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Pondera Medical Center 
Administrative Policy/Procedure 
 
Policy Number:   84.10.2017.OP.90    
 
TITLE:     Non-Monetary Compensation and Incidental Benefits Exceptions 
  
AREAS AFFECTED:   All Departments 
 
PURPOSE: Establish guidelines to document and monitor non-cash items and services given to physicians and their 
immediate family members. 
 
POLICY STATEMENT: On behalf of Pondera Medical Center (“Hospital”) a colleague may only provide business 
courtesies to, or enter into certain miscellaneous financial arrangements with a physician and his or her immediate 
family members (collectively, “potential referral sources”) in accordance with the requirements of this policy. Nothing 
in this policy permits any business courtesy, gift, miscellaneous financial arrangement, or other benefit that is 
understood by either party to be offered or provided as an inducement to refer patients or business or as a reward for 
such referrals. 
 
DEFINITIONS:  
• Business courtesies include, but are not limited to gifts, entertainment, items of value given free of cost, as well as 

attendance at/tickets to social events, meals, sporting events, theatrical events and receptions. Cash or cash 
equivalent compensation is not considered a business courtesy, but rather, is compensation to the referral source.  
Incidental Medical Staff Benefits (defined below) fit within another exception and are not subject to the business 
courtesies limitation set forth below. 

• Immediate Family Member includes: husband or wife; natural or adoptive parent, child; sibling; stepparent, 
stepchild, stepbrother, or stepsister; father-in-law, mother-in-law, son-in-law, daughter-in-law, brother-in-law, or 
sister-in-law; grandparent or grandchild; and spouse of grandparent or grandchild. 

• Potential Referral Source includes: a doctor of medicine or osteopathy, a doctor of dental surgery or dental 
medicine, a doctor of podiatric medicine, a doctor of optometry, or a chiropractor.   
- The Annual Business Courtesy and Medical Staff Incidental Benefit Limit are indexed by CMS and each year 

the Compliance Officer will notify Administration and Accounting of the amount approved by CMS for the 
upcoming year. 

 
PROCEDURE 
A Hospital employee may extend a business courtesy to a potential referral source and his or her immediate family 
members under the following conditions: 

1. Incidental Medical Staff Benefits: Certain benefits provided to all physicians of the medical staff on the 
Hospital campus are NOT counted as business courtesies and may be provided to potential referral sources 
as set forth herein. Because they are not counted as business courtesies, they do not count toward the Annual 
Business Courtesy Limit and do not need to be tracked.  However, such benefits must meet the following 
requirements: 

A. Each specific benefit must be valued at less than the Incidental Medical Staff Benefit Limit (defined 
above), per occurrence; 

B. Each specific benefit must occur or be provided within a hospital, clinic, or other owned or leased 
facility; 

C. Each benefit must be incident to the potential referral source’s purpose for his or her presence in the 
facility; 

D. All physician members of the medical staff (or, if appropriate, limited to all physician members of the 
medical staff practicing in the same specialty) are offered the same benefit; 
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E. Each benefit is reasonably related to the provision of, or facilitates the delivery of, medical services at 
the facility; and 

F. Each benefit is consistent with the types of benefits offered to physician medical staff members by 
other like facilities within the same local region (or if there are no like facilities in the same local region, 
by comparable facilities in comparable regions). 

G. Examples of this type of incidental medical staff benefit include but are not limited to the following:  
i. Free parking in the facility’s garage, provided that the facility does not charge non-referral sources 

more than the amount specified in the Incidental Medical Staff Benefit Limit for similar parking; 
ii. The use of personalized lead smocks for all referral sources with interventional or imaging 

radiology privileges (so long as the cost of the personalization does not exceed the Incidental 
Medical Staff Benefit Limit); or, 

iii. Modest meals in the Hospital’s physician lounge, so long as the value of the meal does not exceed 
the Incidental Medical Staff Benefit Limit, each. 

H. Examples of some benefits that do not qualify as Incidental Medical Staff Benefits (note that this is not 
an exhaustive list): 
iv. The provision of complimentary cellular telephones to potential referral sources, and 
v. Hosting the personal website of a potential referral source on the Hospital’s web server. 

2. Non-Monetary Compensation: A Hospital colleague may offer non-monetary compensation to a potential 
referral source or their immediate family member in accordance with the following requirements: 

A. The item or service offered is not cash or cash equivalent (e.g., checks, gift certificates, or stock 
instruments). 

B. It does not exceed the Annual Business Courtesy Limit in value or cause the total value of business 
courtesies to the same potential referral source to exceed the Annual Business Courtesy Limit for the 
calendar year. 

C. It is not solicited by the potential referral source. 
D. The cost of the item or services provided to the referral source or their immediate family member is 

the amount that must be tracked.  The cost should be recorded during the calendar year during which 
the item or services are provided to the potential referral source or immediate family member, 
regardless of when the item or services are acquired, invoiced to, or paid for by the Hospital. 

E. The Annual Business Courtesy Limit may not be aggregated to provide a gift with a value exceeding 
the Limit to a group of two or more potential referral sources. Each provider based entity must track 
all Non-Monetary Compensation on a single integrated log, no matter under what d/b/a the entity 
operates or where the entity is located, and each entity’s Non-Monetary Compensation provided to a 
single potential referral source or their immediate family member cannot, in the aggregate, exceed 
the Annual Business Courtesy Limit. 

