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1600.
GENERAL

The Paperwork Reduction Act of 1980 establishes the requirement that the private sector be informed as to why information is collected and what the information is used for by the government. In accordance with §§1815(a) and 1861(v)(1)(A)(ii) of the Act, providers of service participating in the Medicare program are required to submit annual information to achieve settlement of costs for health care services rendered to Medicare beneficiaries.  Also, 42 CFR 413.20 requires cost reports from providers on an annual basis.  In accordance with these provisions, Form HCFA-2540-92 must be completed by all skilled nursing facilities (SNFs) and SNF health care complexes in determining program reimbursement.  Besides determining program reimbursement, the data submitted on the cost report supports management of the Federal programs, e.g., data extraction in developing cost limits.  In completing Form HCFA-2540-92, the information reported must conform to the requirements and principles set forth in the Provider Reimbursement Manual, Part I (HCFA Pub. 15-I).  The instructions contained in this chapter are effective for cost reporting periods ending on or after March 31, 1995.

NOTE:
This form is not used by SNFs that are hospital-based.  Instead, they continue to use Form HCFA-2552.

Supplemental worksheets are provided on an as needed basis depending on the complexity of the SNF.  Not all supplemental worksheets are needed by all SNFs.  The following conditions are examples of situations for which supplemental worksheets are needed:

o
Reimbursement is claimed for a SNF-based home health agency (HHA);

o
Reimbursement is claimed for a SNF-based comprehensive outpatient rehabilitation facility (CORF);

o
Reimbursement is claimed for a SNF-based community mental health center (CMHC);
o
The SNF is proprietary;

o
Recovery of costs under lower of cost or charges (LCC) is claimed; or

o
The SNF has physical therapy services furnished by outside suppliers.

You may submit computer prepared forms in lieu of the forms provided by HCFA.  These computer prepared forms are acceptable if the forms are reviewed and accepted for provider use by HCFA before being placed into use.  (See §108 for the use of computer prepared cost reporting forms.)

If computer prepared cost reporting forms have been reviewed and accepted for provider use, they must be revised and resubmitted for review and acceptance whenever changes in the law, regulations, or program instructions are adopted which have an impact on Medicare cost reporting.

In addition to Medicare reimbursement, these forms also provide for the computation of reimbursable costs applicable to titles V and XIX. Complete the worksheets and portions of worksheets applicable to titles V and XIX only when reimbursement is being claimed from these respective programs and only to the extent these forms are required by the State program.
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These forms include the stepdown method of cost finding which provides for the allocation of the cost of services rendered by each general service cost center to other cost centers which utilize such services.  Once the costs of a general service cost center have been allocated, that cost center is considered closed.  Once closed, it does not receive any of the costs that are subsequently allocated from the remaining general service cost centers.  After all costs of the general service centers have been allocated to the remaining cost centers, the total costs of these remaining cost centers are further distributed to the departmental classification to which they pertain, e.g., SNF inpatient, nursing facility - nonparticipating, SNF-based HHA.

The double apportionment method of cost finding (or a more sophisticated method of cost finding which is designed to allocate costs more accurately) may be used upon written approval by the intermediary by filing a timely request in accordance with the procedures set forth in HCFA Pub. 15-I, chapter 23.

In completing the worksheets, reductions in expenses must always be shows in parentheses (   ).

Cost reports are due on or before the last day of the third month following the close of the period covered by the report.  A 30-day extension of the due date may, for good cause, be granted by the intermediary after first obtaining HCFA approval.

The cost report from a provider which voluntarily or involuntarily ceases to participate in the health insurance program or experiences a change of ownership is due no lather than 45 days following the effective date of the termination of the provider agreement or change of ownership.  There are no provisions for an extension of the cost report due date with respect to termination.

If you do not furnish any covered services to Medicare beneficiaries during a cost reporting period, you are not required to submit a full cost report.  You must, however, submit an abbreviated cost report as prescribed in §110A.
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1602.
ROUNDING STANDARDS FOR FRACTIONAL COMPUTATIONS

Throughout the Medicare cost report, required computations result in the use of fractions. The following rounding standards must be employed for such computation.

1.
Round to 2 decimal places

a.
Percentages

b.
Averages

c.
Full time equivalent employees

d.
Per diems

2.
Round to 3 decimal places

a.
Hourly rates

3.
Round to 6 decimal places

a.
Ratios (e.g., unit cost multipliers, cost/charge ratios)

If a residual exists as a result of computing costs using a fraction, adjust the residual in the largest amount resulting from the computation.  For example, in cost finding, a unit cost multiplier is applied to the statistics in determining costs.  After rounding each computation, the sum of the allocation may be more or less than the total cost being allocated.  Adjust this  residual to the largest amount resulting from the allocation so that the sum of the allocated amounts equals the amount being allocated.
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RECOMMENDED SEQUENCE FOR COMPLETING FORM HCFA 2540-92


Part I - Departmental Cost Adjustments and Cost Allocation
Step 

No.

Worksheet


Page(s)
 1

S-2




3


Read §1608.  Complete entire 




worksheet.

 2

S-3




4


Read §1609.  Complete entire 













worksheet.

 3

A




5, 6


Read §1610.  Complete columns 1 through 3, lines 1 through 63.

 4

A-6




7


Read §1611.  Complete, if 





applicable.

 5

A




5, 6


Read §1610.  Complete columns 4 and 



5, lines 1 through 63.

 6

A-7







Read §1623.  Complete line 1 only.

 7

Supp. A-8-1





Read §1624.  Complete Part A.  If the answer to Part A is "Yes", complete Parts B and C.

 8

Supp. A-8-3


1-3


Read §§1625-1625.7.  Complete, if 



applicable.

 9

Supp. A-8-4


1-2


Read §§1625.9-1625.13.  Complete if applicable.

10

A-8




8


Read §1612.  Complete entire 













worksheet.

11

A




5, 6


Read §1610.  Complete columns 6 and 












7, lines 2 through 63.

12

B (Parts I and II)

9-26


Read §§1613 and 1614.  Complete all 

 

B-1 and Supp.





worksheets entirely.

B-2


Part II - Departmental Cost Distribution and Cost Apportionment
 1

C




27


Read §1615.  Complete entire 




worksheet.

 2

C-1




28


Read §1616.  Complete entire 




worksheet.
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Step 

No.

Worksheet


Page(s)
 3

D




29


Read §1617.  Complete entire worksheet.  A separate copy of this worksheet must be completed for each applicable health care program for each SNF and nursing facility (NF).

 4

D-1




30


Read §1618.  A separate worksheet must be completed for each applicable health care program for each SNF and NF.

 5

Supp. H-4 (Parts

6, 7


Read §§1643-1643.2.  Complete, if

I and II)






applicable.

 6

Supp. M



1


Read §§1655-1658.   Complete, if  applicable.


Part III - Calculation and Apportionment of Allowable Return on Equity Capital
No return on equity capital is allowed for title XVIII  for services provided on and after October 1, 1993.  Only proprietary providers are entitled to claim a return on equity capital for services rendered prior to October 1, 1993.  However, both proprietary and nonproprietary providers follow the steps in this part, except nonproprietary providers disregard all steps which are preceded by an asterisk (*). Furthermore, follow the sequence relative to the identified health care program and provider component.


Title XVIII - SNFs
Step

No.

Worksheet


Page(s)
 1

E, Part I



31


Read §§1620-1620.1.  Complete lines 1 through 9, 24, 29, and 31.

 2

E, Part II



32


Read §§1620-1620.2.  Complete lines 1 through 5, 18, and 21.

 3

E-1




34


Read §1621.  Complete lines 1 through 4 for all columns.

 4

E, Part I



31


Complete line 42.

 5

E, Part II



32


Complete line 32.

 6

E, Part III



33


Complete line 38.

 7

Supp. F-2, Part I

3


Read §§1635-1635.1.  Complete supplemental worksheet when applicable.


Title V - For NF 
 8

E, Part I



31


Read §§1620-1620.1.  Complete lines 1 through 9, 24, 29, 31, and 42.
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Step 

No.

Worksheet


Page(s)
9

Supp. F-2,


3


Read §1635.2.  Complete Part II 

Part II






supplemental worksheet when 




applicable.


Title XIX - For NF
10

E, Part I



31


Read §§1620-1620.1.  Complete lines 1 through 9, 24, 29, 31, and 42.

