that is used to deter-
mine direct GME payment with respect
to that resident is the nonprimary care
per resident amount for the first year
of training in the primary care spe-
cialty and for the duration of the resi-
dent’s training in the nonprimary care
specialty.

(g) Special use of locality-adjusted na-
tional average per resident amount. Effec-
tive for portions of cost reporting peri-
ods beginning on or after July 1, 2005,
for a hospital that counts additional
residents as a result of an increase in
its FTE resident cap under §413.79(c)(4)
direct GME payments attributable to

§413.78

those additional FTE residents are cal-
culated using the locality-adjusted na-
tional average per resident amount, as
determined under paragraph (d)(2)(ii) of
this section. The hospital will receive
direct GME payments based on the sum
of the following two direct GME cal-
culations:

(1) A calculation using the per resi-
dent amount(s) as determined under
paragraph (d) of this section and the
hospital’s number of FTE residents
that is not attributable to an FTE resi-
dent cap increase under §413.79(c)(4);
and

(2) A calculation using the locality-
adjusted national average per resident
amount, as determined under para-
graph (d)(2)(ii) of this section, inflated
to the hospital’s current cost reporting
period, and the hospital’s number of
FTE residents that is attributable to
the increase in the hospital’s FTE resi-
dent cap under §413.79(c)(4).

(h) Hospital mergers. Effective for cost
reporting periods beginning on or after
October 1, 2006, when multiple hos-
pitals merge, a primary care and ob-
stetrics and gynecology weighted aver-
age per resident amount and a nonpri-
mary care weighted average per resi-
dent amount is calculated, if applica-
ble, for the surviving hospital, using
FTE resident data and per resident
amount data from the most recently
settled cost reports of the respective
hospitals prior to the merger.

[69 FR 49254, Aug. 11, 2004, as amended at 69
FR 60252, Oct. 7, 2004; 70 FR 47489, Aug. 12,
2005; 71 FR 48142, Aug. 18, 2006; 86 FR 73512,
Dec. 27, 2021; 87 FR 4167, Jan. 27, 2022]

§413.78 Direct GME payments: Deter-
mination of the total number of
FTE residents.

Subject to the weighting factors in
§§413.79 and 413.80, and subject to the
provisions of §413.81, the count of FTE
residents is determined as follows:

(a) Residents in an approved program
working in all areas of the hospital
complex may be counted.

(b) (1) No individual resident may be
counted as more than one FTE based
on the total time spent in training at
all sites. A hospital cannot claim the
time spent by residents training at an-
other hospital, except as provided in
paragraph (i) of this section. Except as
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provided in paragraphs (c), (d), and (e)
of this section, if a resident spends
time in more than one hospital or in a
non-provider setting, the resident
counts as partial FTE based on the pro-
portion of time worked at the hospital
to the total time worked. A part-time
resident counts as a partial FTE based
on the proportion of allowable time
worked compared to the total time
necessary to fill a full-time internship
or residency slot.

(2) Effective for a cost reporting pe-
riod beginning on or after December 27,
2020, a hospital must report FTE resi-
dents on its Medicare cost report for a
cost reporting period if it does not par-
ticipate in a Medicare GME affiliation
agreement (as defined under §413.75(b)),
and the hospital trains at least 1.0 FTE
in an approved program or programs,
or, if the hospital trains less than 1.0
FTE residents in an approved program
or programs and this training results
from the hospital’s participation in a
Medicare GME affiliation agreement
(as defined under §413.75(b)).

(¢c) On or after July 1, 1987, and for
portions of cost reporting periods oc-
curring before January 1, 1999, the time
residents spend in nonprovider settings
such as freestanding clinics, nursing
homes, and physicians’ offices in con-
nection with approved programs is not
excluded in determining the number of
FTE residents in the calculation of a
hospital’s resident count if the fol-
lowing conditions are met—

(1) The resident spends his or her
time in patient care activities, as de-
fined in §413.75(b).

(2) There is a written agreement be-
tween the hospital and the outside en-
tity that states that the resident’s
compensation for training time spent
outside of the hospital setting is to be
paid by the hospital.

(d) For portions of cost reporting pe-
riods occurring on or after January 1,
1999, and before October 1, 2004, the
time residents spend in nonprovider
settings such as freestanding clinics,
nursing homes, and physicians’ offices
in connection with approved programs
may be included in determining the
number of FTE residents in the cal-
culation of a hospital’s resident count
if the following conditions are met—
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(1) The resident spends his or her
time in patient care activities, as de-
fined in §413.75(b).

