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EXHIBIT I

HOSPITAL-BASED PHYSICIAN ALLOCATION AGREEMENT
The following schedule represents the distribution of time and activities of the physicians in the _________________________ department:

l.
Activity, other than direct patient services


Percent of Time
(a)
Teaching






5      

(b)
Research (including attendance at lectures, etc.)

l0      

(c)
Administration





l0      

(d)
Supervision of technical and other personnel



20      

(e)
Hospital service (committees, etc.)


5      

(f)
Services of general benefit to patients

  (quality control, etc.)




25      








Total
75      

2.
Activity, direct personnel services to individual patients

25

The allocation of time by activity as shown above was based on

(select one of the following):

l.
Time study
2.  Estimate
   3.  Other (attach explanation)

Signed ___                                    
               Administrator of Provider

Signed ___                                       
_______ Physician(s)
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EXHIBIT II

Determination of Amount of Provider-Based Physician Compensation

Reimbursable Under Part B
1
2
3
4
5
6

Department
Physicians
Compensation
Professional

Component

Allocation
Part B

Amount
Approved






Carrier
Inter-

Mediary

Pathology


SMITH

JONES

GREEN


$22,000  

20,000

18,000


20%

25%

30%

Total-
$4,400   

5,000

5,400

14,800



The method for determining the Part B component of the physician's compensation is demonstrated in Exhibit II.  The data in each of the columns is as follows:

Column l

-
DEPARTMENT-- Indicate a single provider department with one or more provider-based physicians rendering a significant volume of professional services to Medicare beneficiaries.

Column 2

-
PHYSICIANS-- List the name of each physician in this department rendering direct patient services.

Column 3

-
COMPENSATION-- Show the annual remuneration for each physician receiving a fixed compensation.  (Where a physician changed to direct billing subsequent to June 30, l966, the compensation amount for the year prior to the change should be obtained and used.  See § 2l08.2C.)

Column 4

-
PROFESSIONAL COMPONENT ALLOCATION-- List the percentage of compensation attributable to direct patient services.  (See § 2l08.l and Exhibit I.)

Column 5

-
PART B AMOUNT-- Multiply Column 3 (Compensation) by Column 4 (Professional Component Allocation) to obtain the portion of each physician's salary attributable to Part B services.

Column 6

-
APPROVED-- By initialing and dating their action, the intermediary and carrier show approval of the determination.
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EXHIBIT II A

Determination of Uniform Optional Percentage

(Compensation Arrangement Stipulates Percentage of


Gross Charges or Collections)

1
2
3
4
5
6

Department
Physicians
Contract

Percentage
Professional

Component

Allocation
Uniform

Optional

Percentage
Approved






Carrier
Intermediary

Pathology


SMITH


35


20


7.0



Where a physician has a variable compensation arrangement (see § 2l08.2B for exception) and wishes to use the uniform optional percentage, enter the appropriate data in the columns of Exhibit II A as follows:

Column l

-
DEPARTMENT-- Indicate a single provider department with one or more provider-based physicians rendering a significant volume of professional services to Medicare beneficiaries.

Column 2

-
PHYSICIANS-- List the name of each physician in this department rendering direct patient services.

Column 3

-
CONTRACT PERCENTAGE-- Show the contract percentage.

Column 4

-
PROFESSIONAL COMPONENT ALLOCATION-- List the percentage of compensation attributable to direct patient services (see § 2l08.l and Exhibit I).

Column 5

-
UNIFORM OPTIONAL PERCENTAGE--Multiply Column 3 (Contract Percentage) by Column 4 (Professional Component Allocation) for each physician.  This amount (rounded to the nearest one-half percent) is the uniform optional percentage.  The physicians' Part B charge for each service is derived by applying this uniform optional percentage to the provider's established charge for each service.

Column 6

-
APPROVED-- By initialing and dating their action, the intermediary and carrier show approval of the determination.
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EXHIBIT III

The Uniform Optional Percentage
1
2
3
4
5
6

Department
Part B Amount
Contract

Percentage
Estimated Gross

Department Charges
Uniform

Optional

Percentage
Approved






Carrier
Intermediary

Pathology


$14,800


35


$200,000


7.5%



After completing Exhibit II, where a physician has a fixed compensation and desires to use the uniform optional percentage, enter additional data in the appropriate columns of Exhibit III as follows:

Column l

-
DEPARTMENT--Show one provider department with provider-based physicians who render identifiable direct patient services.

Column 2

-
PART B AMOUNT--The Part B amount was derived in Exhibit II, Column 5.  Enter that amount in this column.

Column 3

-
ESTIMATED GROSS DEPARTMENT CHARGE--Enter the estimated gross departmental charges for the year.

Column 4

-
UNIFORM OPTIONAL PERCENTAGE--Divide Column 2 (Part B Amount) by Column 3 (Estimated Gross Department Charges) to obtain the uniform optional percentage.  This percentage is applied to all departmental billings, and will yield in the aggregate an amount equal to the Part B Amount (Column 2).  (This percentage may be rounded where such action will not result in reimbursement of an amount appreciably different from the amount in Column 2.)