11

Supp. F-2,


3


Read §1635.3.  Complete Part III

 

Part III






supplemental worksheet when applicable.


Title XVIII Only - For HHA
12

Supp. H-5


8


Read §§1644-1644.2.  Complete supplemental worksheet when applicable.

13

Supp. H-6, Part I

9


Read §§1645-1645.1.  Complete columns 1 through 4, lines 1 and 2.

14

Supp. H-6,


10


Read §1645.2.   Complete line 14,

Part II






column 2; line 18, columns 1 and 2; and line 20, 

 









columns 1 and 2.

15

Supp. H-7


11


Read §1646.  Complete lines 1 through 4 for all columns.

16

Supp. H-6,


10


Complete line 27, columns 1 and 2.

Part II

17

Supp. F-2, Part IV 

4


Read §1635.4. Complete supplemental 



worksheet when applicable.


Titles V, XVIII and XIX - For CORF
18

Supp. S-6



1


Read §1650.  Complete supplemental 


worksheet when applicable.

19

Supp. J-1,


2-7


Read §§1651-1651.1.  Complete lines

Part I






1 through 16, columns 0 through 15, and fully complete Supplemental Worksheet J-1, Part III. Read §1651.3.

20

Supp. J-1,


4


Read  §1651.2.   Complete entire

Part II






worksheet.

21

Supp. J-1,


4


Complete columns 16 and 17.

Part I
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Step

No.

Worksheet


Page(s)
22

Supp. J-2, Parts

8


Read  §§1652-1652.3.   Complete 

I-III 







entire worksheet.

23

Supp. J-4



10


Read §1654.  Complete lines 1 




through 4 for title XVIII only.

24

Supp. J-3



9


Read §1653.  Complete lines 1 through 5, 8, 11,

13 and 18.

25

Supp. F-2, Part V

4


Read §1635.5.  Complete supplemental

worksheet when applicable.


Titles V, XVIII and XIX - For All Components of Complex
26

Supp. F-2,


4


Read §1635.6.  Complete supplemental

worksheet, Part VI, when applicable.

27

Supp. F-1



1, 2


Read §1634.  Complete supplemental worksheet when applicable.

28

Supp. F-3



5


Read §1636.  Complete supplemental

worksheet when applicable.

29

Supp. F-4,


6


Read §1637.  Complete supplemental

Parts I & II





worksheet when applicable. Do not 








complete columns 3 and 4, lines 7








through 11.

Providers reimbursed on the basis of the lesser of reasonable costs or customary charges must complete steps 1, 2,  and 4 through 25.  Providers  reimbursed under PPS must complete steps 3 through 25, except step 5.


Part IV - Calculation of Reimbursement Settlement
Step 

No.

Worksheet


Page(s)
 1

E, Part I



31


Read §§1620-1620.1.  Complete through line 23 of this worksheet for each applicable health care program for each applicable provider component.

 2

E, Part II



32


Read §§1620-1620.2.  Complete through line 17 of this worksheet for title XVIII for each applicable provider.

 3

E, Part III



33


Read §§1620-1623.  Complete through line 9 for Part A, and lines 21 through 27 for Part B services.
Rev. 1
16-11

1604 (Cont.)
FORM HCFA 2540-92
12-92

Step

No.

Worksheet


Page(s)
 4

Supp. E-4,





Read  §§1632-1632.3.   Complete a separate

Parts I-IV






copy of this supplemental worksheet for each

Applicable health care program for each applicable provider component.

 5

E, Part I



31


Complete remainder of this worksheet for each applicable health care component for each applicable provider component.

 6

E, Part II



32


Complete remainder of this worksheet for each applicable health care component for each applicable provider component.

 7

E, Part III



33


Complete the remainder of this worksheet. 

 8

Supp. S-4



1


Read §1638.  Complete this supplemental worksheet when applicable.

 9

Supp. H-1


3


Read §1640.  Complete this supplemental worksheet when applicable.

10

Supp. H-2


4


Read §1641.  Complete this supplemental worksheet when applicable.

11

Supp. H-3


5


Read §1642.  Complete this supplemental worksheet when applicable.

12

Supp. H



2


Read §1639.  Complete this supplemental worksheet when applicable.

13

Supp. H-6,


9


Read §§1645-1645.1.  Complete this

Part I






supplemental worksheet when applicable.

14

Supp. H-8,


12, 13

Read §§1647-1647.2.  Complete this

Parts I & II





supplemental worksheet when applicable.

15

Supp. H-6,


10


Read §§1645-1645.2.  Complete this

Part II






supplemental worksheet when applicable.
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Step 

No.

Worksheet


Page(s)
16

Supp. J-3



9


Read §1653.  Complete the remainder of this supplemental worksheet when appli​cable.  A separate copy of this supplemental worksheet must be completed for each applicable health care program.

17

G




35, 36

Read §1622.  This step is completed by all providers maintaining fund type accounting records.  Non-proprietary providers which do not maintain fund type records complete the "General Fund" column only.

18

G-1




37


Read §§1622.1.  Complete entire worksheet.

19

G-2, Parts I & II

38


Read §§1622.2.  Complete entire worksheet.

20

S-1, Part I


2


Read §1607.  Complete entire worksheet.

21

S-1, Part II


3


Read §1607.  Complete a separate copy of this part for each applicable health care program.

22

S, Parts I & II


1


Read §§1606-1606.2.  Complete Part II entirely. Then complete Part I.
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1605.
SEQUENCE OF ASSEMBLY

The following examples of assembly of worksheets are provided so all providers are consistent in the order of submission of their annual cost report.  All providers using Form HCFA 2540-92 adhere to this sequence.  If worksheets are not completed because they are not applicable, as has been indicated on Worksheet S-1, do not include blank worksheets in the assembly of the cost report.

1605.1
Sequence of Assembly for Non-Proprietary SNF Participating in Title XVIII.--

Form HCFA

Worksheet

Part
2540-92


S



I & II

2540-92


S-1



I

2540-92


S-1



II

2540-92


S-2

2540-92


S-3

2540-92


A

2540-92


A-6

2540-92


A-8

2540-92


B



I

2540-92


B



II

2540-92


B-1

2540-92


Supp. B-2

2540-92


C

2540-92


C-1

2540-92


D

2540-92


E



I

2540-92


E



II

2540-92


E



III

2540-92


E-1

2540-92


G

2540-92


G-1

2540-92


G-2

2540-92


G-3

1605.2
Sequence of Assembly for Proprietary Health Care Complex Participating in Titles V, XVIII and XIX.--Assemble cost report worksheets in alpha-numeric sequence starting with the "S" series, followed by A, B, C, etc.

Health Care 

Form HCFA

Worksheet

Part

Program (Title)

Component
2540-92


S



I & II

2540-92


S-1



I

2540-92


S-1



II

V

2540-92


S-1



II

XVIII

2540-92


S-1



II

XIX

2540-92


S-2

2540-92


S-3
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Health Care 

Form HCFA

Worksheet

Part

Program (Title)

Component
2540-92-H

Supp. S-4




XVIII



SNF-Based HHA

2540-92-J

Supp. S-6




XVIII



SNF-Based CORF

2540-92


A

2540-92


A-6

2540-92-A-7

A-7

2540-92


A-8

2540-92-A-8-1
Supp. A-8-1

2540-92-A-8-2
Supp. A-8-2

2540-92-A-8-3
Supp. A-8-3

I-VII

2540-92-A-8-4
Supp. A-8-4

I-V

2540-92


B



I

2540-92


B



II

2540-92


B-1

2540-92


Supp. B-2

2540-92


C

2540-92


C-1

2540-92


D





V




NF

2540-92


D





XVIII



SNF

2540-92


D





XIX




NF

2540-92


D-1





V




NF

2540-92


D-1





XVIII



SNF

2540-92


D-1





XIX




NF

2540-92


E



I

V




NF

2540-92


E



I

XVIII



SNF

2540-92


E



I

XIX




NF

2540-92


E



I

XVIII



SNF

2540-92


E



III

XVIII



SNF

2540-92


E-1





XVIII



SNF

2540-92-E-4

Supp. E-4

I-III

V




NF

2540-92-E-4

Supp. E-4

I-III

XVIII



SNF

2540-92-E-4

Supp. E-4

I-III

XIX 



NF

2540-92-F

Supp. F-1

2540-92-F

Supp. F-2


I-III
V, 
XVIII, XIX

2540-92-F

Supp. F-2


IV-VI
V, XVIII, XIX


HHA, CORF,

Summary

2540-92-F

Supp. F-3

2540-92-F

Supp. F-4

I & II

2540-92


G

2540-92


G-1

2540-92


G-2

2540-92


G-3

2540-92-H

Supp. H-8








HHA

2540-92-J

Supp. J-1 - J-2


I-III





CORF

2540-92-J

Supp. J-3



V





CORF

2540-92-J

Supp. J-3



XVIII




CORF

2540-92-J

Supp. J-3



XIX





CORF

2540-92-J

Supp. J-4



XVIII




CORF

2540-92-M

Supp. M-1








CMHC

2540-92-M

Supp. M-2








CMHC

2540-92-M

Supp. M-3








CMHC

2540-92-M

Supp. M-4








CMHC
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1606.
WORKSHEET S - SKILLED NURSING FACILITY AND SKILLED NURSING FACILITY HEALTH CARE COMPLEX COST REPORT CERTIFICATIONS AND SETTLEMENT SUMMARY

1606.1
Part I - Certification by Officer or Administrator of Provider(s).--This certification is read, prepared, and signed after the cost report has been completed in its entirety.

