[image: CorpImageID_0_2_2%7c1%7c0%7c2%7c2%7c]
YSM Direct & Indirect Clinical Expense - Policy
Responsible Office:		MEDFIN Finance and Administration, MEDYMA YMA 
Policy Sponsor:		Jess Caponigro, Tara Costain	
Effective Date:			01/22/2026


Scope
This policy applies to all Yale School of Medicine (YSM) departments that manage clinical activities with expenses within the funds flow methodology.

Reason for the Policy
Yale New Haven Health System (YNHHS) and Yale School of Medicine (YSM), collectively the Academic Health System (AHS), seek to align economic incentives to enhance patient access, improve operational efficiency, and grow clinical programs in the region. To ensure the AHS continues to be vibrant and supports its tripartite mission of education, research, and clinical care, both parties have implemented a funds flow methodology to facilitate economic alignment. Direct and indirect clinical expenses are a necessary cost of conducting business for clinical activities and will be covered under the funds flow methodology. These items are categorized as either direct clinical expenses or indirect clinical expenses as defined below. Yale Medicine Administration (YMA) and YSM leadership have established this policy to increase consistency, promote a more equitable approach across departments, and ensure the optimal and efficient use of resources.

[bookmark: _Toc425171621]Definitions
Direct Clinical Expenses
Direct Clinical Expenses are expenses directly related to patient care and are to be charged centrally to assigned YMA department cost centers. Examples include medical supplies, pharmaceuticals, and staff that perform direct clinical work (patient-facing roles, scheduling, billing, patient calls, and technical work for clinical labs). Faculty Salaries must remain in the clinical departments. 
Indirect Clinical Expenses
Indirect Clinical Expenses are expenses that support clinical operations but are not directly attributable to patient care. These expenses must be allocated to the associated clinical departments. Examples include administrative staff supporting clinical faculty, general office supplies for clinical faculty, and travel/entertainment. 

[bookmark: _Toc427373286][bookmark: _Toc425171622][bookmark: _Toc425171625]Policy Sections 
Classification of Clinical Expenses 
[bookmark: _Toc425171623]Each department business office is required to classify clinical expenses as direct or indirect in accordance with this policy. Ledger accounts and associated guidance located within the YSM Direct & Indirect Clinical Expense - Reference document must be used for proper classification.


Direct Clinical Expenses – charge centrally to YMA
	Ledger Account Grouping
	Guidance

	· C&T Compensation
· M&P Compensation
· Other Compensation
· Temporary Employee Compensation
	Charge effort to YMA if the nature of the work fits any of the following categories:
· Patient-facing
· Clinical scheduling
· Clinical billing
· Patient calls
· Technical work for clinical labs and/or imaging

Note: If an employee’s effort is split between these activities and other activities that do not meet the definition of Direct Clinical Expenses, charge the percentage of effort associated with these activities to YMA through Payroll Costing Allocations.

	· Post Doc Compensation
· Stipends/Fellowships
	Charge to YMA if it includes patient care effort that does not generate RVU payments

	· Clinical Admin Space Expense Allocation
	Charge to YMA

	· Consultant/Professional Services
	All Temporary Employees External (SC202) conducting direct clinical work must be charged to YMA

	· Equipment & Maintenance
	Charge to YMA

	· Insurance & Taxes
	Charge to YMA

	· Medical Supplies/Services
	LA 81000: Medical Service Expense by YNHH and LA 81007: Clinical Practice Service Costs: Direct clinical expenses may be charged to YMA but all other must remain in departments.

All other activity in this ledger account grouping must be charged to YMA.






Indirect Clinical Expenses – charge to Clinical Departments
	Ledger Account Grouping
	Guidance

	· C&T Compensation
· M&P Compensation
· Other Compensation
· Student Compensation
· Temporary Employee Compensation
	Clinical effort that indirectly supports the clinical mission. An example includes administrative staff supporting clinical faculty.

PG00035: to be used for administrative assistants and non business office staff
PG01708: to be used for business office staff who are fully dedicated to the clinical mission (i.e., 100% effort)  

	· Consultant/Professional Services
· Materials & Supplies
· Non-Salary Expenses
· Travel & Entertainment
	Non-salary expenses that support clinical operations but are not directly attributed to patient care. Examples include general office supplies and travel/entertainment.

	· Medical Supplies/Services
	LA 81000: Medical Service Expense by YNHH and LA 81007:      Clinical Practice Service Costs: anything not related to direct patient care or excluded from funds flow must remain in the department.



Review and Administration of Direct/Indirect Clinical Expenses
Departments must review clinical expenses monthly to ensure they are correctly categorized and aligned with the ledger account guidance. Departments must address any discrepancies promptly and update the expense costing as needed. YMA will review financials monthly and provide oversight to ensure compliance, consistency, and proper classification across departments.

Escalation
If a department does not adhere to this policy, YMA leadership will escalate to the YSM Deputy Dean of Finance & Administration. 

Special Situations & Exceptions
Exceptions to this policy must be documented using the YSM Policy/ Procedure/ Guideline Exception Request - Form and presented to ysmcontroller@yale.edu.  
Roles & Responsibilities
YSM Department Business Offices
· Classify clinical expenses as direct or indirect in accordance with this policy.
· Review clinical expenses posting to the department funds flow cost centers and YMA assigned department cost centers.
· Promptly address discrepancies and update expense costing as needed.
Yale Medicine Administration
· Provide guidance and oversight to ensure proper classification and administration of clinical expenses.
· Monitor departmental adherence to this policy and verify accuracy and consistency of cost allocations.

Contact Information 
· [bookmark: _Hlk497987165]Director, Funds Flow of Yale Medicine Administration: tara.gambardella@yale.edu
· Sr. Financial Analyst, Yale Medicine Administration: matthew.papa@yale.edu
· Sr. Financial Analyst, Yale Medicine Administration: mariah.priest@yale.edu

Related Information

References
YSM Direct & Indirect Clinical Cost - Reference 
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