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GRADUATE MEDICAL EDUCATION GME AND INDIRECT MEDICAL EDUCATION 
(IME) 

Regulation References: 42 CFR 415.162, 415.164, 41 .200, 415.202, 415.206,415.208, 
413.24(£)(5) and 413.86 

GENERAL: 1. 

2. 

3. 

4. 

A hospital ( either PPS or TEFRA with an approved graduate medical 
education (GME) program rc:!ceiv s payment for the program on a per­
resident amount basis for cost re rting periods beginning on or after July 
1, 1985. The per-resident amoun is based on a cost per resident in the base 
year, usually the FY beginning in FY 84, trended forward. 

Hospitals that had no GME progr s during the base period, but which 
start a GME program during a co t reporting period beginning on or after 
July 1, 1985, are paid on a reaso ble cost basis until the: per-resident 
amount is established (see 42 CF 413.86(e)(4)). The base year in that case 
is the first Medicare cost reportin period in which residmts are on duty 
during the first month of the peri d. 

When GME is paid on a cost bas· s, Fis must verify GME costs, statistics 
and resident FTEs. Fis must veri and/or audit the intern and resident 
(I&R) full-time-equivalency uni for all hospitals with an approved GME 
program. 

The educational costs of I&Rs (a d related teaching physician costs) that 
are in programs that are not appr ved are not allowable under the Medicare 
program. The costs associa1led th the services that the I&Rs in this type 
of program provide to patients ar reimbursed under Part B and should &e 
included in the "I&R Service - N t in Approved Program" cost center. (See 
42 CFR 415.202 and PRM-I, §4 4.1B.) These costs are reimbursed on 
Worksheet D-2. 

The FTE count of I&Rs in appro ed GME programs is counted differently 
for _purposes of the per-resident ount and the IME adjustment. In 
addition, the way FTEs are ieoun d, for IME purposes, changed effective 
with cost reporting periods begi ·ng on or after July 1, 1991, from a 
September 1 count to a total tim based FTE count for the cost reporting 
period. The FTE count for both urposes must be documented in the audit 
working papers. The FI must als document the number of available bed 
days during the cost reporting pe · od, excluding beds assigned to newborns, 
custodial care and PPS excluded units, if not covered in Exhibit 1. 

The Balanced Budget Act of 199 (BBA97) revised the laws governing the 
computation of total direct GME amount and the IME adjustment. 

A. BBA97 GME provisions inc ude: certain limits on the number ofFTE
I&Rs counted by each hospit 1; and counting I&Rs on a three-year
rolling average except for fis al year (FY) 1998, when a two-year
average will be used.

B. BBA97 IME provisions. incl de: gradual reduction of the indirect
teaching adjustment factors ver several FY s; certain limits on the
number of FTE I&Rs counte by each hospital; limits on the resident­
to-bed ratio; allowance of ti e spent by I&Rs in non-hospital settings to
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be included in the IME adjus ent; and counting I&Rs on a three-year 
rolling average except for F 1998, when a two-yeair average will be 
used. 
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OBJECTIVES: 1. To verify the approval certificate of (GME) program. 

2. Where the GME program is still subject to cost (pass-through)
reimbursement, to verify that co ts and allocation statistics are accurate.

3. To verify that the counts of inte and resident FTEs used by the provider in
its cost report are accurate and c rrectly applied for both direct GME and
IME adjustment purposes.

4. To verify the number of beds re orted by the provider in its IME calculation
amount, if not covered in Exhibi 1.

5. To verify that intern and residen time allocations are properly supported.

6. To determine that the cost and s tistics of patient care services of interns
and residents who are in a progr m that is not approved are properly
reimbursed under Part B and an teaching costs associated with the
nonapproved programs are excl ded from allowable costs.

