
42 C.F.R. § 413.106
Reasonable cost of physical and other therapy services furnished
under arrangements.

(a) Principle. The reasonable cost of the services of physical, occupational, speech, and other therapists, and
services of other health specialists (other than physicians), furnished under arrangements (as defined in
section 1861(w) of the Act) with a provider of services, a clinic, a rehabilitation agency or a public health
agency, may not exceed an amount equivalent to the prevailing salary and additional costs that would
reasonably have been incurred by the provider or other organization had such services been performed by
such person in an employment relationship, plus the cost of other reasonable expenses incurred by such
person in furnishing services under such an arrangement. However, if the services of a therapist are
required on a limited part-time basis, or to perform intermittent services, payment may be made on the
basis of a reasonable rate per unit of service, even though this rate may be greater per unit of time than
salary-related amounts, if the greater payment is, in the aggregate, less than the amount that would have
been paid had a therapist been employed on a full-time or regular part-time salaried basis. Pursuant to
section 17(a) of Public Law 93-233 (87 Stat. 967), the provisions of this section are effective for cost
reporting periods beginning after March, 1975.

(b) Definitions—(1) Prevailing salary. The prevailing salary is the hourly salary rate based on the 75th percentile
of salary ranges paid by providers in the geographical area, by type of therapy, to therapists working full
time in an employment relationship.

(2) Fringe benefit and expense factor. The standard fringe benefit and expense factor is an amount that takes
account of fringe benefits, such as vacation pay, insurance premiums, pension payments, allowances for job-
related training, meals, etc., generally received by an employee therapist, as well as expenses, such as
maintaining an office, appropriate insurance, etc., an individual not working as an employee might incur in
furnishing services under arrangements.

(3) Adjusted hourly salary equivalency amount. The adjusted hourly salary equivalency amount is the prevailing
hourly salary rate plus the standard fringe benefit and expense factor. This amount is determined on a periodic
basis for appropriate geographical areas.

(4) Travel allowance. A standard travel allowance is an amount that is recognized, in addition to the adjusted
hourly salary equivalency amount.
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