1606.2
Part II - Settlement Summary.--Enter the balance due to or due from the applicable program for each applicable component of the program.  Transfer settlement amounts as follows:

From








 

Skilled Nursing




Title XVIII

Title XVIII

Facility Component
Title V

Part A     

Part B    

Title XIX
Skilled Nursing

N/A


Wkst. E,


Wkst. E,

N/A

Facility






Part I,


Part II,



Line 40


Line 33




or



or

Wkst. E,


Wkst E,

Part III,


Part III,

Line 21


Line 40

Nursing Facility

Wkst. E,

N/A



N/A


Wkst. E,

Part I,








Part I,

Line 40,








Line 40,

or









or

Wkst. E,








Wkst. E,

Part III,








Part III,

Line 21








Line 21

SNF-Based Home

N/A


Supp. Wkst.

Supp. Wkst.
Supp. Wkst.
Health Agency





H-6,



H-6,


H-6,
Part II,


Part II,

Part II,
Col. 1,


Col. 2,

Col. 1,
Line 26


Line 26

Line 26
SNF-Based CORF

Supp.

N/A



Supp. Wkst.
Supp. Wkst.

Wkst. J-3,




J-3, Line 21
J-3, Line 21

Line 21

SNF-Based CHMC
Supp.


N/A



Supp. Wkst.
Supp. Wkst.

Wkst. M-3,




M-3, Line 32
M-3, Line 32

Line 32
Rev. 4 
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1607.
WORKSHEET S-1 - WORKSHEET CHECKLIST

This worksheet checklist identifies each worksheet that is completed as a part of this cost report.  Worksheets which are not completed because they are not applicable to the provider are not required to be submitted.

The cost report consists of core worksheets (Form HCFA-2540-92) and supplemental worksheets (A-8-1 through M-4).  With few exceptions, the core worksheets are generally applicable to most SNFs filing a Medicare cost report.  In some instances, a part of a core worksheet may not be applicable in an individual reporting situation.  Supplemental worksheets are applicable to unique circumstances in individual reporting situations.  Some worksheets (both core and supplemental) are used only one time regardless of the cost reporting situation.  Other worksheets may be used more than one time in a single cost report depending upon the individual circumstances of the SNF.

Worksheet S-1, Part I - Worksheets Used Only One Time in Cost Report.--Indicate in the appropriate space whether the worksheet is submitted on a HCFA form, is computer prepared, or is not applicable.

Worksheet  S-1, Part II - Worksheets That May Be Used More Than One Time in Cost Report.--A separate Worksheets S-1, Part II, must be filed for each health care program (title V, XVIII and XIX) for which the cost report is applicable.  Indicate, in the appropriate spaces, each component of the health care complex for which a worksheet is included in the cost report and whether the worksheet is submitted on a HCFA form, is computer prepared, or not applicable.
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1608.
WORKSHEET S-2 - SKILLED NURSING FACILITY AND SKILLED NURSING FACILITY HEALTH CARE COMPLEX IDENTIFICATION DATA

The information required on this worksheet is needed to properly identify the provider.  Enter the provider identification number and the date certified.
Lines 1 through 1.02.--Enter the name, address, and county of the skilled nursing facility.

The following definitions apply when completing these cost reporting forms. Enter the component name, provider number, date certified, and payment system on the applicable line description.

Line 2.--This is an institution which meets the requirements of §1819(b)(c)(d) of title XVIII - Health Insurance for the Aged and Disabled of the Social Security Act.

Line 3.--This is a portion of an SNF which has been issued a separate identification number and which meets the requirements of §1919 of title XIX.

Line 5.--This is a distinct part and separately certified component of an SNF which meets the requirements of §1861(o) of title XVIII - Health Insurance for the Aged and Disabled of the Social Security Act.

Line 6.--This is a distinct part and separately certified component of a skilled nursing facility which meets the requirements of §1861(cc) of title XVIII - Health Insurance for the Aged and Disabled of the Social Security Act.

Line 7.--This is a distinct part and separately certified component of a skilled nursing facility which meets the requirements of §1861(ff) of title XVIII - Health Insurance for the Aged and Disabled of the Social Security Act.
Line 8.--Enter the inclusive dates covered by this cost report.  In accordance with 42 CFR 413.20(b), you are required to submit periodic reports of operations which generally cover a consecutive 12-month period of operations.  (See HCFA PUB 15-II, chapter 1 for situations when a short period cost report may be filed.)

Line 9.--Enter a number from the list below which indicates the type of ownership or auspices under which the SNF is conducted. 

1 =  Voluntary Nonprofit, Church

 8 = Governmental, City-County

2 =
Voluntary Nonprofit, Other *
 
 9 = Governmental, County

3 =
Proprietary, Individual


10 = Governmental, State

4 =
Proprietary, Corporation


11 = Governmental, Hospital District

5 = 
Proprietary, Partnership


12 = Governmental, City

6 =
Proprietary, Other *



13 = Governmental, Other *

7 =  Governmental, Federal

*  Where an "other" item is selected, please specify on line 9.

Lines 10 through 17.--These lines provide for furnishing certain information concerning the provider. All applicable items must be completed.

Line 16.--Enter ONLY A, B, or E for the all-inclusive method, or leave it BLANK.  Do not enter an "N".
Rev. 4 
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Lines 18 through 25.--These lines provide for furnishing certain information concerning depreciation.  All applicable items must be completed.  (See HCFA Pub. 15-I, chapter 1, regarding depreciation.)

Lines 18, 19, and 20.--Indicate, on the appropriate lines, the amount of depreciation claimed under each method of depreciation used by the SNF during the cost reporting period.

Line 21.--The total depreciation shown on this line may not equal the amount shown on lines 1 and/or 2 on the Trial Balance of Expenses Worksheet, but represents the amount of depreciation included in costs on Worksheet A, column 7.

Lines 23 through 27.--Indicate a "Yes" or "No" answer to each question on these lines.

Lines 28 through 33.--Indicate a "Yes" or "No" answer, where applicable, to each component and type of service that qualifies for the exception.

If you are a provider (public or non public) that qualifies for an exemption from the application of the lower of cost or charges (as explained in 42 CFR 413.13(f)), indicate the component and the appropriate services that qualify for this exemption.  Subscript lines 28 through 33 as required for additional component(s).

Line 34.--Indicate whether the provider participated in the NHCMQ demonstration during the cost reporting period.  All NHCMQ demonstration participants must file Form HCFA 2540-92, including facilities reporting less than 1,500 program days which would otherwise be allowed to utilize the Form HCFA 2540S-87. Only facilities in Kansas, Maine, Mississippi, New York, South Dakota, and Texas are eligible to participate in the NHCMQ demonstration.
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1609.
WORKSHEET S-3 - SKILLED NURSING FACILITY AND SKILLED NURSING FACILITY HEALTH CARE COMPLEX STATISTICAL DATA

In accordance with 42 CFR 413.60(a), 42 CFR 413.24(a), and 42 CFR 413.40(c), you are required to maintain statistical records for proper determination of costs payable under the Medicare program. The statistics reported on this worksheet pertain to SNF, nursing facility, other long term care services, HHA, CORF, and CMHC.  The data to be maintained, depending on the services provided by the component, include the number of beds available, the number of admissions, the number of discharges, the average length of stay, the number of inpatient days, the bed days available, and FTEs.