O THER REFERENCES: 

PRM-I, Section 400, 500, 2100, 2200 and 2500 

Cost Report Forms: HCFA-2552, Worksheet A 
HCFA-2552, Worksheet A­
HCFA-2552, Worksheet A­
HCFA-2552, WorksheetB-1 
HCFA-2552, Worksheet D­
HCFA-2552, Worksheet E, art A 
HCFA-2552, Worksheet E- , Part IV 
HCFA-2552, Worksheet S-3 
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GRADUATE MEDICAL EDUCATION AND IND RECT MEDICAL EDUCATION INDEX 

1. APPROVAL OF EDUCATIONAL PROGRA� S

2. DIRECT GRADUATE MEDICAL EDUCATI< >N (GME)

3. INTERN AND RESIDENT SALARIES

4. PHYSICIAN COMPENSATION

5. RELATED MEDICAL SCHOOL COSTS

6. OTHER GME COSTS

7. WORKSHEETB ALLOCATIONS

8. GME INTERN & RESIDENT FTE COUNT

9. BED COUNT FOR INDIRECT MEDICAL EI: UCATION (IME) PAYMENT

10. IME INTERN & RESIDENT FTE COUNT

11. NONAPPROVED PROGRAMS
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APPROVAL OF EDUCATIONAL PROGl 

1. Identify the approved GME programs in which e �ospital
participates. An approved GME teaching progr 1s one
that meets the criteria stated in 42 CFR 413 .86( ). The costs
associated with I & Rs who are not in approved rograms are
not allowable as GME costs. If a GME progra has not
been approved in accordance with 42 CFR 413.86 at either
the provider or the parent institution (that is, an ther
provider, university, or other entity that a provi er is
associated with for the purpose of participating n GME
programs), the educational costs are not allowa le under
Medicare. Note that the provider does not have to o erate
the GME program to be able to claim costs for t e I&Rs.
The program, however, must be approved. Eac year under
audit, an update to this certification should be o tained for
the permanent file.

Note: Steps 2 through 7 are to be used only if t e provider is
still subject to cost reimbursement (pass-throug ) for GME.
These steps must also be used to audit a Gl\1E ase period
cost report for hospitals that had no GME progr ms during
Federal FY 1984.

DIRECT GRADUATE MEDICAL EDUCATI N GME

2. Determine the amount of direct GME costs, by ategory,
included on lines 22 and 23, Worksheet A (Tri Balance of
Expenses), of the provider's cost report. You st review
the provider's working trial balance of expenses, cost report
reclassifications and adjustments (Worksheets -6 and A-8),
general ledger, payroll records and any other ho pital
accounting records that may be necessary to ide tify the
amount of I&R salaries, teaching physicians' sa aries and
fees, teaching physician support costs, other tea hers' salaries
and costs, related medical school costs, and all ther salaries
and costs that the provider charged to GME.

INTERN AND RESIDENT SALARIES

3. Verify the accuracy of I&R salaries included o Worksheet
A, column 1, using the applicable line.

A. Compare the amount of I&R salaries char ed to GME
to the sum of the salaries of each individu 1 I&R
included based upon the hospital's payroll ecords.

B. Review the resident assignment schedules and/ r provider
documentation to ensure that the foll wmg costs 
are not included in GME: 1. 
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Salaries of I&Rs who are employe to replace 
nonphysician anesthetists. 

2. Salaries ofl&Rs who are moonlightin (such costs
are reimbursable as physician service under Part
B; and IRS Form 1099 would indicat that the I&R
is not a salaried employee).

3. Salaries of individuals designated as " ellows" who
have elected to remain at a teaching
hospital/university complex for additi nal work to
gain expertise in a particular field, bu who are no
longer m a formally organized progra to fulfill
certification requirements (the service of such an
individual are generally covered as p sicians'
services payable on a reasonable char e basis).

C. Determine that only the salaries of I&Rs o are in
approved programs are included in GME. dentify the
teaching programs in which the I&Rs are articipating,
and trace these programs to the program a provals
identified in Step 1 above.

PHYSICIAN COMPENSATION 

4. Determine that the amount of teaching physicia s'
compensation included in the GME cost center · s reasonable
and proper.

A. Verify that the amount of teaching physici ns'
compensation allocated to GME is attribu ble only to
physicians who have a written allocation a eement
with the hospital. Working from the prov· er's records,
identify the physicians whose compensati n is charged
in whole or part to GME, and ensure there is an
allocation agreement for each ofthes,e phy icians. If
there is no allocation agreement for a phy ician whose
compensation is charged to GME, make a adjustment
classifying the total compensation as pro£ ssional
component (42 CFR 415.60(f)(2)).

