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Column 5--If you or the individual indicated in column 2 has a financial interest in the related
organizations, enter the percent of ownership in such organization as a ratio.
Column 6--Enter the type of business in which the related organization engages (e.g., medical
drugs and/or supplies, laundry and linen service).
4018.

WORKSHEET A-8-2 - PROVIDER-BASED PHYSICIAN ADJUSTMENTS

In accordance with 42 CFR 413.9, 42 CFR 415.55, 42 CFR 415.60, 42 CFR 415.70, and
42 CFR 415.102(d), you may claim as allowable cost only those costs which you incur for
physician services that benefit the general patient population of the provider or which represent
availability services in a hospital emergency room under specified conditions.
(See
42 CFR 415.150 and 42 CFR 415.164 for an exception for teaching physicians under certain
circumstances.) 42 CFR 415.70 imposes limits on the amount of physician compensation which
may be recognized as a reasonable provider cost.
Worksheet A-8-2 provides for the computation of the allowable provider-based physician cost you
incur. 42 CFR 415.60 provides that the physician compensation paid by you must be allocated
between services to individual patients (professional services), services that benefit your patients
generally (provider services), and nonreimbursable services such as research. Only provider
services are reimbursable to you through the cost report. This worksheet also provides for the
computation of the RCE limits required by 42 CFR 415.70. The methodology used in this
worksheet applies the RCE limit to the total physician compensation attributable to provider
services reimbursable on a reasonable cost basis. Enter the total provider-based physician
adjustment for personal care services and RCE limitations applicable to the compensation of
provider-based physicians directly assigned to or reclassified to general service cost centers. RCE
limits are not applicable to a medical director, chief of medical staff, or to the compensation of a
physician employed in a capacity not requiring the services of a physician, e.g., controller. RCE
limits also do not apply to CAHs; however, the professional component must still be removed on
this worksheet. CAHs need only complete columns 1 through 5 and 18. Transfer for CAHs the
amount from column 4 to column 18.
NOTE: 42 CFR 415.70(a)(2) provides that limits established under this section do not apply to
costs of physician compensation attributable to furnishing inpatient hospital services
paid for under the PPS implemented under 42 CFR 412.
Limits established under this section apply to inpatient services subject to the TEFRA rate of
increase ceiling (see 42 CFR 413.40), outpatient services for all titles, and to title XVIII, Part B
inpatient services.
Since the methodology used in this worksheet applies the RCE limit in total, make the adjustment
required by 42 CFR 415.70(a)(2) on Worksheet C, Part I. Base this adjustment on the RCE
disallowance amounts entered in column 17 of Worksheet A-8-2.
Where several physicians work in the same department, see CMS Pub. 15-1, chapter 21, §2182.6C,
for a discussion of applying the RCE limit in the aggregate for the department versus on an
individual basis to each of the physicians in the department.
NOTE: The RCEs are not applied to Medicare non-reimbursable or Medicare non-certified areas
of the hospital and the adjustments generated from this worksheet for physician
compensation are limited to the cost centers on Worksheet A, lines 4 through 41, 43, 50
through 77, 90 through 99, 105 through 111, and 115, and subscripts as allowed.
Column Descriptions
Columns 1 and 10--Enter the line numbers from Worksheet A for each cost center that contained
compensation for physicians who are subject to RCE limits.
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Columns 2 and 11--Enter the description of the cost center used on Worksheet A. When RCE
limits are applied on an individual basis to each physician in a department, list each physician on
successive lines directly under the cost center description line, or list the first physician on the
same line as the cost center description line and then each successive line below for each additional
physician in that cost center.
List each physician using an individual identifier (not the physician’s name, NPI, UPIN or social
security number of the individual), but rather, Dr. A, Dr. B, Dr. AA, Dr. BB, etc. However, the
identity of the physician must be made available to your contractor/contractor upon audit. When
RCE limits are applied on a departmental basis, insert the word "aggregate" (instead of the
physician identifiers) on the line below the cost center description.
Columns 3 through 9 and 12 through 18--When the aggregate method is used, enter the data for
each of these columns on the aggregate line for each cost center. When the individual method is
used, enter the data for each column on the individual physician identifier lines for each cost center.
Column 3--Enter the total physician compensation paid by you for each cost center. Physician
compensation means monetary payments, fringe benefits, deferred compensation, costs of
physician membership in professional societies, continuing education, malpractice, and any other
items of value (excluding office space or billing and collection services) that you or other
organizations furnish a physician in return for the physician's services. (See 42 CFR 415.60(a).)
Include the compensation in column 3 of Worksheet A or, if necessary, through appropriate
reclassifications on Worksheet A-6 or as a cost paid by a related organization through
Worksheet A-8-1.
Column 4--Enter the amount of total remuneration included in column 3 applicable to the
physician's services to individual patients (professional component). These services are
reimbursed on a reasonable charge basis by the Part B contractor in accordance with
42 CFR 415.102(a). The written allocation agreement between you and the physician specifying
how the physician spends his or her time is the basis for this computation. (See 42 CFR 415.60(f).)
Column 5--Enter the amount of the total remuneration included in column 3, for each cost center,
applicable to general services to you (provider component). The written allocation agreement is
the basis for this computation. (See 42 CFR 415.60(f).)
NOTE: 42 CFR 415.60(b) requires that physician compensation be allocated between physician
services to patients, the provider, and nonallowable services such as research.
Physicians' nonallowable services must not be included in columns 4 or 5. The
instructions for column 18 insure that the compensation for nonallowable services
included in column 3 is correctly eliminated on Worksheet A-8.
Column 6--For each line of data, enter the RCE limit applicable to the physician's compensation
included in that cost center. Obtain the RCE limit from the applicable chart in the Federal Register
as listed below. If the physician specialty is not identified in the chart, use the RCE for the “Total”
category (from the same chart).
Cost Reporting Period
Beginning On or After
January 1, 2004