Column Descriptions
Column 1.--Enter on the appropriate line the statistics related to the inpatients of the facility (SNF on line 1, nursing facility on line 2,  or SNF-based other long term care facility on line 3).

Column 2.--Enter the total bed days available.  Bed days are computed by multiplying the number of beds available throughout the period by the number of days in the reporting period.  If there is an increase or decrease in the number of beds available during the period, multiply the number of beds available for each part of the cost reporting period by the number of days for which that number of beds was available.

Columns 3 through 6.--Enter the number of inpatient days for each component by program.
Column 7.--Enter the total number of inpatient days to include all classes of patients for each component.

Columns 8 through 11.--Enter the number of discharges, including deaths (excluding newborn and DOAs), for each component by program.  A patient discharge, including death, is a formal release of a patient.

Column 12.--Enter the number of discharges (including deaths) for all classes of patients for each component.

Columns 13 through 16.--The average length of stay is calculated as follows:

a.
Column 13, line 2 - Title V


Column 3 divided by column 8

b.
Column 14, line 1 - Title XVIII

Column 4 divided by column 9

c.
Column 15, line 2 - Title XIX


Column 5 divided by column 10

d.
Column 16, line 2 - Total - NF

Sum of lines 2 and 3, column 7, divided by the sum of lines 2 and 3, column 12

e.
Column 16, line 1 - Total - SNF

Column 7, line 1, divided by column 12, line 1

Columns 17 through 21.--Enter the number of admissions (from your records) for each component by program.

Columns 22 and 23.--The average number of employees (full-time equivalent) for the period may be determined either on a quarterly or semiannual basis.  When quarterly data are used, add the total number of hours worked by all employees on the first payroll at the beginning of each quarter and divide the sum by four times the number of hours in the standard work period.  When semiannual 
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data are used, add the total number of hours worked by all employees on the first payroll of the first and seventh months of the period, and divide this sum by two times the number of hours in the standard work period.  Enter the average number of paid employees in column 22 and the average number of nonpaid workers in column 23 for each component, as applicable.
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1610.
WORKSHEET A - RECLASSIFICATION AND ADJUSTMENT OF TRIAL BALANCE OF EXPENSES

In accordance with 42 CFR 413.20, the methods of determining costs payable under title XVIII involve making use of data available from the institution’s basic accounts, as usually maintained, to arrive at equitable and proper payment for services.  Worksheet A provides for recording the trial balance of expense accounts from your accounting books and records.  It also provides for the necessary reclassifications and adjustments to certain accounts.  The cost centers on this worksheet are listed in a manner which facilitates the transfer of the various cost center data to the cost finding worksheets (i.e., on Worksheets A, B, C, and D, the line numbers are consistent).  All of the cost centers listed do not apply to all providers using these forms.

Do not include on this worksheet items not claimed in the cost report because they conflict with the regulations, manuals, or instructions but which you wish nevertheless to claim and contest.  Enter amounts on the appropriate settlement worksheet (Worksheet E, Part I, line 39; Worksheet E, Part II, line 32; Worksheet E, Part III, line 39; Supplemental Worksheet H-6, Part II, line 25; Supplemental Worksheet J-3, line 20;  or Supplemental Worksheet M-3, line 31).
If the cost elements of a cost center are separately maintained on your books, you must maintain a reconciliation of the costs per the accounting books and records to those on this worksheet.  The reconciliation is subject to review by the intermediary.

Standard (i.e., preprinted) HCFA line numbers and cost center descriptions cannot be changed.  If you need to use additional or different cost center descriptions, you may do so by adding additional lines to the cost report.  When an added cost center description bears a logical relationship to a standard line description, the added label must be inserted immediately after the related standard line description.  Identify the added line as a numeric (only) subscript of the immediately preceding line. That is, if two lines are added between lines 5 and 6, identify them as lines  5.01 and 5.02.  If additional lines are added for general service cost centers, add corresponding columns for cost finding on, Worksheets B and B-1 and Supplemental Worksheets J-1 and M-1.
Submit the working trial balance of the facility with the cost report.  A working trial balance is a listing of the balances of the accounts in the general ledger to which adjustments are appended in supplementary columns and used as a basic summary for financial statements.

Columns 1, 2, and 3.--The expenses listed in these columns must be in accordance with your accounting books and records.

List on the appropriate lines in columns 1, 2, and 3 the total expenses incurred during the cost reporting period.  Detail the expense between salaries (column 1) and other than salaries (column 2).  The sum of columns 1 and 2 must equal column 3.  Record any needed reclassification and/or adjustments in columns 4 and 6, as appropriate.

Column 4.--Enter any reclassification among the cost center expenses in column 3 which are needed to effect proper cost allocation.

Worksheet A-6 reflects the reclassification affecting the cost center expenses.  This worksheet need not be completed by all providers but must be completed only to the extent that the reclassification are needed and appropriate in the 
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particular provider’s circumstances.  Show reductions to expenses in parentheses ( ).

The net total of the entries in column 4 must equal zero on line 63.

Column 5.--Adjust the amounts entered in column 3 by the amounts in column 4 (increase or decrease) and extend the net balances to column 5.  The total of column 5 must equal the total of column 3 on line 63.

Column 6.--Enter on the appropriate lines in column 6 of Worksheet A the amounts of any adjustments to expenses indicated on Worksheet A-8, column 2.  The total on Worksheet A, column 6, line 63 must equal Worksheet A-8, column 2, line 32.

Column 7.--Adjust the amounts in column 5 by the amounts in column 6 (increases or decreases) and extend the net balances to column 7.

Transfer the amounts in column 7 to the appropriate lines on Schedule B, Part I, column 0.

Line Descriptions
The trial balance of expenses is broken down into general service, inpatient routine service, ancillary service, outpatient service, other reimbursable, special purpose, and nonreimbursable cost center categories to facilitate the transfer of costs to the various worksheets.  For example, the categories "Ancillary Cost Centers" and "Outpatient Cost Centers" appear on Worksheet D using the same line numbers as on Worksheet A.

NOTE:
The category titles do not have line numbers.  Only cost centers, data items, and totals have line numbers.

Lines 1 and 2.-These cost centers include depreciation, leases, and rentals for the use of facilities and/or equipment, interest incurred in acquiring land or depreciable assets used for patient care, insurance on depreciable assets used for patient care, and taxes on land or depreciable assets used for patient care.  Do not include in these cost centers costs incurred for the repair or maintenance of equipment or facilities, amounts included in rentals or lease payments for repair and/or maintenance agreements, interest expense incurred to borrow working capital or for any purpose other than the acquisition of land or depreciable assets used for patient care, general liability insurance or any other form of insurance to provide protection other than the replacement of depreciable assets, or taxes other than those assessed on the basis of some valuation of land or depreciable assets used for patient care.

Many providers incur costs applicable to services, facilities, and supplies furnished to the provider by organizations related to the provider by common ownership or control.  Section 42 CFR 413.17 and HCFA Pub. 15-I, chapter 10, require that the reimbursable cost of the provider include the costs for these items at the cost to the supplying organization (unless the exception provided in 42 CFR 413.17(d) and HCFA Pub. 15-I, §1010 is applicable).  However, if the price in the open market for comparable services, facilities, or supplies is lower than the cost to the supplier, the allowable cost to you may not exceed the market price.

The rationale behind this policy is that when you are dealing with a related organization, you are essentially dealing with yourself.  Therefore, your costs are considered equal to the cost to the related organization.
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If you include on the cost report costs incurred by a related organization, the nature of the costs (i.e., capital-related or operating costs) do not change.  Treat capital-related costs incurred by a related organization as your capital-related costs.

However, if the price in the open market for comparable services, facilities, or supplies is lower than the cost to the supplying related organization, your allowable cost may not exceed the market price. Unless the services, facilities, or supplies are otherwise considered capital-related cost, no part of the market price is considered capital-related cost.  Also, if the exception in 42 CFR 413.17(d) and HCFA Pub.15-I, §1010 applies, no part of the cost to you of the services, facilities, or supplies is considered capital-related cost unless the services, facilities, or supplies are otherwise considered capital-related.

If the supplying organization is not related to you within the meaning of 42 CFR 413.17, no part of the charge to you may be considered a capital-related cost (unless the services, facilities, or supplies are capital-related in nature) unless:

o
The capital-related equipment is leased or rented by you;

o
The capital-related equipment is located on your premises or is located offsite and is on real estate owned, leased, or rented by you; and

o
The capital-related portion of the charge is separately specified in the charge to you.