B. Review the reasonableness of the time/pe entage of the
physicians' services apportioned to GME. Base your
review on the provider's records that supp rt the
apportionment. Other review procedures at may be
performed as a further verification of phy ician
apportionments include face-to-face discu sions with
the appropriate physicians, and contacting the Medicare
carrier to determine the extent of Part B b Hing.
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Note 1: 42 CFR 415.60(g) requires hospit ls to 
maintain time records or other information that it used 
to allocate physicians' compensation. In th absence of 
verifiable records, the physicians' compens tion is to be 
charged entirely to patient services (profes ional 
component). See 42 CFR 415.60(±)(2:). 

Note 2: Only the time a physician spends eaching and 
supervising I&Rs in approved programs c be included 
in GME. Time spent in supervising n::side ts in the 
care of individual patients with whom the upervising 
physician has established an attending phy ician 
relationship is not allowable. 

Note 3: Hospitals may claim that the time or part of 
the time, reported on line 3 (Administratio ) of Form 
HCF A-339, Exhibit 2, represents administ ative 
activities such as scheduling of I&Rs,, rela ed to the 
GME program. This is acceptable if the p ovider can 
furnish auditable documentation substanti ting such a 
claim; otherwise, the time from line 3 sho ld not be 
used to allocate compensation to the GME cost center. 

C. Determine if the amount of physicians' co pensation
allocated to GME is accurate.

1. Review the provider's records and ve ify the total
amount of compensation of each phy ician whose
compensation is included in GNIB (s e PRM-I,
§§2108.2, 2182.3A and 2182.6}.

2. Apply "Reasonable Compensation E uivalents
(RCEs)" to the total amount of physi ians'
compensation determined in Step C 1 RCEs are to
be applied by specialty, rather than I R cost
center. This means that you must de rmine each
physician's specialty and apply the a ropriate
RCE limits to either each physician, r in the
aggregate to a group of physicians in the same
specialty, but not a group of physicia s in various
specialties whose compensation was ncluded in
the GME cost center (see PRM-I, §2 82.6).

RELATED MEDICAL SCHOOL COSTS 

5. Allowable medical school costs consist primar ly of faculty
physician compensation costs but may include ome support
staff and space costs as well, if they are not du licative of
costs directly incurred by the hospital, and if t y are directly
related to the provision of patient care services in the
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hospital. Costs incurred by a medical school re ated to the 
teaching hospital that are not associated with th training of 
interns and residents in the hospital must be re oved from 
GME base period costs. Some costs of a rdate medical 
school are allowable to the teaching hospital as ither 
operating costs or direct medical education pas -through 
costs. 

Review the accuracy and propriety of costs tran ferred from 
a related medical school to the hospital's GME rogram. 

A. Review I&R salaries and physicians' com ensation that
has been allocated to the hospital's Gl\.ffi p ogram.

B. Review the salary costs of medical school taff, other
than teaching physicians, that are allocate in whole or
part to the hospital's GME program.

1. Identify the names of the university e ployees
whose salaries are allocated to the ho pital's GME
program.

2. Review the job descriptions of the in ividuals
identified in Step B 1 and other clocu entation that
may be available such as personnel r cords, time
records and agreements between the ospital and
university to determine how much or what
percentage of the employees' time is evoted to
activities associated with the training ofl&Rs.

3. Verify the accuracy of the amount of salary costs
charged to the hospital's GME progr by
applying the percentage determined i Step B2 to
the individuals' salaries. (It is not ne essary to
review the university's payroll record to verify the
accuracy of the salaries if they appea reasonable.)

C. Verify the accuracy and propriety of the a ount of
space and occupancy costs charged to G

1. Review the university workpapers/d cumentation
and identify the specific areas of the iversity
allocated to the hospital's GME prog am and the
amount of costs associated with eac area.

AND DATE 

2. Verify the appropriateness of the all cations by
determining what portion ( or pe:rcen age of time,
etc.) of the space is used for services relating to the
supervision and training of I&Rs. T · s procedure
may require an on-site review of the Liversity

WP REF 

9 
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space and interviews with university cl hospital 
personnel. 

