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facility, home health agency, or com-
prehensive outpatient rehabilitation 
facility in which residents furnish serv-
ices. These include, but are not limited 
to, family practice or multispecialty 
clinics and physician offices. 

Resident means one of the following: 
(1) An individual who participates in 

an approved GME program, including 
programs in osteopathy, dentistry, and 
podiatry. 

(2) A physician who is not in an ap-
proved GME program, but who is au-
thorized to practice only in a hospital, 
for example, individuals with tem-
porary or restricted licenses, or unli-
censed graduates of foreign medical 
schools. For purposes of this subpart, 
the term resident is synonymous with 
the terms intern and fellow. 

Teaching hospital means a hospital 
engaged in an approved GME residency 
program in medicine, osteopathy, den-
tistry, or podiatry. 

Teaching physician means a physician 
(other than another resident) who in-
volves residents in the care of his or 
her patients. 

Teaching setting means any provider, 
hospital-based provider, or nonprovider 
settings in which Medicare payment 
for the services of residents is made 
under the direct GME payment provi-
sions of §§ 413.75 through 413.83, or on a 
reasonable-cost basis under the provi-
sions of § 409.26 or § 409.40(f) for resident 
services furnished in skilled nursing fa-
cilities or home health agencies, re-
spectively. 

[60 FR 63178, Dec. 8, 1995, as amended at 61 
FR 59554, Nov. 22, 1996; 63 FR 26359, May 12, 
1998; 70 FR 47490, Aug. 12, 2005] 

§ 415.160 Election of reasonable cost 
payment for direct medical and sur-
gical services of physicians in 
teaching hospitals: General provi-
sions. 

(a) Scope. A teaching hospital may 
elect to receive payment on a reason-
able cost basis for the direct medical 
and surgical services of its physicians 
in lieu of fee schedule payments that 
might otherwise be made for these 
services. 

(b) Conditions. A teaching hospital 
may elect to receive these payments 
only if— 

(1) The hospital notifies its inter-
mediary in writing of the election and 
meets the conditions of either para-
graph (b)(2) or paragraph (b)(3) of this 
section; 

(2) All physicians who furnish serv-
ices to Medicare beneficiaries in the 
hospital agree not to bill charges for 
these services; or 

(3) All physicians who furnish serv-
ices to Medicare beneficiaries in the 
hospital are employees of the hospital 
and, as a condition of employment, are 
precluded from billing for these serv-
ices. 

(c) Effect of election. If a teaching hos-
pital elects to receive reasonable cost 
payment for physician direct medical 
and surgical services furnished to bene-
ficiaries— 

(1) Those services and the supervision 
of interns and residents furnishing care 
to individual beneficiaries are covered 
as hospital services, and 

(2) The intermediary pays the hos-
pital for those services on a reasonable 
cost basis under the rules in § 415.162. 
(Payment for other physician com-
pensation costs related to approved 
GME programs is made as described in 
§ 413.78 of this chapter.) 

(d) Election declined. If the teaching 
hospital does not make this election, 
payment is made— 

(1) For physician services furnished 
to beneficiaries on a fee schedule basis 
as described in part 414 subject to the 
rules in this subpart, and 

(2) For the supervision of interns and 
residents as described in §§ 413.75 
through 413.83. 

[60 FR 63178, Dec. 8, 1995, as amended at 70 
FR 47490, Aug. 12, 2005] 

§ 415.162 Determining payment for 
physician services furnished to 
beneficiaries in teaching hospitals. 

(a) General rule. Payments for direct 
medical and surgical services of physi-
cians furnished to beneficiaries and su-
pervision of interns and residents fur-
nishing care to beneficiaries is made by 
Medicare on the basis of reasonable 
cost if the hospital exercises the elec-
tion as provided for in § 415.160. If this 
election is made, the following occurs: 

(1) Physician services furnished to 
beneficiaries and supervision of interns 
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