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the amount computed by dividing total
reasonable costs of these services in
each category by the sum of—

(i) Inpatient days (as defined in
paragraph (h)(2) of this section); and

(ii) Outpatient visit days (as defined
in paragraph (h)(3) of this section).

(2) Inpatient days are determined by
counting the day of admission as 3.5
days and each day after a patient’s day
of admission, except the day of
discharge, as 1 day.

(3) Outpatient visit days are
determined by counting only one visit
day for each calendar day that a patient
visits the outpatient department.

(i) Application. (1) The following
illustrates how apportionment based on
the aggregate per diem method for costs
of physician direct medical and surgical
services furnished in a teaching hospital
to patients is determined.

Teaching Hospital Y
Statistical and financial data:

Total inpatient days as defined in
paragraph (h)(2) of this section and
outpatient visit days as defined in
paragraph (h)(3) of this section .......75,000

Total inpatient Part A days....................20,000
Total inpatient Part B days where Part

A coverage is not available................1,000
Total inpatient Part B visit days..............5,000
Total cost of direct medical and

surgical services furnished to all
patients by physicians on the
hospital staff as determined in
accordance with paragraph (i) of
this section................................$1,500,000

Total cost of direct medical and
surgical services furnished to all
patients by physicians on the
medical school faculty as
determined in accordance with
paragraph (i) of this section .....$1,650,000

Computation of cost applicable to
program for physicians on the hospital
staff:

Average cost per diem for direct
medical and surgical services to patients
by physicians on the hospital staff:
$1,500,000 ÷ 75,000 = $20 per diem.
Cost of physician direct medical and

surgical services furnished to
inpatient beneficiaries covered
under Part A: $20 per diem ×
20,000...........................................$400,000

Cost of physician direct medical and
surgical services furnished to
inpatient beneficiaries covered
under Part B: $20 per diem ×
1,000..............................................$20,000

Cost of physician direct medical and
surgical services furnished to
outpatient beneficiaries covered
under Part B: $20 per diem ×
5,000............................................$100,000

Computation of cost applicable to
program for physicians on the medical
school faculty:
Average cost per diem for direct

medical and surgical services to
patients by physicians on the
medical school faculty: $1,650,000
÷ 75,000 =.............................$22 per diem.

Cost of physician direct medical and
surgical services furnished to
inpatient beneficiaries covered
under Part A: $22 per diem ×
20,000...........................................$440,000

Cost of physician direct medical and
surgical services furnished to
inpatient beneficiaries covered
under Part B: $20 per diem ×
1,000..............................................$22,000

Cost of physician direct medical and
surgical services furnished to
outpatient beneficiaries covered
under Part B: $22 per diem ×
5,000............................................$110,000

(2) The following illustrates how the
imputed value of physician volunteer
direct medical and surgical services
furnished in a teaching hospital to
beneficiaries is determined.

Example: The physicians on the medical
staff of Teaching Hospital Y donated a total
of 5,000 hours in furnishing direct medical
and surgical services to patients of the
hospital during a cost reporting period and
did not receive any compensation from either
the hospital or the medical school. Also, the
imputed value for any physician volunteer
services did not exceed the rate of $30,000
per year per physician.

Statistical and financial data:
Total salaries paid to the full-time

salaried physicians by the hospital
(excluding interns and
residents).....................................$800,000

Total physicians who were paid for an
average of 40 hours per week or
2,080 (52 weeks × 40 hours per
week) hours per year ..............................20

Average hourly rate equivalent:
$800,000 ÷ 41,600 (2,080 × 20) .......$19.23

Computation of total imputed value of
physician volunteer services applicable
to all patients:
(Total donated hours × average hourly

rate equivalent): 5,000 × $19.23 ....$96,150
Total inpatient days (as defined in

paragraph (h)(2) of this section)
and outpatient visit days (as
defined in paragraph (h)(3) of this
section).............................................75,000

Total inpatient Part A days....................20,000
Total inpatient Part B days if Part A

coverage is not available ...................1,000
Total outpatient Part B visit days............5,000

Computation of imputed value of
physician volunteer direct medical and
surgical services furnished to Medicare
beneficiaries:

Average per diem for physician direct
medical and surgical services to all
patients: $96,150 ÷ 75,000 = $1.28 per
diem.
Imputed value of physician direct

medical and surgical services
furnished to inpatient beneficiaries
covered under Part A: $1.28 per
diem × 20,000 ..................................25,600

Imputed value of physician direct
medical and surgical services
furnished to inpatient beneficiaries
covered under Part B: $1.28 per
diem × 1,000 ......................................1,280

Imputed value of physician direct
medical and surgical services
furnished to outpatient
beneficiaries covered under Part B:
$1.28 per diem × 5,000 ....................$6,400

Total .....................................................$33,280

(j) Allocation of compensation paid to
physicians in a teaching hospital. In
determining reasonable cost under this
section, the compensation paid by a
teaching hospital, or a medical school or
related organization under arrangement
with the hospital, to physicians in a
teaching hospital must be allocated to
the full range of services implicit in the
physician compensation arrangements.
(However, see paragraph (d) of this
section for the computation of the
‘‘salary equivalent’’ payments for
volunteer services furnished to
patients.) This allocation must be made
and must be capable of substantiation
on the basis of the proportion of each
physician’s time spent in furnishing
each type of service to the hospital or
medical school.

§ 415.164 Payment to a fund.

(a) General rules. Payment for certain
voluntary services by physicians in
teaching hospitals (as these services are
described in § 415.160) is made on a
salary equivalent basis (as described in
§ 415.162(d)) subject to the conditions
and limitations contained in parts 405
and 413 of this chapter and this part
415, to a single fund (as defined in
paragraph (b) of this section) designated
by the organized medical staff of the
hospital (or, if the services are furnished
in the hospital by the faculty of a
medical school, to a fund as may be
designated by the faculty), if the
following conditions are met:

(1) The hospital (or medical school
furnishing the services under
arrangement with the hospital) incurs
no actual cost in furnishing the services.

(2) The hospital has an agreement
with HCFA under part 489 of this
chapter.

(3) The intermediary, or HCFA as
appropriate, has received written
assurances that—

(i) The payment is used solely for the
improvement of care of hospital patients
or for educational or charitable
purposes; and

(ii) Neither the individuals who are
furnished the services nor any other
persons are charged for the services (and
if charged, provision is made for the
return of any monies incorrectly
collected).