Column 5

-
APPROVED-- By initialing and dating their action, the intermediary and carrier indicate approval of the determination.
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EXHIBIT IV

Item-by-Item Method - Relative Value Schedule
Pathology (Department)



1
2
3
4
5
6
7
8
9

Procedure
Provider’s

Established

Charge
Percent

Physician’s

Service
Relative

Numerical

Value
Estimated

Procedures

(Annual)
Total

Units
Conversion

Factor
Part B

Charge
Approved









Carrier
Inter-mediary

U

V

W

X

Y

Z
$ 5.00

10.00

15.00

20.00

25.00

30.00
50%

3

20  

10  

80  

10  
2.5

3.0

2.0

20.00

3.0
2,000

1,800

2,500

   200

3,500
5,000

5,400

5,000

4,000

10,000
14,800       

29,900 = 5   

1.25

1.50

1.00

10.00

1.50


After completion of Exhibit II, in order to determine the Part B charge for the various procedures performed in a provider department, enter the appropriate data in the column of Exhibit IV as follows:

Column l

-
PROCEDURE--List each procedure with significant physician involvement performed in the provider department.

Column 2

-
PROVIDER'S ESTABLISHED CHARGE--Show the provider's charge for each procedure shown in Column l.

Column 3

-
PERCENT - PHYSICIAN'S SERVICE--For each procedure show the percentage which represents the extent of physician involvement in rendering direct patient services.  (Examples:  For procedure "U" it is estimated that 50 percent of the provider charge represents physician involvement each time the procedure is performed.  For procedure "V" physician involvement is negligible and the procedure is not used in obtaining the Part B charge.)
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EXHIBIT IV (CONT.)
Column 4

-
RELATIVE NUMERICAL VALUE--Multiply Column 2 (Provider's Established Charge) by Column 3 (Percent - Physician's Service) to obtain the Relative Numerical Value.

Column 5

-
ESTIMATED ANNUAL PROCEDURES--Show the estimated number of times each procedure will be rendered during the year.

Column 6

-
TOTAL UNITS-- The total relative value units for each procedure represent the estimated aggregate value of the physician component for each procedure and are obtained by multiplying Column 4 (Relative Numerical Value) by Column 5 (Estimated Procedures--Annual).  The total units for each procedure are added to obtain the aggregate number of units for the department.

Column 7

-
CONVERSION FACTOR-- Divide the Part B Amount (Exhibit II, Column 5) by the aggregate number of units, Column 6 (Total Units). (Round the answer to nearest tenth.)

Column 8

-
PART B CHARGE-- Multiply Column 7 (Conversion Factor) by Column 4 (Relative Numerical Value) to obtain the Part B component charge for each procedure.

Column 9

-
APPROVED-- By initialing and dating their action, the intermediary and carrier indicate approval of the determination.

NOTE:

If an existing relative value schedule is to be used, complete Column l, and omit Columns 2 and 3.  Enter in Column 4 the appropriate relative numerical value for each procedure as indicated in the existing relative value schedule.  Complete Columns 5 through 7 as described in the instructions for Exhibit IV.
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EXHIBIT V

Alternate Item-by-Item Method
Pathology (DEPARTMENT)



1
2
3
4
5
6

Procedure
Professional

Component

Percentage
Part B

Compensation
Estimated

Procedures

(Annual)
Part B

Component

Charges
Approved






Carrier
Intermediary

M

N

O

P

Q

R

S

T


15%

10

 5

20

25

 5

10

10

(100%)

Total =
$ 2,220

   1,480

      740

   2,960

  3,700

     740

  1,480

  1,480

$14,800
1,100

   200

    55

   300

1,700

   100

   150

   200
   $ 2.00

      7.50

    13.50

    10.00

      2.00

      7.50

    10.00

      7.50



After completing Exhibit II, where the physicians in a single provider department elect to use the alternate item-by-item method, enter the following data in the appropriate columns:

Column l

-
PROCEDURE-- List each procedure performed in the department with significant physician involvement.

Column 2

-
PROFESSIONAL COMPONENT PERCENTAGE-- Show the percentage of time which the physicians collectively spend performing each procedure.  (The total time spent should equal l00 percent of the time devoted to direct patient services.)

Column 3

-
PART B COMPENSATION-- Multiply the amount shown in Exhibit II, Column 5, by each percentage in Column 2.

Column 4

-
ESTIMATED ANNUAL PROCEDURES-- Estimate the number of times each procedure will be performed in the coming year.

Column 5

-
PART B COMPONENT CHARGES-- The physician Part B charge is derived by dividing Column 3 (Part B Compensation) by Column 4 (Estimated Procedures--Annual) rounded to nearest 50 cents.

