
42 C.F.R. § 413.77
Direct GME payments: Determination of per resident amounts.

(a) Per resident amount for the base period. (1) Except as provided in paragraph (d) of this section, the
contractor determines a base-period per resident amount for each hospital as follows:

(i) Determine the allowable GME costs for the cost reporting period beginning on or after October 1, 1983 but
before October 1, 1984. In determining these costs, GME costs allocated to the nursery cost center, research and
other nonreimbursable cost centers, and hospital-based providers that are not participating in Medicare are
excluded and GME costs allocated to distinct-part hospital units and hospital-based providers that participate
in Medicare are included.

(ii) Divide the costs calculated in paragraph (a)(1)(i) of this section by the average number of FTE residents
working in all areas of the hospital complex (including those areas whose costs were excluded under paragraph
(a)(1)(i) of this section) for its cost reporting period beginning on or after October 1, 1983 but before October 1,
1984.

(2) In determining the base-period per resident amount under paragraph (a)(1) of this section, the contractor—

(i) Verifies the hospital's base-period GME costs and the hospital's average number of FTE residents;

(ii) Excludes from the base-period GME costs any nonallowable or misclassified costs, including those previously
allowed under § 412.113(b)(3) of this chapter; and

(iii) Upon a hospital's request, includes GME costs that were misclassified as operating costs during the
hospital's prospective payment base year and were not allowable under § 412.113(b)(3) of this chapter during the
GME base period. These costs may be included only if the hospital requests an adjustment of its prospective
payment hospital-specific rate or target amount as described in § 413.82(a) of this chapter.

(3) If the hospital's cost report for its GME base period is no longer subject to reopening under § 405.1885 of this
chapter, the contractor may modify the hospital's base-period costs solely for purposes of computing the per
resident amount.

(4) If the contractor modifies a hospital's base-period GME costs as described in paragraph (a)(2)(ii) of this
section, the hospital may request an adjustment of its prospective payment hospital-specific rate or target
amount as described in § 413.82(a) of this chapter.

(5) The contractor notifies each hospital that either had direct GME costs or received indirect education payment
in its cost reporting period beginning on or after October 1, 1984, and before October 1, 1985, of its base-period
average per resident amount. A hospital may appeal this amount within 180 days of the date of that notice.

(b) Per resident amount for cost reporting periods beginning on or after July 1, 1985, and before July 1, 1986. For cost
reporting periods beginning on or after July 1, 1985, and before July 1, 1986, a hospital's base-period per
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resident amount is adjusted as follows:

(1) If a hospital's base period began on or after October 1, 1983, and before July 1, 1984, the amount is adjusted
by the percentage change in the CPI-U that occurred between the hospital's base period and the first cost
reporting period to which the provisions of this section apply. The adjusted amount is then increased by one
percent.

(2) If a hospital's base period began on or after July 1, 1984 and before October 1, 1984, the amount is increased
by one percent.

(c) Per resident amount for cost reporting periods beginning on or after July 1, 1986. Subject to the provisions of
paragraph (d) of this section, for cost reporting periods beginning on or after July 1, 1986, a hospital's
base-period per resident amount is adjusted as follows:

(1) Except as provided in paragraph (c)(2) of this section, each hospital's per resident amount for the previous
cost reporting is adjusted by the projected change in the CPI-U for the 12-month cost reporting period. This
adjustment is subject to revision during the settlement of the cost report to reflect actual changes in the CPI-U
that occurred during the cost reporting period.

(2) For cost reporting periods beginning on or after October 1, 1993 through September 30, 1995, each
hospital's per resident amount for the previous cost reporting period will not be adjusted for any resident FTEs
who are not either a primary care resident or an obstetrics and gynecology resident.

(d) Per resident amount for cost reporting periods beginning on or after October 1, 2000 and ending on or before
September 30, 2013. For cost reporting periods beginning on or after October 1, 2000 and ending on or
before September 30, 2013, a hospital's per resident amount for each fiscal year is adjusted in accordance
with the following provisions:
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