Under certain circumstances, costs associated with minor equipment may be considered capital-related costs.  HCFA Pub. 15-I, §106 discusses methods for writing off the cost of minor equipment. Three methods are presented in that section.  Amounts treated as expenses under method (a) are not capital-related costs because they are treated as operating expenses.  Amounts included in expense under method (b) are capital-related costs because such amounts represent the amortization of the cost of tangible assets over a projected useful life.  Amounts determined under method (c) are capital-related costs because method (c) is a method of depreciation.

Line 9.--This cost center normally includes only the cost of nursing administration.  The salary cost of direct nursing services (including the salary cost of nurses who render direct service in more than one patient care area) are directly assigned to the various patient care cost centers in which the services were rendered.  Direct nursing services include gross salaries and wages of head nurses, registered nurses, licensed practical and vocational nurses, aides, orderlies, and ward clerks.

However, if your accounting system fails to specifically identify all direct nursing services to the applicable patient care cost centers, then the salary cost of all direct nursing service is included in this cost center.

Line 12.--This cost center includes the direct cost of the medical records cost center including the medical records library.  The general library and the medical library must not be included in this cost center.  Report them in the administrative and general cost center.

Line 14.--Use this line to record the cost of intern and residents if the SNF maintains an intern and residents program.
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Lines 16 through 19.--These lines are for the inpatient routine service cost centers.

Line 18.--This cost center accumulates the direct costs incurred in maintaining long term care services not specifically required to be included in other cost centers.  A long term care unit refers to a unit where the average length of stay for all patients is 25 days or more.  The beds in this unit are not certified for titles V, XVIII, or XIX.

Lines 21 through 32.--These lines are for the ancillary cost centers.

Lines 34 and 35.--These lines are for outpatient cost centers.

Lines 36 through 49.--These lines are for other reimbursable cost centers.

Lines 36 through 46.--These lines are provided to accumulate costs which are specific to HHA services.

Line 36.--This cost center accumulates the direct costs attributable to HHA administrative and general costs.

Provider-based HHAs are operated and managed in a variety of ways within the context of the health care complexes of which they are components.  In some instances, there are discrete management and administrative functions pertaining to the HHA, the cost of which is readily identifiable from the books and records.

In other instances, the administration and management of the provider-based HHA is integrated with the administration and management of the health care complex to such an extent that the cost of administration and management of the home health agency can be neither identified nor derived from the books and records of the health care complex.  In other instances, the cost of administration and management of the HHA is integrated with the administration and management of the health care complex, but the cost of the HHA administration and management can be derived through cost finding.  However, in most cases, even where the cost of HHA administration and management can be either identified or derived, the extent to which the costs are applicable to the services furnished by the provider-based HHA is not readily identifiable.

Even when the costs of administration and management of a provider-based HHA can be identified or derived, such costs do not generally include all of the general service costs (i.e., overhead costs) applicable to the HHA.  Therefore, allocation of general service costs through cost finding is necessary for the determination of the full costs of the provider-based HHA.

If the provider-based HHA can identify discrete management and administrative costs from its books and records, include these costs on line 36.

Similar situations occur for services furnished by the provider-based HHA.  For example, in some instances, physical therapy services are furnished by a discrete HHA physical therapy department. In other instances, physical therapy services are furnished to the patients of the provider-based HHA by an integrated physical therapy department of a SNF health care complex in such a manner that the direct costs of furnishing the physical therapy services to the patients of the provider-based HHA cannot be readily identified or derived.
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In still other instances, physical therapy services are furnished to patients of the provider-based HHA in an integrated physical therapy department of an SNF health care complex in such a manner that the costs of physical therapy services furnished to patients of the provider-based HHA can be readily identified or derived.

If you maintain a separate therapy department for the HHA apart from the SNF therapy department furnishing services to other patients of the health care complex or are able to reclassify costs from an integrated therapy department to an HHA-therapy cost center, then make a reclassification entry on Worksheet A-6 to the appropriate HHA therapy cost center.  Make a similar reclassification to the appropriate line for other ancillaries when the HHA costs are readily identifiable.

NOTE:
This cost report provides separate HHA cost centers for all therapy services.  If services are provided to HHA patients from a shared SNF ancillary cost center, make the cost allocation on Worksheet B.

Line 37.--This cost center includes the direct patient care costs incurred for skilled nursing care to patients who are normally at their place of residence.

Lines 38 through 40.--These lines provide for Physical Therapy - HHA, Occupational Therapy - HHA, and Speech Pathology - HHA cost centers.  These are new cost centers which provide for these therapy services when only HHA patients are serviced from them.

Line 41.--This cost center includes the direct patient care cost incurred for counseling and assessment activities which contribute meaningfully to the treatment of a patient§s condition within the context of home health care.

Line 42.--This cost center includes the direct patient care costs incurred for services performed by specially trained personnel who assist individuals in carrying out physicians§ instructions under an established plan of care.

Line 43.--Enter the cost of durable medical equipment (DME) rented to home health patients.  (See HCFA Pub. 11, §206.)

Line 44.--Enter the cost of DME sold to home health patients.

Line 45.--Enter the cost of a home delivered meals program.  This service is not reimbursable under title XVIII.  However, it may be reimbursable by a State program, and, as such, identify the cost for that purpose.

Line 46.--This cost center includes the direct costs of noncovered home health services for Medicare cost reporting purposes.  Noncovered services include homemaker services, home dialysis aide services, private duty nursing, health promotion activities, and day care programs.

Line 47.--This cost center accumulates the direct costs attributable to a comprehensive outpatient rehabilitation facility (CORF).  Direct costs normally include such cost categories as are listed on Supplemental Worksheet J-1, lines 1 through 15.

Line 49.--This cost center accumulates the direct costs attributable to a community mental health center (CMHC).  Direct costs normally include such cost categories as are listed on Supplemental Worksheet M-1, lines 1 through 15.
Lines 50 through 54.--These lines are for special purpose cost centers.
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Line 50.--This cost center includes the costs of malpractice insurance premiums and self insurance fund contributions.  Also, include the cost if you pay uninsured malpractice losses incurred either through deductible or coinsurance provisions, or as a result of an award in excess of reasonable coverage limits, or as a governmental provider.

For cost reporting periods beginning on or after May 1, 1986, reclassify malpractice insurance expense to administrative and general expense and allocate to the revenue producing cost centers on Worksheet B, Part I, based upon the recommended basis of allocation provided in Worksheet B-1.

Line 52.--Only include utilization review costs of the SNF. Either reclassify or adjust all costs depending on the scope of the review.  If the scope of the review covers all patients, reclassify all allowable costs in column 4 to administrative and general expenses (line 4).  If the scope of the review covers only Medicare patients or Medicare, title V and title XIX patients, then (1) in column 4, reclassify to administrative and general expenses all allowable costs other than physician compensation and (2) deduct, in column 6, the compensation paid to the physicians for their personal services on the utilization review committee.

Line 53.--This cost center accumulates the direct costs attributable to a hospice.

Lines 57 through 62.--Use these lines to record the costs applicable to nonreimbursable cost centers to which general service costs apply.  If additional lines are needed for nonreimbursable cost centers than those shown, add a subscript consisting of a numeric subscript code to one or more of these lines.  The subscripted lines must be appropriately labeled to indicate the purpose for which they are being used.  However, if the expense (direct and all applicable overhead) attributable to any nonallowable cost area is so insignificant as not to warrant establishment of a nonreimbursable cost center and the sum total of all such expenses is so insignificant as not to warrant the establishment of a composite nonreimbursable cost center, adjust these expenses on Worksheet A-8.  (See HCFA Pub. 15-I, §2328.)

Line 59.--Establish a nonreimbursable cost center to accumulate the cost incurred by the provider for services related to the physicians’ private practice.  Examples of such costs include depreciation costs for the space occupied, movable equipment used by the physicians’ offices, administrative services, medical records, housekeeping, maintenance and repairs, operation of plant, drugs, medical supplies, and nursing services.

This nonreimbursable cost center does not include costs applicable to services which benefit the general population or for direct patient services rendered by SNF-based physicians.
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WORKSHEET A-6 - RECLASSIFICATIONS

This worksheet provides for the reclassification of certain costs to effect proper cost allocation under cost finding.  Submit, with the cost report, copies of any workpapers used to compute reclassifications affected on this worksheet.