(2) The written agreement between
the hospital and the nonhospital site
must indicate that the hospital will
incur the cost of the resident’s salary
and fringe benefits while the resident is
training in the nonhospital site and the
hospital is providing reasonable com-
pensation to the nonhospital site for
supervisory teaching activities. The
agreement must indicate the com-
pensation the hospital is providing to
the nonhospital site for supervisory
teaching activities.

(3) The hospital must incur all or
substantially all of the costs for the
training program in the nonhospital
setting in accordance with the defini-
tion in §413.75(b).

(4) The hospital is subject to the
principles of community support and
redistribution of costs as specified in
§413.81.

(e) For portions of cost reporting pe-
riods occurring on or after October 1,
2004, and for cost reporting periods be-
ginning before July 1, 2007, the time
residents spend in nonprovider settings
such as freestanding clinics, nursing
homes, and physicians’ offices in con-
nection with approved programs may
be included in determining the number
of FTE residents in the calculation of a
hospital’s resident count if the fol-
lowing conditions are met:

(1) The resident spends his or her
time in patient care activities, as de-
fined in §413.75(b).

(2) The hospital must incur all or
substantially all of the costs of the
training program in a nonhospital set-
ting(s) (in accordance with the defini-
tion under §413.75(b)).

(3) The hospital must comply with
one of the following:

(i) The hospital must pay all or sub-
stantially all of the costs of the train-
ing program in a nonhospital setting(s)
attributable to training that occurs
during a month by the end of the third
month following the month in which
the training in the nonhospital site oc-
curred.

(ii) There is a written agreement be-
tween the hospital and the nonhospital
site that states that the hospital will
incur the cost of the resident’s salary
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and fringe benefits while the resident is
training in the nonhospital site and the
hospital is providing reasonable com-
pensation to the nonhospital site for
supervisory teaching activities. The
agreement must indicate the com-
pensation the hospital is providing to
the nonhospital site for supervisory
teaching activities.

(iii) If the hospital has in place an
emergency Medicare GME affiliation
agreement in accordance with
§413.79(f)(6), during the period covered
by the emergency Medicare GME affili-
ation agreement—

(A) The hospital must pay all or sub-
stantially all of the costs of the train-
ing program in a nonhospital setting(s)
attributable to training that occurs
during a month by the end of the sixth
month following the month in which
the training in the nonhospital site oc-
curred. For the costs that would other-
wise be required to be paid by the hos-
pital during the period of August 29,
2005 through November 1, 2007, the par-
ticipating hospital must pay the costs
by April 29, 2008; or

(B) There is a written agreement that
specifies that the hospital is incurring
the cost of the resident’s salary and
fringe benefits while the resident is
training in the nonhospital site and the
hospital is providing reasonable com-
pensation to the nonhospital site for
supervisory teaching activities. The
agreement must indicate the com-
pensation the hospital is providing to
the nonhospital site for supervisory
teaching activities. The written agree-
ment must be submitted to the con-
tractor by 180 days after the training
at the nonhospital site begins. For
written agreements that would other-
wise be required to be submitted prior
to the date the resident(s) begin train-
ing at the nonhospital site during the
period of August 29, 2005 through No-
vember 1, 2007, the written agreement
must be submitted to the CMS con-
tractor by April 29, 2008.

(4) The hospital is subject to the
principles of community support and
redistribution of costs as specified in
§413.81.

(f) For cost reporting periods begin-
ning on or after July 1, 2007, and before
July 1, 2010, the time residents spend in
nonprovider settings such as free-

§413.78

standing clinics, nursing homes, and
physicians’ offices in connection with
approved programs may be included in
determining the number of FTE resi-
dents in the calculation of a hospital’s
resident count if the following condi-
tions are met—

(1) The resident spends his or her
time in patient care activities as de-
fined at §413.75(b), except that for cost
reporting periods beginning on or after
July 1, 2009, the time spent training in
nonpatient care activities, such as di-
dactic conferences and seminars, but
excluding research not associated with
the treatment or diagnosis of a par-
ticular patient, in a nonprovider set-
ting that is primarily engaged in fur-
nishing patient care activities, as de-
fined at §413.75(b), also may be count-
ed.