Federal Register
68 FR 45459 (August 1, 2003)

January 1, 2015

79 FR 50162 (August 22, 2014) Not applicable.
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Note
Your location governs which of
the three geographical categories
are applicable: non-metropolitan
areas, metropolitan areas less than
one million, or metropolitan areas
greater than one million.
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Column 7--Enter for each line of data, the physician's hours allocated to provider services. For
example, if a physician works 2080 hours per year and 50 percent of his/her time is spent on
provider services, then enter 1040 in this column. The hours entered are the actual hours for which
the physician is compensated by you for furnishing services of a general benefit to your patients.
If the physician is paid for unused vacation, unused sick leave, etc., exclude the hours so paid from
the hours entered. Time records or other documentation that supports this allocation must be
available for verification by your contractor upon request. (See CMS Pub. 15-1, chapter 21,
§2182.3E.)
Column 8--Enter the unadjusted RCE limit for each line of data. This amount is the product of the
RCE amount entered in column 6 and the ratio of the physician’s provider component hours
entered in column 7 to 2080 hours.
Column 9--Enter for each line of data five percent of the amounts entered in column 8.
Column 12--You may adjust upward, up to five percent of the computed limit (column 9), to take
into consideration the actual costs of membership for physicians in professional societies and
continuing education paid by you.
Enter for each line of data the actual amounts of these expenses paid by you.
Column 13--Enter for each line of data the result of multiplying column 5 by column 12, and
dividing that amount by column 3.
Column 14--You may also adjust upward the computed RCE limit in column 8 to reflect the actual
malpractice expense incurred by you for the services of a physician or group of physicians to your
patients.
Enter for each line of data the actual amounts of these malpractice expenses paid by you.
Column 15--Enter for each line of data the result of multiplying column 5 by column 14, and
dividing that amount by column 3.
Column 16--Enter for each line of data the sum of columns 8 and 15, plus the lesser of column 9
or 13.
Column 17--Compute the RCE disallowance for each cost center by subtracting the RCE limit in
column 16 from your component remuneration in column 5. If the result is a negative amount,
enter zero. Transfer the amounts for each cost center to Worksheet C, Part I, column 4, for all
hospitals subject to PPS. (See 42 CFR 412.)
Column 18--The adjustment for each cost center entered represents the PBP elimination from costs
entered on Worksheet A-8, column 2, line 10, and on Worksheet A, column 6, to each cost center
affected. Compute the amount by deducting, for each cost center, the lesser of the amounts
recorded in column 5 (provider component remuneration) or column 16 (adjusted RCE limit) from
the total remuneration recorded in column 3.
NOTE: If you incur cost for unpaid guarantee for emergency room physician availability, attach
a separate worksheet showing the computation of the necessary reclassification. (See
CMS Pub. 15-1, chapter 21, §2109.)
Line Descriptions
Line 200--Enter the total of lines 1 through 11 for columns 3 through 5, 7 through 9, and 12 through
18.
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