3. Review the space and occupancy cost to
determine if they are reasonable. Thi does not
mean that you must verify the accura y of the
university's costs, but that the costs a ortioned to
GME appear consistent with the cost- mding
methodology on the university's work apers, and
that no costs that are not reasonably r lated to the
training and supervision ofl&Rs are · eluded in
the allocation to the hospital.

4. Verify the propriety of the amount of osts
allocated to the hospital by applying e
percentages in Step C2 to the amount of costs
determined in Step C3.

D. Review the reasonableness and propriety f any other
medical school costs charged to the hospi l's GME
program.

E. Ensure that medical school costs allocated to GME
were not previously borne by the universi

OTHER GME COSTS 

6. Review the propriety of other costs included in GME.
Perform tests, as necessary, to determine if oth r costs are
allowable as GME costs, or if they are misclass · fied or
unallowable costs. As stated in 42 CFR 413 .8 ( d), the
following activities do not qualify as direct me ical
education:

A. Orientation and on-the-job training;

B. Part-time education for bona fide employ es at properly
accredited academic or technical inst1tutio s (including
other providers) devoted to undergraduate or graduate
work;

C. Costs, including the associated travel exp nse, of
sending employees to educational semina s and
workshops for the purpose of increasing t e quality of
medical care or operating efficiency of th provider;

D. Maintenance of a medical library;

E. Training of a patient or patient's family in the use of
medical appliances;
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STEP PROCEDURE DESCRIPTION 

F. Clinical training of students (that is, medic 1 students
and externs) not enrolled in an approved e ucation
program operated by the provider; and

G. Other activities that do not involve the ac al operation
of an approved education program indudi g the costs
of interns and residents in anesthesiology ho are
employed to replace anesthetists.

WORKSHEET B ALLOCATIONS 

7. Verify the accuracy of the allocation statistics orm HCF A-
2552, Worksheet B-1) used to allocate indirect
GME. Watch for the following activities:

A. The total square feet of hospital-based phy icians'
offices has been included in the I&R cost enter for the
purpose of allocating capital-related costs nd operating
costs such as Operation and Maintenance f Plant, and
Housekeeping.

Only a proportional share of the office spa e should
have been included in the I&R cost ci:!nter ased upon
the percentage of the physicians' time: spe t teaching
and supervising I&Rs. If a physician is n teaching or
supervising I&Rs, none of the physician's ffice space
can be included in the I&R cost cente:r.

B. Classroom and conference room square fe t included in
the I&R cost center was not proportional t the actual
use of the rooms for I&R activities.

C. The square footage of the medical library as included
in the GME cost center.

D. The statistics used to allocate cafeteria co ts to GME
included a disproportionate amount of tea hing
physicians' time (or meals) instead ofrefl cting the
proportionate amount of time that tht! phy icians
actually spend teaching and supervising I Rs.

GME INTERN & RESIDENT FTE COUNT 

8. Review the provider's current year listing of all interns and
residents to be included in the GME count (su mitted in
accordance with 42 CFR 413.86(1)). Review t e provider's
records, such as assignment schedules, IRIS di kette or
equivalent documentation, to verify the accura y of the
listing. Ensure that residents physically locate at the

AND DATE WP REF 

11 



STEP 

12                   GRADUATE MEDICAL DUCATION (GME) AND 
INDIRECT MEDICAL EDUCATI N {IME) (Continued) 

HOSPITAL AND SKILLED NURSING FAC LITY AUDIT PROGRAM 1999 
AUDITOR'S 

INITIALS 
PROCEDURE DESCRIPTION AND DATE WP REF 

provider site are counted for GME purposes ev n though 
payment may not be made by the provider.. Res· dents not 
working at the provider site should not be inclu ed in the 
count except as provided in 42 CFR 413.86(f)( ) and (4). 

A. Obtain a listing of residents in approved p ograms
working at the hospital during the cost rep rting period
(42 CFR 413.86(1)).

B. Test that the following interns and residen are not
included in the medical education count:

0 those in unapproved programs
0 those replacmg nonphysician anestheti ts
0 moonlighting interns and residents or ellows no

longer in a formally organized progr fulfilling 
certification requirements 

C. Ensure residents are not claimed by more han one
hospital for the same time period, and are ot counted
as more than one GME-FTE.