COMPLETE WORKSHEET A-6 ONLY TO THE EXTENT THAT EXPENSES HAVE BEEN INCLUDED IN COST CENTERS THAT DIFFER FROM THE RESULT THAT IS OBTAINED USING THE INSTRUCTIONS FOR THIS SECTION.

Examples of reclassifications that may be needed are:

1.
Capital-related costs that are not included in one of the capital-related cost cost centers on Worksheet A, column 3.  Examples include insurance on buildings and fixtures and movable equipment, rent on buildings and fixtures and movable equipment, interest on funds borrowed to purchase buildings and fixtures and movable equipment, personal property taxes, and real property taxes.  Interest on funds borrowed for operating expenses is not allowable.  It must be allocated with administrative and general expenses.

2.
Employee benefits expenses (e.g., personnel department, employee health service, hospitalization insurance, workers compensation, employee group insurance, social security taxes, unemployment taxes, annuity premiums, past service benefits and pensions) included in the administrative and general cost center.

3.
Insurance expense included in the administrative and general cost center and applicable to buildings and fixtures and/or movable equipment.

4.
Interest expense included on Schedule A, column 3, line 51 and applicable to funds borrowed for administrative and general purposes (e.g., operating expenses) or for the purchase of buildings and fixtures or movable equipment.

5.
Rent expenses included in the administrative and general cost center and applicable to the rental of buildings and fixtures and to movable equipment from other than related organizations.  (See the instructions for Worksheet A-8-1 for treatment of rental expenses for related organizations.

6.
Any taxes (real property taxes and/or personal property taxes) included in the Administrative and General cost center and applicable to buildings and fixtures and/or movable equipment.

7.
Utilization review costs.  Administrative costs related to utilization review and the costs of professional personnel other than physicians are allowable costs and are apportioned among all users of the SNF, whether utilization review covers the entire patient population.  Reclassify these costs from Worksheet A, column 3, line 52 to administration and general costs.

This reclassification includes the costs of physician services in utilization review only if a valid allocation between Medicare and the other programs is not supported by documentation.  Otherwise, the costs of physician services in utilization review are in accordance with the instructions for Worksheet A-8 relating to utilization review.
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Make the appropriate adjustment for physician compensation on Worksheet A-8.  For further explanations concerning utilization review in SNFs, see HCFA Pub. 15-I, §2126.2.

8.
Any dietary cost included in the dietary cost center and applicable to any other cost centers, e.g., gift, flower, coffee shop and canteen.

9.
Any direct expense included in the central service and supply cost center and directly applicable to other cost centers, e.g., intravenous therapy, oxygen (inhalation) therapy.

10. Any direct expenses included in the laboratory cost center and directly applicable to other cost centers, e.g., electrocardiology.

11.
Any direct expenses included in the radiology cost center and directly applicable to other cost centers, e.g., electrocardiology.

12.
When you purchase services (e.g., physical therapy) under arrangements for Medicare patients but do not purchase such services under arrangements for non-Medicare patients, your books reflect only the cost of the Medicare services.  However, if you do not use the grossing up technique for purposes of allocating your overhead and if you incur related direct costs applicable to all patients, Medicare and non-Medicare (e.g., paramedics or aides who assist a physical therapist in performing physical therapy services), such related costs are reclassified on Worksheet A-6 from the ancillary service cost center and are allocated as part of administrative and general expense.

13.
Rental expense on movable equipment which was charged directly to the appropriate cost center or cost centers must be reclassified on this woeksheet to the capital-related movable equipment cost center unless the provider has identified and charged all depreciation on movable equipment to the appropriate cost centers.

14.
Malpractice insurance cost to administrative and general for cost reports beginning on or after May 1, 1986.
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WORKSHEET A-8 - ADJUSTMENTS TO EXPENSES

In accordance with 42 CFR 413.9(c)(3), if your operating costs include amounts not related to patient care (specifically not reimbursable under the program) or amounts flowing from the provision of luxury items or services (i.e., those items or services substantially in excess of or more expensive than those generally considered necessary for the provision of needed health services), such amounts are not allowable.

This worksheet provides for the adjustment in support of those listed on Worksheet A, column 6. These adjustments, which are required under the Medicare principles of reimbursement, are made on the basis of cost or amount received (revenue) only if the cost (including direct cost and all applicable overhead) cannot be determined.  If the total direct and indirect cost can be determined, enter the cost.  Once an adjustment to an expense is made on the basis of cost, you may not determine the required adjustment to the expense on the basis of revenue in future cost reporting periods.  Enter the following symbols in column 1 to indicate the basis for adjustment:  "A" for cost; "B" for amount received; "C" for grants, gifts and income designated by donor for specific expenses for 1 year or less; and "D" for grants, gifts and income designated by donor for specific expenses for more than 1 year.  Line descriptions indicate the more common activities which affect allowable costs or which result in costs incurred for reasons other than patient care and, thus, require adjustments.

The types of adjustments entered on this worksheet are (1) those needed to adjust expenses to reflect actual expenses incurred; (2) those items which constitute recovery of expenses through sales, charges, fees, grants, gifts; (3) those items needed to adjust expenses in accordance with the Medicare principles of reimbursement; and (4) those items which are provided for separately in the cost apportionment process.

If an adjustment to an expense affects more than one cost center, record the adjustment to each cost center on a separate line on Worksheet A-8.

Line 5.--For patient telephones, either make an adjustment on this line or establish a nonreimbursable cost center.  When line 5 is used, base the adjustment on cost.  Revenue cannot be used.  (See HCFA Pub. 15-I, §2328.)

Line 8.--Enter the adjustment amount from Supplemental Worksheet A-8-2, column 8.  Amounts paid to SNF-based physicians for general SNF services rendered are not included in these adjustments.  (See HCFA Pub. 15-I, §§2108 - 2108.11.)

Line 9.--Enter allowable home office costs which have been allocated to the SNF and which are not already included in your cost report.  Use additional lines to the extent that various SNF  cost centers are affected.  (See HCFA Pub. 15-I, §§2150 - 2153.)

Line 11.--Obtain the amount from your records.

Line 12.--Obtain the amount from section B, column 6 of Supplemental Worksheet A-8-1.  Note that Supplemental Worksheet A-8-1 represents the detail of the various cost centers on Worksheet A which must be adjusted.

Line 13.--An adjustment is required for nonallowable patient personal laundry.

Line 14.--Enter the amount received from the sale of meals to employees.  This income offsets the dietary expense.
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Line 15.--Enter the cost of meals provided for non-employees.  This amount offsets the allowable dietary costs.

Line 20.--Enter the cash received from imposition of interest, finance or penalty charges on overdue receivables.  This income must offset the allowable administration and general costs.  (See HCFA Pub. 15-I, §2110.2.)

Line 21.--Enter the interest expense imposed by the intermediary on Medicare overpayments to you.  Also, enter the interest expense on borrowings made to repay Medicare overpayments to you.

Line 24.--Enter the amount for an adjustment for respiratory therapy in excess of limitation.  Obtain the amount from Supplemental Worksheet A‑8‑4, Part V, line 46.

Line 25.--Obtain the amount from Supplemental Worksheet A-8-3, Part VI, line 57 or Part VII, line 63, as appropriate, for physical therapy services.

Line 26.--Obtain the amount from Supplemental Worksheet A-8-3, Part VI, line 57 or Part VII, line 64, as appropriate.

Line 28.--If the utilization covers only Medicare patients, the costs of the physician services are removed from the utilization review costs and are shown as a direct reimbursement item of Worksheet E, Part I, line 4 or line 11 of Worksheet E, Part III for SNFs under PPS.

If the utilization review extends to beneficiaries under titles V or XIX then, providing that there is a sufficient documentation of physician activities, the costs of physician review services for the utilization review are a direct reimbursement item for each title under which reimbursement is claimed.

If the utilization review extends to more than the Medicare patients, but the records of the physician activities are not satisfactory for allocation purposes, then apportion the utilization review physician services cost among all the patients using the SNF.  Accomplish this apportionment by including the cost of the physician services in the administrative and general costs.

Line 29.--When depreciation expense computed in accordance with the Medicare principles of reimbursement differs from depreciation expenses per your books, enter the difference on line 29 and/or line 30.  (See HCFA Pub. 15-I, chapter 1.)