F. Examples of business courtesies that ARE counted towards the Annual Business Courtesy Limit and 
must be tracked include:  
i. A dinner at a restaurant during a physician recruitment visit when a potential referral source 

and/or their immediate family members are invited. 
ii. A dinner at a restaurant or administrator’s home to celebrate a milestone for the facility such as 

the end of a project or the launch of a new service; 
iii. Paying the greens or entry fees for a potential referral source or their immediate family member 

for golf (whether one-on-one or for a charity or facility golf tournament); 
iv. Providing tickets for potential referral sources and/or their immediate family members to sporting 

(or similar) events; 
v. Providing flowers or other gifts to potential referral sources or their immediate family members 

when they are hospitalized or to recognize a birthday or other family occasion; or 
vi. Paying for potential referral source’s CME program costs (unless such costs are to be paid for 

pursuant to a written personal services agreement, OR unless such costs are related to a program 
where substantially all of the content is compliance training-see special rule below) 
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G. Special Rule for Annual Medical Staff Appreciation Event (exception to the Annual Business Courtesy 
Limit requirement):  
i. A Hospital with an organized medical staff may host one medical staff appreciation event per 

calendar year under the following circumstances: 
a) The event must be held within the entity’s local community; 
b) All members of the medical staff must be invited; 
c) The entity cannot provide gifts, door prizes, transportation and/or lodging to the attendees 

(or, if any of these are provided, the value of same must be counted towards each potential 
referral source’s Annual Business Courtesy Limit); and, 

d) If the event is held in accordance with these requirements, then the value of the event is not 
considered non-monetary compensation to the referral source attendees.  

H. Special Rule for Compliance Training (exception to the Annual Business Courtesy Limit requirement): 
i. The Hospital may provide free compliance training for potential referral sources under the 

following circumstances: 
a) The training must take place in the entity’s local service area; 
b) The training must include instruction in either/both:  

• the basic elements of a compliance program 
• the specific elements of state and/or federal health care programs (billing, coding, 

documentation, fraud and abuse avoidance, etc.) 
c) The training may be provided to the potential referral source and/or their office staff; 
d) The training may include a CME element so long as compliance training is the primary purpose 

of the program; 
e) The training may NOT include individual assistance to a non-employed physician to establish 

a compliance program, or review/audit the physician’s compliance with billing, coding or 
other Federal healthcare program requirements. 

I. Special Rule for Medical Staff Training (exception to the Annual Business Courtesy Limit requirement): 
i. The Hospital may provide medical staff training for potential referral sources under the following 
circumstances: 

a) The training is for physicians serving in a leadership role at the Hospital such as Chief of Staff, 
Vice Chief of Staff, or Secretary/Treasurer.  The training’s primary focus is on medical staff 
leadership responsibilities.  NOTE:  Any expenses the Hospital pays for an immediate family 
member ARE counted toward the Annual Business Courtesy Limit. 

b) The training or continuing education is outlined in a current physician contract as part of their 
compensation package.   

       K.  Special Rule for Tickets to Sporting Events: 
i. Hospital may sell tickets to attend sporting events to potential referral sources in exchange for a fair 
market value payment, provided that: 

a)  The Hospital does not intend the transaction to influence the purchaser’s referrals and/or 
ordering patterns, AND  

b)  The Hospital keeps a written record of the transaction. 
3. Benefits Incidental to or in Exchange for Services: Legitimate business expenses for meals, etc. that include a 

potential referral source, but which are not intended to influence the potential referral source’s referrals or 
ordering patterns, are permitted under the following circumstances: 

A. The Hospital must document the nature and purpose of the expense. Agreements appropriate to 
document these expenses include: 
i. A Physician Employment Agreement, 
ii. A Professional Services Agreement (“PSA), such as a Medical Directorship Agreement, provided 

that the terms of the PSA set forth, in addition to the Medical Directorship requirements that the 
Hospital will occasionally pay for a business meal. 

4. Benefits that do not Constitute Compensation: With the prior approval of the Board and Legal Counsel, the 
Hospital can provide certain goods or services of low value which are intended for the purpose of improving 
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the entity’s clinical operations and/or administration, and are not intended to influence the potential referral 
source’s referrals or ordering patterns. 

A. Examples of benefits that do not constitute compensation: 
i. Annual flu shots for staff physicians administered in the Hospital or in a physician’s local office, for 

the purpose of limiting the spread of influenza within the Hospital 
B. Examples of benefits that do constitute compensation (and, therefore, can only be given in accordance 

with this Policy/Procedure): 
i. Annual flu shots for physicians’ spouses 

 
5. The Compliance Officer or designee is responsible for overseeing implementation of this policy.  

 
Date of Origin:   10/17  
Date(s) of Last Review:  04/18; 05/19; 05/20 
Date(s) of Revision:  01/20 
Effective Date:   11/17 
 
References: 72 FR 51012 (effective December 4, 2007), giving effect to Section 1877 of the Social Security Act, banning 
certain physician referrals of designated health services (42 U.S.C. 1395nn); 42 CFR Parts 411 and 424; 
http://www.cms.gov/Medicare/Fraud-and-Abuse/PhysicianSelfReferral/CPI-U_Updates.html 
 
 
Contact Person(s): Compliance Officer; Chief Nursing Officer; Chief Executive Officer 
 
 
Executive Approval:         
 
 
Date of Board of Director’s Review:  11/28/17  
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