Note: The FI should identify and resolve t ese potential
duplications through the use of data from he Intern and
Resident Information System (IRIS). Eac hospital is
required to submit this data on an IRIS di kette along
with its Medicare cost report.

D. Verify the full-time or part-time status of ach resident
who qualifies to be included in the count der Step 8B.
To make this determination, obtain from he hospital,
or the entity operating each GME special program,
copies of the residents' employment contr cts and/or
other reliable documentation. The contra ts generally
contain information regarding the residen s' part-time
status.

Using this information, verify that the ap ropriate base
FTE number was computed for each res-id nt. For
example, if other residents in the same sp cialty work
an average number of 60 hours each wee and the
resident whose full/part time status is bei g determined
works 35 hours each week, that resident i counted at
0.58 FTE. Note that a resident may not b counted as
more than one FTE regardless of the num er of hours
the resident works.

E. Determine the total number of years the r sident has
completed in all types of approved reside cy programs
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and compare it to the initial residency peri d specified 
in 42 CFR 413.86(g)(l ). The initial reside cy period 
refers to the minimum number of years nee ssary to 
satisfy the requirements for initial board er ibility for a 
specialty initially chosen by the resident d · g the first 
year ( or second year for those residents in rst year 
transitional or rotating internship) of post g aduate 
training. 

Obtain information on the minimum numb r of years 
required for board eligibility for residency rograms in 
allopathy, osteopathy, podiatry, and dentist from the 
Table of Initial Residency Limitations in t September 
29, 1989 Federal Register (54 FR 40320-4 321) for 
residents beginning training before July 1, 995, and the 
August 30, 1996 Federal Register (61 FR 4 208-46211) 
for residents beginning training on or after uly 1, 1995. 

Note: In the case where a discrepancy exist between 
the length of an initial residency period for a specialty 
published in the Federal Register and in th most recent 
edition of the Graduate Medical Education Directory 
(allopathic specialties only) or other applic ble 
publications for non-allopathic specialties, he Directory 
or other publications should be the guiding source. 

In all cases, the initial residency period ca ot exceed 
five years except for fellows in an aJ?prove geriatric 
program whose initial residency penod ma last up to 
two additional years. (See 42 CFR 413.86 g)(l )). 

Verify that the appropriate initial residenc weighting 
factor was applied to each resident. 

Note: Subject to special rules concerning reign 
medical graduates (FMGs), in Step 8F, the weighting 
factor for each resident in an initial residen y period is 
1.0. Residents not in an initial residency p riod are 
assigned a weight of 0.5. 

F. Determine whether the interns and residen s data
submitted by the provider identifies FM Gs If so, check
whether the FMGs passed the FMGEMS, r USMLE
before being counted as FTEs.

G. Using copies of GME contracts with nonh spital
(previously referred to as nonprovider) ent ties and
intern and resident assignment schedules ( r similar
documents), verify whether the hospital ac urately
determined the proportion of total time wo ked by each
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resident that can be used in the final comp tation of an 
FTE for that resident. 

Note: On or after July 1, 1987, and for po ions of cost 
reporting periods occurring before January 1, 1999, in 
addition to the time the residents work at t e hospital 
complex, the hospital can include the time worked by 
the residents in patient-care activities in n nhospital 
settings (for example, freestanding clinics, nursing 
homes and physicians' offices) if then� is a written 
agreement between the hospital and the en ity 
specifying that the hospital will compensa e the 
residents for training time spent in the out ide setting 
(42 CFR 413.86(±)(3)). 

For portions of cost reporting periods occ rring on or 
after January 1, 1999, in addition to the ti e the 
residents work at the hospital complex, th hospital can 
include the time worked by the residents i patient-care 
activities in nonhospital sites if there is a itten 
agreement between the hospital and the no ospital 
site. The agreement must indicate (1) the ospital will 
incur the cost of the resident's salary and · 1ge benefits 
while the resident is training in the nonho ital site and 
the hospital is providing reasonable comp nsation to the 
nonhospital site for supervisory teaching a tivities, and 
(2) the compensation the hospital is provi ing to the
nonhospital site for supervisory teaching a tivities. In
order for the hospital to count residents at he
nonhospital site, it must actually incur all or
substantially all of the costs for the trainin program, as
defined in 42 CFR 413.86(b), in the nonh spital site.
(See 42 CFR 413.86(±)(4).)