(2) The hospital must incur all or
substantially all of the costs for the
training program in the nonhospital
setting(s) (in accordance with the defi-
nition under §413.75(b)).

(3) The hospital must comply with
one of the following:

(i) The hospital must pay for all or
substantially all of the costs for the
training program in a nonhospital set-
ting(s) attributable to training that oc-
curs during a month by the end of the
third month following the month in
which the training in the nonhospital
site occurred.

(ii) There is a written agreement in
place between the hospital and the
nonhospital site before the training be-
gins that states that the hospital will
incur at least 90 percent of the total of
the costs of the resident’s salary and
fringe benefits (and travel and lodging
where applicable) while the resident is
training in the nonhospital site and the
portion of the cost of the teaching phy-
sician’s salary attributable to non-
patient care direct GME activities. The
written agreement must specify the
total cost of the training program at
the nonhospital site, and the amount
the hospital will incur (at least 90 per-
cent of the total), and must indicate
the portion of the amount the hospital
will incur that reflects residents’ sala-
ries and fringe benefits (and travel and
lodging where applicable), and the por-
tion of this amount that reflects teach-
ing physician compensation. Hospitals
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may modify the amounts specified in
the written agreement by the end of
the academic year (that is, June 30) to
reflect that at least 90 percent of the
costs of the training program in the
nonhospital site has been incurred.

(iii) If the hospital has in place an
emergency Medicare GME affiliation
agreement in accordance with
§413.79(f)(6), during the period covered
by the emergency Medicare GME affili-
ation agreement—

(A) The hospital must pay all or sub-
stantially all of the costs of the train-
ing program in a nonhospital setting(s)
attributable to training that occurs
during a month by the end of the sixth
month after the month in which the
training in the nonhospital site occurs.
For the costs that would otherwise be
required to be incurred by the hospital
during the period of August 29, 2005
through November 1, 2007, the partici-
pating hospital must incur the costs by
April 29, 2008; or

(B) There is a written agreement that
specifies that the hospital will incur at
least 90 percent of the total of the costs
of the resident’s salary and fringe bene-
fits (and travel and lodging where ap-
plicable) while the resident is training
in the nonhospital site and the portion
of the cost of the teaching physician’s
salary attributable to nonpatient care
direct GME activities. The written
agreement must specify the total cost
of the training program at the nonhos-
pital site, and the amount the hospital
will incur (at least 90 percent of the
total), and must indicate the portion of
the amount the hospital will incur that
reflects residents’ salaries and fringe
benefits (and travel and lodging where
applicable), and the portion of this
amount that reflects teaching physi-
cian compensation. The written agree-
ment must be submitted to the con-
tractor by 180 days after the training
at the nonhospital site begins. Hos-
pitals may modify the amounts speci-
fied in the written agreement by the
end of the academic year (that is, June
30) to reflect that at least 90 percent of
the costs of the training program in
the nonhospital site has been incurred.
For written agreements that would
otherwise be required to be submitted
prior to the date the training begins in
the nonhospital site during the period
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of August 29, 2005 through November 1,
2007, the hospital must submit the
written agreement to its contractor by
April 29, 2008.

(4) The hospital is subject to the
principles of community support and
redistribution of costs as specified in
§413.81.

(g) For cost reporting periods begin-
ning on or after July 1, 2010, the time
residents spend in nonprovider settings
such as freestanding clinics, nursing
homes, and physicians’ offices in con-
nection with approved programs may
be included in determining the number
of FTE residents in the calculation of a
hospital’s resident count if the fol-
lowing conditions are met—

(1) The resident spends his or her
time—

(i) In patient care activities as de-
fined at §413.75(b); or

(ii) In nonpatient care activities,
such as didactic conferences and semi-
nars, but excluding research not associ-
ated with the treatment or diagnosis of
a particular patient, in a nonprovider
setting that is primarily engaged in
furnishing patient care activities, as
defined at §413.75(b).

(2) The hospital or hospitals must
incur the costs of the salaries and
fringe benefits of the resident during
the time the resident spends in the
nonprovider setting. If more than one
hospital incurs these costs, either di-
rectly or through a third party, the
hospitals must count a proportional
share of the time that residents train
at the nonprovider setting(s) as re-
corded in a written agreement between
the hospitals.

(i) Hospitals must have a reasonable
basis for establishing that proportion
of the cost and the FTE time that each
will incur and count.