Lines 22 through 23 and 31.--Enter any additional adjustments which are required under the Medicare principles of reimbursement.  Appropriately label the lines to indicate the nature of the required adjustments.

NOTE:
An example of an adjustment entered on these lines is the grossing up of costs in accordance with provisions of HCFA Pub. 15-I, §2314, and is explained below.

If you furnish ancillary services to health care program patients under arrangements with others but simply arrange for such services for non-health care program patients and do not pay the non-health care program portion of such services, your books reflect only the costs of the health care program portion.  Therefore, allocation of indirect costs
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to a cost center which includes only the cost of the health care program portion results in excessive assignment of indirect costs to the health care programs.  Since services were also arranged for the non-health care program patients, allocate part of the overhead costs to those groups.

In the foregoing situation, no indirect costs may be allocated to the cost center unless the intermediary determines that you are able to gross up both the costs and the charges for services to non-health care program patients so that both costs and charges for services to non-health care program patients are recorded as if you had provided such services directly.

The instructions for Worksheet A-6, item 12 explain the correct handling for any direct provider costs for services purchased under arrangement.  The instructions for Worksheet B, Part I explain the circumstances when indirect costs are allocated to the cost of services purchased under arrangements.  The instructions to Worksheet C explain the grossing up of charges for services purchased under arrangement.

Line 32.--Enter the amount on line 27 plus or minus the sum of lines 28 through 31.  TRANSFER THE AMOUNTS IN COLUMN 2 TO WORKSHEET A, COLUMN 6.
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1613.
WORKSHEET B, PART I - COST ALLOCATION - GENERAL SERVICE COSTS AND WORKSHEET B-1 - COST ALLOCATION - STATISTICAL BASIS

In accordance with 42 CFR 413.24(a), cost data must be based on an approved method of cost finding and on the accrual basis of accounting except where governmental institutions operate on a cash basis of accounting.  Cost data based on such basis of accounting are acceptable subject to appropriate treatment of capital expenditures.  Cost finding is the process of recasting the data derived from the accounts ordinarily kept by a provider to ascertain costs of the various types of services rendered.  It is the determination of these costs by the allocation of direct costs and proration of indirect costs.  The various cost finding methods recognized are outlined in 42 CFR 413.24(d). Worksheets B, Part I and B-1 have been designed to accommodate the stepdown method of cost finding.  These worksheets may have to be modified to accommodate other methods of cost finding which have been approved for use by the SNF.

Worksheet B, Part I provides for the allocation of the expenses of each general service cost center to those cost centers which receive the services.  The cost centers serviced by the general service cost centers include all cost centers within the provider organization, i.e., other general service cost centers, ancillary service cost centers, inpatient routine service cost centers, outpatient service cost centers, special purpose and other reimbursable cost centers and non-reimbursable cost centers.  The total direct expenses are obtained from Worksheet A, column 7.

Worksheet B-1 provides for the proration of the statistical data needed to equitably allocate the expenses of the general service cost centers on Worksheet B, Part I.

To facilitate the allocation process, the general format of Worksheets B, Part I and B-1 are identical. Each general service cost center has the same line number as its respective column number across the top.  The column and line numbers for each general service cost center are identical on the two worksheets.  In addition, the line numbers of each ancillary, routine, other reimbursable and non-reimbursable cost centers are identical on the two worksheets.  The cost centers and line numbers are consistent with Worksheet A.  Note that lines 50 through 52 from Worksheet A are not needed on Worksheets B and B-1.  Therefore, line number 53 immediately follows line number 49.

The statistical basis shown at the top of each column on Worksheet B-1 is the recommended basis of allocation of the cost center indicated.

Most cost centers are allocated on different statistical bases.  However, for those cost centers for which the basis is the same (e.g., square feet), the total statistical base over which the costs are allocated differs because of the prior elimination of cost centers that have been closed.

When closing the general service cost centers, first close the cost centers that render the most services to and receive the least services from other cost centers.  The cost centers are listed in this sequence from left to right on the worksheets.  However, your circumstances may be such that a more accurate result is obtained by allocating to certain cost centers in a sequence different from that followed on these worksheets.
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NOTE:
A provider wishing to change its allocation basis for a particular cost center or the order in which the cost centers are allocated must make a written request to its intermediary for approval of the change and submit reasonable justification for such change prior to the beginning of the cost reporting period for which the change is to apply.  The effective date of the change is the beginning of the cost reporting period for which the request has been made.  (See HCFA Pub. 15-I, §2313.)

If the amount of any cost center on Worksheet A, column 7, has a credit balance, this must be shown as a credit balance on Worksheet B, Part I, column 0. Allocate the costs from the applicable overhead cost centers in the normal manner to such cost center showing a credit balance.  After receiving costs from the applicable overhead cost centers, if a general service cost center has a credit balance at the point it is to be allocated, such general service cost center must not be allocated.  Rather, enter the credit balance in parentheses on line 64 as well as on the first line of the column and on line 65.  This enables column 18, line 65, to crossfoot to columns 0 and 3a, line 65.  After receiving costs from the applicable overhead cost centers, if a revenue producing cost center has a credit balance on Worksheet B, Part I, column 18, do not carry forward such credit balance to Worksheet C.

On Worksheet B-1, enter on the first line in the column of the cost center being allocated the total statistical base (including accumulated cost for allocating administrative and general expenses) over which the expenses are to be allocated (e.g., for column 1, Capital Related - Buildings and Fixtures, enter on line 1 the total square feet of the building on which depreciation was taken).

Such statistical base including accumulated cost for allocating administrative and general expenses does not include any statistics related to services furnished under arrangements except where:

o
Both Medicare and non-Medicare costs of arranged for services are recorded in your records; or

o
The intermediary determines that you are able to and do gross up the costs and charges for services to non-Medicare patients so that both cost and charges are recorded as if you had furnished such services directly to all patients.  (See HCFA Pub. 15-I, §2314.)

For all cost centers (below the first line) to which the depreciation is being allocated, enter that portion of the total statistical base applicable to each.  The total sum of the statistical base applied to each cost center receiving the services rendered must equal the total base entered on the first line.

Enter on line 65 of Worksheet B-1 the total expenses of the cost center to be allocated.  Obtain this amount from Worksheet B, Part I, from the same column and line number used to enter the statistical base on Worksheet B-1 (in the case of Capital Related - Buildings and Fixtures, this amount is on Worksheet B, Part I, column 1, line 1).

Divide the amount entered on line 65 by the total statistics entered in the same column on the first line.  Enter the resulting unit cost multiplier on line 66.  The unit cost multiplier must be rounded to six decimal places.
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Multiply the unit cost multiplier by that portion of the total statistics applicable to each cost center receiving the services rendered.  Enter the result of each computation on Worksheet B, Part I, in the corresponding column and line.  (See §1602 for rounding standards.)

After the unit cost multiplier has been applied to all the cost centers receiving the services rendered, the total cost (line 65) of all of the cost centers receiving the allocation on Worksheet B, Part I, must equal the amount entered on the first line.  The preceding procedures must be performed for each general service cost center.  Each cost center must be completed on both Worksheets B, Part I, and B-1 before proceeding to the next cost center.

If a general service cost center has a credit balance at the point it is allocated on Worksheet B, Part I, such general service costs center must not be allocated.  However, the statistic must be displayed departmentally.  No unit cost multiplier is calculated for lines 66 and 68 on Worksheet B-1.

Use lines 67 and 68 of Worksheet B-1 in conjunction with the allocation of capital-related cost on Worksheet B, Part II.  Complete line 67 for all columns after Worksheets B, Part I, and B-1 have been completed and the amount of direct and indirect capital-related cost has been determined on Worksheet B, Part II.  Line 68 for all columns is the unit cost multiplier used in allocating the direct and indirect capital-related cost on Worksheet B, Part II.  Compute the unit cost multiplier after the amounts to be entered on line 67 have been determined by dividing the capital-related cost recorded on line 67 by the total statistics entered in the same column on the first line.  Round the unit cost multiplier to six decimal places.  (See instructions for Worksheet B, Part II, for the complete methodology and exceptions.)

After the costs of the general service cost center have been allocated on Worksheet B, Part I, enter in column 16 the sum of the costs in column 3a through 15 for lines 16 through 62.

When an adjustment is required to expenses after cost allocation, show the amount applicable to each cost center in column 17 of Worksheet B, Part I.  A corresponding adjustment to Worksheet B, Part II, may be applicable for capital-related cost adjustments. You must submit a supporting worksheet showing the computation of the adjustment in addition to completing Supplemental Worksheet B-2.