H. Test the computation of the final FTE cou t to ensure
that part-time status percentages, weighti factors for
initial residency period and FMGs, and th proportion
of time percentages (Step 8.G.) were ace ately
incorporated into this computation.

I. Verify the hospital's unweighted FTE cou t of residents
in a hospital's approved medical residenc training
program in the fields of allopathic and ost opathic
medicine for cost reporting periods begi ing on or
after October 1, 1997 is limited to the un eighted
hospital's FTE count of allopathic and ost opathic
residents for the most recent cost reportin period
ending on or before December 31, 1996. his limit
does not apply to residents in dentistry an podiatry.
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Note: The hospital must have submitted to their FI 
auditable documentation verifying its FTE count of 
residents (before application of the initial r sidency 
period limit) for the most recent cost repo ing period 
ending on or before December 31, 1996. e 
documentation should be compared with a signment 
schedules, data from IRIS diskette or equi alent 
documentation as part of that audit by the I. 

J. Adjustments (increases) to the hospit1l's weighted
FTE resident count (Step 8.I.) may be: mad for the
following circumstances:

1. A hospital that had no allopathic or os opathic
residents in its most recent cost rc:porti g period
ending on or before December 31, 199 , and it
establishes a new residency training pr gram on or
after January 1, 1995. The program 1s onsidered
newly established if it receives initial ccreditation
by the appropriate accrediting body, or begins
training residents on or after January 1 1995. The
auditor is to determine whether the pr gram is
newly established as described above, nd whether
the hospital made correct adjustments o the FTE
limit as specified in 42 CFR 413.86(g) 6)(1).

2. A hospital that had allopathic or osteo athic
residents in its most recent cost report· g period
ending on or before December 31, 1996, and
established new residency training pro ams on or
after January 1, 1995 and on or before August 5,
1997. The auditor is to detennine wh ther the
hospital does have newly established rograms as
described above, and made correct adj stments to
the FTE limit as specified in 42 CFR
413.86(g)(6)(ii).

Note: For new medical residency train ng programs
established after August 5, 1997, adj stments to the
FTE limit for hospitals located in rura areas ( or
other hospitals located in rural areas hich added
residents under 42 CFR 413.86(g)(6)( )) may be
made in the same manner as specified in 42 CFR
413.86(g)(6)(ii). Refer to 42 CPR 41 .86(g)(6)(iii).

3. A hospital that began construction of· s facility on
or before August 5, 1997, sponsored ew medical
residency training programs on or afte January 1,
1995 and on or before August 5, 1997 that either
received initial accreditation by the ap ropriate

AND DATE WP REF 
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AUDITOR'S 
INITIALS 

PROCEDURE DESCRIPTION 

accrediting body or temporarily traine residents at 
another hospital(s) until the facility w completed. 

The auditor is to determine whether th hospital 
made correct adjustments to the FTE 1 · mit as 
specified in 42 CFR 413.86(g)(7). 

Note: This provision is applicable duri g portions 
of cost reporting periods occurring on r after 
October 1, 1999. 

4. A hospital that assumed the training o displaced
residents from a hospital that closed o or after July
1, 1996. The auditor is to determine hether the
hospital has submitted a timely and sa isfactory
request to their FI for a temporary adj stment to the
FTE limit in accordance with 42 CFR 13.86(g)(8).

K. Determine whether the hospital is a mem er of an
affiliated group for GME purposes from F records.
(Refer to 4 2 CFR 413. 86( b) for a definitio of an
affiliated group.) If so, the hospital may a just
(increase/decrease) its unweighted FTE r sident count
(Step 8.I.) in accordance with the group's greement on
implementing the FTE limit or cap on an ggregate
basis. The auditor is to validate the adjus ent to the
FTE limit for GME purposes.

Note: Specific instructions for implemenf ng the
affiliated group FTE cap are included in t e May 12,
1998 Federal Register (63 FR, Pages 263 8-26341),
and in the July 30, 1999 Federal Register 63 FR, page
41524).

L. Compare the updated per-resident amoun from the FI
files to the amounts shown on the cost re ort and
propose any necessary adjustment.