(ii) If hospitals already arrange pay-
ment to the nonprovider site via a
written agreement as described in
paragraph (g)(3)(ii) of this section, the
proportion may be recorded in that
agreement.

(iii) If hospitals choose to pay the
nonprovider site concurrently as de-
scribed in paragraph (g)(3)(i) of this
section, the hospitals must record the
proportion of cost and FTE time they
are incurring and counting in a written
agreement between the hospitals.
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(3) The hospital or hospitals must
comply with one of the following:

(i) The hospital or hospitals must
incur the costs of the salaries and
fringe benefits of the resident during
the time the resident spends in the
nonprovider setting by the end of the
third month following the month in
which the training in the nonprovider
site occurred.

(ii) There is a written agreement be-
tween the hospital or hospitals and the
outside entity that states that the resi-
dents’ salaries and fringe benefits (in-
cluding travel and lodging where appli-
cable) during the time the resident
spends in the nonprovider setting is to
be paid by the hospital(s). Hospitals
may modify the amounts specified in
the written agreement by the end of
the academic year (that is, June 30) to
reflect that the costs of the training
program in the nonprovider site have
been incurred.

(4) The hospital is subject to the
principles of community support and
redistribution of costs as specified in
§413.81.

(5) For cost reporting periods begin-
ning on or after July 1, 2010, a hospital
must maintain and make available
records of the FTE count determined
for direct GME purposes under this sec-
tion that its residents spend in nonpro-
vider sites, in order to compare that
time to the time spent by its residents
in nonprovider sites in the base year of
cost reporting periods beginning on or
after July 1, 2009, and before June 30,
2010. The hospital must supply the CMS
contractor with the data for each of its
primary care programs on a program-
specific basis, and with data for its
nonprimary care programs on an over-
all basis.

(6) The provisions of paragraphs
() (D)), (8)(2), (g8)(3), and (g)(5) of this
section shall not be applied in a man-
ner that requires reopening of any set-
tled cost reports as to which there is
not a jurisdictionally proper appeal
pending as of March 23, 2010, on direct
GME or IME payments. Cost reporting
periods beginning before July 1, 2010
are not governed by paragraph (g) of
this section.

(h) Effective for cost reporting peri-
ods beginning on or after January 1,
1983, the time spent by a resident in an

§413.79

approved medical residency program
on vacation, sick leave, or other ap-
proved leave that does not prolong the
total time the resident is participating
in the approved program beyond the
normal duration of the program is
countable. This provision cannot be ap-
plied in a manner that would require
the reopening of settled cost reports,
except those cost reports on which
there is a jurisdictionally proper ap-
peal pending on direct GME or IME
payments as of March 23, 2010.

(i) For the time frame that the Pub-
lic Health Emergency (as defined in
§400.200 of this chapter) associated with
COVID-19 was in effect, a sending hos-
pital can include FTE residents train-
ing at another hospital in its FTE
count if all of the following conditions
are met.

(1) The sending hospital sends the
resident to the other hospital in re-
sponse to the COVID-19 pandemic.

(2) The time spent by the resident
training at the other hospital is in lieu
of time that would have been spent in
approved training at the sending hos-
pital.

(3) The time that the resident spent
training immediately prior to and/or
subsequent to the time frame that the
Public Health Emergency (as defined in
§400.200 of this chapter) associated with
COVID-19 was in effect is included in
the FTE count for the sending hospital.

[69 FR 49254, Aug. 11, 2004, as amended at 71
FR 48142, Aug. 18, 2006; 72 FR 26995, May 11,
2007; 72 FR 66931, Nov. 27, 2007; 75 FR 72262,
Nov. 24, 2010; 78 FR 50968, Aug. 19, 2013; 79 FR
50357, Aug. 22, 2014; 85 FR 27623, May 8, 2020;
86 FR 73513, Dec. 27, 2021]

§413.79 Direct GME payments: Deter-
mination of the weighted number of
FTE residents.

Subject to the provisions in §413.80,
CMS determines a hospital’s number of
FTE residents by applying a weighting
factor to each resident and then sum-
ming the resulting numbers that rep-
resent each resident. The weighting
factor is determined as follows:

(a) Initial residency period. Generally,
for purposes of this section, effective
July 1, 1995, an initial residency period
is defined as the minimum number of
years required for board eligibility.
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