Some examples of adjustments which may be required to expenses after cost allocation are (1) the allocation of available costs between the certified portion and the noncertified portion of a distinct part provider and (2) costs attributable to unoccupied beds of an SNF with restrictive admission policy. (See HCFA Pub. 15-I, §§2342 - 2344.3.)

After the adjustments have been made on Worksheet B, Part I, column 17, adjust the amounts in column 16 by the amounts in column 17 and extend the new balances to column 18 for each line.  The total costs entered in column 18, line 65, must equal the total costs entered in column 0, line 65.

Transfer the totals in column 18, lines 21 through 32 (ancillary service cost centers) and lines 34, and 35 (outpatient service cost centers) to the ".01" line on Worksheet C, column 1, lines 21.01 through 35.01 (above the dotted rules).
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Transfer the totals in column 18:

From Worksheet B, Part I, Column 18


To Worksheet D-1  
Line 16, Skilled Nursing Facility



Line 5 for SNF

Sum of lines 16 and 17, Nursing Facility

Line 5 for NF

Transfer the direct SNF-based HHA costs in column 18, lines 36 through 46, to Supplemental Worksheet H-4, Part I, column 1, lines as indicated.

Transfer the total SNF-based CORF costs in column 18, line 47, to Supplemental Worksheet J-1, Part I, column 1, line 16.

Transfer the total SNF-based CMHC costs in column 18, line 49, to Supplemental Worksheet M-1, Part I, column 0, line 16.
The non-reimbursable cost center totals, lines 57 through 62, are not transferred.

Column Descriptions
Column 1.--Depreciation on buildings and fixtures and expenses pertaining to buildings and fixtures such as insurance, interest, rent, and real estate taxes are combined in this cost center to facilitate cost allocation.

Column 2.--Providers that do not directly assign the depreciation on movable equipment and expenses pertaining to movable equipment such as insurance, interest, and rent as part of their normal accounting systems must accumulate the expenses in this cost center.

Column 4.--Allocate the administrative and general expenses on the basis of accumulated costs.  Therefore, the amount entered on Worksheet B-1, column 4, line 4, is the difference between the amount entered on line 65 and line 4 on Worksheet B, Part I, column 3.01, and the net negative amount for any cost center minus the amount for any service provided under arrangements to program patients and which is not grossed up.

A negative cost center balance in the statistics for allocating administrative and general expenses causes an improper distribution of this overhead cost center.  Exclude negative balances from the allocation statistics.
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1614.
WORKSHEET B, PART II - ALLOCATION OF CAPITAL-RELATED COSTS

This worksheet provides for the determination of direct and indirect capital-related costs allocated to inpatient general routine services, special care, and ancillary services as well as to other cost centers.  This worksheet is needed for the correct computation of limits on SNF inpatient general routine service costs and to provide HCFA with data on capital-related costs for program purposes.

Use this worksheet in conjunction with Worksheets B, Part I, and B-1.  The format and allocation process employed are identical to that used on  Worksheets B, Part I, and B-1.

Column 0.--If capital-related costs have been directly assigned to specific cost centers on Worksheet A, column 2, enter those amounts directly assigned from your records.  If you include in your cost report costs incurred by a related organization, the portion of these costs that are capital-related costs are considered directly assigned capital-related costs of the applicable cost center.  For example, a provider that is part of a chain organization includes some costs incurred by the home office of the chain organization in its administrative and general cost center.  The amount so included representing capital-related cost is included in this column.

Columns 1 and 2.--The amounts entered in column 1, lines 3 through 62, are obtained from Worksheet B, Part I, column 1, lines 3 through 62.  The amounts entered in column 2, lines 3 through 62, are obtained from Worksheet B, Part I, column 2, lines 3 through 62.

Enter on Worksheet B-1, line 67, for each cost center (column) the capital-related costs to be allocated.  Report these costs on the first line of each column on Worksheet B, Part II.  (See exception 2.)  Complete a unit cost multiplier for each column by dividing the amount on line 67 of Worksheet B-1 by the statistic reported on the first line of the same column.  Enter the unit cost multiplier on line 68 and round to six decimal places, e.g. .102589241 is rounded to .102589.  The allocation process on Worksheet B, Part II, is identical to that used on Worksheets B, Part I, and B-1.

Multiply the unit cost multiplier by the portion of the total statistic applicable to each cost center. Enter the result of each computation on Worksheet B, Part II, in the corresponding column and line.

After the unit cost multiplier has been applied to all the cost centers, the total cost on Worksheet B, Part II, line 65, of all the cost centers receiving the allocation must equal the amount being allocated on the first line of the column.  However, this is not true for exception 2.  These procedures must be performed for each general service cost center.  Each cost center must be completed on Worksheets B-1 and B, Part II, before proceeding to the next cost center.
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Exceptions
1.
When a general service cost center is not allocated on Worksheet B, Part I because it has a negative balance at the point it is allocated, the capital-related cost for the same general service cost center on Worksheet B, Part II must not be allocated.  Enter the total capital-related cost on line 64, the Negative Cost Center line.  This enables column 2a, line 65 to crossfoot to column 18, line 65.

2.
When a general service cost center has a negative direct cost balance on Worksheet B, Part I, column 0 and the negative balance becomes positive through the cost allocation process, the amount of capital-related cost determined on Worksheet B, Part II for that general service cost center must be adjusted to reflect the amount that was allocated on Worksheet B, Part I.  The adjusted amount of capital-related cost to be allocated on Worksheet B, Part II is determined by dividing the capital-related cost by the total indirect cost allocated to the specific cost center on worksheet B, Part I (do not include the negative direct cost) and multiplying that ratio by the net amount allocated on Worksheet B, Part I for that specific cost center.  For crossfooting purposes, enter the adjusted capital-related cost on the first line of the column and the difference between the total capital-related cost and the adjusted capital-related cost on line 64 of Worksheet B, Part II.  This enables column 2a to crossfoot to column 18, line 65.

EXAMPLE:
The net expenses for cost allocation on Worksheet B, Part I,  column 0, line 8 (Dietary) is a negative $45,000.  After other general service cost centers have been allocated to the dietary cost center, the amount of dietary costs to be allocated on Worksheet B, Part I, column 8, line 8 is a positive $29,650.  The total overhead allocated to dietary on Worksheet B, Part I is $74,650 ($45,000 plus $29,650).  The total amount of capital-related costs allocated to the dietary cost center on Worksheet B, Part II, column 8, line 8 is otherwise $24,774.  However, the actual amount of capital-related costs for the dietary cost center to be allocated on Worksheet B, Part II, column 9, line 9 must equal the actual amount which was allocated on Worksheet B, Part I, column 8, line 8 and is computed as follows:  $24,774 divided by $74,650 = .331869 times $29,650 = $9,840.  Therefore, $9,840 is the amount of capital-related cost to be allocated on Worksheet B, Part II, column 8, line 8 for the dietary cost center.  Enter the difference ($24,774 - $9,840 = $14,934) on line 64 so that line 65 crossfoots.

After the costs of the general service cost center have been allocated on Worksheet B, Part II, enter in column 16 the sum of the costs in columns 2a through 15 for lines 16 through 62.

When an adjustment is required to expenses after cost allocation, show the amount applicable to each cost center in column 17 of Worksheet B, Part II.  You must submit a supporting worksheet showing the computation of the adjustment in addition to completing Supplemental Worksheet B-2.

Some examples of adjustments which may be required to expenses after cost allocation are (1) the allocation of available costs between the certified portion and the noncertified portion of a distinct part provider and (2) costs attributable to unoccupied beds of a SNF with a restrictive admission policy. (See HCFA Pub. 15-I, §§2342 - 2344.3.)
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After the adjustments have been made on Worksheet B, Part II, line 17, adjust the amounts in column 16 by the amounts in column 17 and extend the net balances to column 18 for each line.  The total costs entered in column 18, line 65 must equal the total costs entered in column 2a, line 65. 

Transfer from Worksheet B, Part II, column 18 as follows:

From Worksheet B, Part II, Column 18 

            TO         
Line 16 -
Skilled Nursing Facility- 


Worksheet D-1, line 18        


Participating






for the SNF

Line 16 plus 17 - Nursing Facility



Worksheet D-1, line
18
for the nursing facility
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