M. For cost reporting periods beginning on o after October
1, 1997, ensure the computation of total d rect GME
amount on Worksheet E-3, Part IV is don correctly in
accordance with line instructions in PRM II, § 3633.4.

BED COUNT FOR INDIRECT MEDICAL E UCATION 
(IME) PAYMENT 

Do not perform the following if already covere im Exhibit 1, 
Step 10. 

AND DATE WP REF 
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17                   GRADUATE MEDICAL DUCATION (GME) AND 

INDIRECT MEDICAL EDUCATI N (IME) (Continued) 
HOSPITAL AND SKILLED NURSING IFAC LITY AUDIT PROGRAM 1999 

AUDITOR'S 

INITIALS 

STEP PROCEDURE DESCRIPTION AND DATE WP REF 

patient care during the cost reporting J?eriod. D te:rmine the 
number of beds in a hospital by countmg the nu ber of 
available bed days during the cost reporting pe od. Exclude 
beds assigned to newborns, custodial care and PS excluded 
distinct part hos�ital units. Divide that nwnber by the 
nwnber of days m the cost reporting period. If ou cannot be 
reasonably certain of the bed count or where ch nges have 
taken place: 

A. Ensure that the bed count at the end of the e:riod for
each accommodation area is properly reco <led on the
cost report.

B. 

C. 

D. 

Compare the nwnber of beds with the n her in the
prior year. Where there is a difference, ob in an
explanation.

Check board minutes to see if any areas o the hospital
were closed or if the nwnber of beds were reduced
during the cost reporting period.

Ensure that neo-natal intensive care unit b ds are
included in the bed count for IME when t e beds
represent a separate cost center qualified a a special
care unit. If neo-natal beds are nursery be s,, they
should be excluded from the count.

IME INTERN & RESIDENT FTE COUNT 

10. Review the provider's current year listing of al interns and
residents to be included in the IME count (sub i1ted in
accordance with 42 CFR 412.105(£)(2)). Revi w the
provider's records, such as assignment schedul s,, IRIS
diskette or equivalent docwnentation, to verify the accuracy
of the listing. Ensure that residents physically ocated at the
provider site are counted for IME purpose:s eve though
payment may not be made by the provider. Re idents not
working at the portion of the hospital subject t PPS or the
outpatient department of the hospital should n t be included
in the count except as provided in 42 CFR
412.105(£)(1 )(ii)(C).

A. Obtain a listing of interns & residents in pproved
programs working at the hospital during t e cost
reporting period (42 CFR 412.105(£)(2)).

B. Verify that the following interns and resi ents are not
included in the listing:

0 Those in unapproved programs.
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INDIRECT MEDICAL EDUCATI N (!ME) (Continued) 
HOSPITAL AND SKILLED NURSING FACI ITY AUDIT PROGRAM 1999 

AUDITOR'S 

INITIALS 
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0 Those employed to replace nonphysic an 
anesthetists. 

0 Moonlighting I&Rs or fellows no lon er in a 
formally organized program fulfilling certification 
requirements. 

C. Ensure residents are not claimed by more t an one
hospital for the same time period, and are ot counted
as more than one IME-FTE.

Note: The FI should identify and resolve t ese potential
duplications through the use of data from t e Intern and
Resident Information System (IRIS). Eac hospital is
required to submit this data on an IRIS dis erte along
with its Medicare cost report.

D. Determine the full-time or part-time equiv lent status of
each intern and resident who worked at th hospital
(inpatient and outpatient areas) during the ost reporting
period in accordance with 42 CFR 412.10 (f)(l)(iii).

E. Using the information from the I&R listin (Step l0A)
and assignment schedules ( or similar doc entation),
verify the number of days or hours during he cost
reporting period worked by each resident i the part of
the hospital subject to PPS and the hospi 's outpatient
departments. Test to ensure that time wor ed by the
l&Rs in the following is not classified as t .e worked
in the part of the hospital subject to PPS:

0 

0 

0 

0 

0 

0 

Other hospitals (take IRIS data into a count). 
Other freestanding providers (see not ). 
Nonhospital (previously referred to a 
nonprovider) setting (see note). 
Excluded units of the hospital. 
Hospital-based SNF, ICF, HHA, CO ', or 
hospice. 
Research. 