Column 6

-
APPROVED-- By initialing and dating their action, the intermediary and carrier indicate approval of the determination.
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EXHIBIT VI

Per Diem or Per Visit Method
THE METHOD - TABLE A


1


2


    3


4

Department


Total

Physician

Compensation
Division of Compensation
Inpatient-Compensation

for

Direct Patient Services



Outpatient
Inpatient


Radiology

Pathology

Anesthesiology

Internal – Med.

Surgery
$ 52,000

40,000

42,000

150,000

155,000
50%

35

10

35

30
$26,000

14,000

4,200

52,500

46,500
50%

65

90

65

70
$26,000

26,000

37,800

97,500

108,500
60%

40

85

90

90
$ 15,600

10,400

32,130

87,750

97,650







Total - $143,200


Total - $243,530

INPATIENT RATE - TABLE B


Direct Patient

Service Dept.
Part B mount
Inpatient Days
Per Diem Rate
Approved






Carrier
Intermediary

HOSPITAL
RADIOLOGY

PATHOLOGY
$ 26,000
100,000
(26)  25




ALL OTHER

DEPARTMENTS


217,330
100,000
(2 18)  2 20











ALL OTHER

PROVIDER

SETTINGS


ALL DEPTS.
243,530
100,000




OUTPATIENT RATE - TABLE C





1
2

3

4

5


Direct Patient

Service Dept.
Part B mount
Inpatient Days
Per Diem Rate
Approved






Carrier
Intermediary



ALL

PROVIDER

SETTINGS
ALL DEPTS
$143,200
41,000
(3 49)  3 50
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7-75
                                                        EXHIBIT VI(Cont.)                                                             
In developing the per diem (or per visit) method of reimbursement, enter the pertinent information in the appropriate columns in Exhibit VI.  Separate tables are presented to show the basic data necessary (Table A) and its utilization in deriving the inpatient rate (Table B) and the outpatient rate (Table C).

Under this method, only compensation paid to physicians who normally render services to Medicare patients should be included in the computation.  Thus, the compensation of obstetricians, pediatricians, and other physicians who do not normally render services to Medicare beneficiaries should not be included.  In addition, the patient days attributed to the departments of the institution which do not usually provide services for Medicare patients should also be excluded from the per diem computation.

It should also be noted that some physicians who render services to Medicare patients also render services that are not covered under the program.  For example, dentists and podiatrists provide covered services as well as noncovered services to beneficiaries.  In such cases, the physicians' compensation allocated to those noncovered services should be omitted from the per diem computation.

Table A






The Method
Column l


DEPARTMENT-- List each provider department in which a significant number of services for Medicare patients are rendered.

Column 2


TOTAL PHYSICIAN COMPENSATION--On a departmental basis show the total physician compensation.

Column 3


DIVISION OF COMPENSATION--On a departmental basis show the percentage and amount of the total physician compensation (Column l) attributable to outpatient and inpatient services, and enter the aggregate total for outpatient services in the space provided in Column 3.

Column 4


INPATIENT - COMPENSATION FOR DIRECT PATIENT SERVICES--Of the inpatient compensation (Column 3) show the percentage and amount attributable to direct patient services to inpatients.  Enter the aggregate total compensation attributable to inpatient direct patient services in the space provided in Column 4.
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EXHIBIT VI (Cont.)
7-75
Table B





The Inpatient Rate
Column l


DIRECT PATIENT SERVICES - DEPARTMENT--In the hospital setting it is necessary to separate the radiology and pathology department compensation from other compensation because the direct patient services of these specialty departments are reimbursable without application of the coinsurance and deductible provisions.  In other provider settings, all departments are considered together.

Column 2


PART B AMOUNT--This item corresponds to the total of Table A, Column 4.  In the hospital setting the amount attributable to the radiology and pathology departments must be shown separately.

Column 3


INPATIENT DAYS--Indicate the estimated total number of inpatient days for the year.

Column 4


PER DIEM RATE--The rate is obtained by dividing Column 2 (Part B Amount) by Column 3 (Inpatient Days) and rounding to the nearest multiple of $.05.

Column 5


APPROVED--The carrier and intermediary will signify their approval of the determination by initialing and dating their action.

Table C





The Outpatient Rate
Column l


DIRECT PATIENT SERVICES - DEPARTMENT--No differentiation among departments is necessary.

Column 2


PART B AMOUNT--This item corresponds to the total of Table A, Column 3 (Outpatient).

Column 3


OUTPATIENT VISITS--Indicate the estimated total number of outpatient visits for the year.

Column 4


PER VISIT RATE--Divide Column 2 (Part B Amount) by Column 3 (Outpatient Visits) and round to the nearest multiple of $.05.

Column 5


APPROVED--The carrier and intermediary will signify their approval of the determination by initialing and dating their action.
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RESERVED FOR EXHIBIT VII
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RESERVED FOR EXHIBIT VII (Cont.)
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