Note: Effective for discharges occuning o or after 
October 1, 1997, the time spent by a resid nt in a 
nonhospital setting in patient care activiti s under an 
approved medical residency training prog am is counted 
towards the determination of full-time eq ivalency if 
the criteria set forth at 42 CFR 413.86(f)( ) are met. 

Also, verify the total time worked by eac resident in all 
settings during the cost reporting period. 

F. Determine whether the provider correctly computed the 



                 GRADUATE MEDICAL DUCATION (GME) AND 
INDIRECT MEDICAL EDUCATI N (IME) (Continued) 

HOSPITAL AND SKILLED NURSING FAC LITY AUDIT PROGRAM 1999 
AUDITOR'S 

INITIALS 

STEP PROCEDURE DESCRIPTION 

proportion of time worked by each residen in the 
portion of the hospital subject to PPS and e hospital's 
outpatient departments. Use informatilon fr m Step E to 
make this test. 

G. Verify the computation of the final FTE c 1t to ensure
that part-time status percentages and 1he p oportion of
time percentages (Step 10.F.) were accurat ly
incorporated into this computation.

H. Verify the hospital's FTE count of residen m a
hospital's approved medical residency trai ng program
in the fields of allopathic and osteopathic edicine for
discharges occurring on or after October 1 1997 is
limited to the hospital's FTE count of sue residents for
the most recent cost reporting period endi
before December 31, 1996.

I. Determine whether the hospital (1) establi hed new
residency training programs on or afti�r Ja uary 1, 1995,
or (2) assumed the training of displaced re idents from
a hospital that closed on or after July 1, 19 6. If so,
repeat Step 8.J. for validating the adjustm nt to the FTE
limit for IME purposes.

J. Determine whether the hospital is a memb r of an
affiliated group for IME purposes from FI records.
(Refer to 42 CFR 413.86(b) for a definitio of an
affiliated group.) If so, the hospital may a just
(increase/decrease) its FTE resident coun (Step 10.H.)
in accordance with the group's agreement on
implementing the FTE limit or cap on an ggregate
basis. Repeat Step 8.K. for validating the djustment to
the FTE limit for IME purposes.

K. For cost reporting periods beginning on o after October
1, 1997, ensure the computation of indire t medical
education adjustment on Worksheet E, Pa A is done
correctly in accordance with line instructi ns in PRM­
II, § 3630.1.

NONAPPROVED PROGRAMS 

11. If cost was reported in the Interns and Residen s Not In
Approved Teaching Program cost center, dete ine whether
it pertains to an educational program that is no approved or
to moonlighting residents.

A. If the cost applies to an educational progr m(s) that is

AND DATE WP REF 
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AUDITOR'S 

INITIALS 

PROCEDURE DESCRIPTION 

not approved, determine through a review f the general 
ledger subaccounts for the Interns and Res· dents in 
Nonapproved Programs account, teaching hysicians 
records and any other documentation, whe er teaching 
and other educational costs were included · n the cost 
center. 

In accordance with PRM-I, §404.2B, the t aching and 
other educational costs associated with th nonapproved 
programs are not allowable. Therefore, pr pose an 
audit adjustment to transfer these costs to 
nonallowable cost center (if overhead is a plicable) or 
delete them through a Worksheet A-8 en 

Note: The cost (salaries, fringe benefits a d overhead) 
related to services provided to program be eficiaries by 
I&Rs either employed by a hospital witho t a teaching 
program or in conjunction with a teaching program that 
is not approved, are reimbursable under P B. The 
costs related to services provided to Progr 
beneficiaries by I&Rs, who are fully licen eel medical 
doctors acting outside the scope of their r sidency 
program (moonlighting) are not reimburs le through 
the cost report; however, these services ar billable to 
the �art B carrier as any other provider-ha ed physician 
service. 

B. Verify that the provider maintained II assig 1ent
records II for the I&Rs and the percentages shown in
Worksheet D-2, Part I, Column 1, are ace ately
reported for each area.

C. Review the provider's documentation sup orting the
Part B days shown on Worksheet D-2 an propose an
audit adjustment if those days were incorr ctly reported.

AND DATE WP REF 




