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3700.
GENERAL

The Paperwork Reduction Act of 1980 requires that the private sector be informed 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(b) requires cost reports from providers on an annual basis.  In accordance with these provisions, Form HCFA 2540S-97 must be completed by a qualified free standing PPS skilled nursing facility (SNF) with no subproviders. SNFs not qualified to use Form HCFA 2540S-97 MUST use the full SNF and SNF health care complexes cost report (Form HCFA 2540) in determining program reimbursement.  Once the Form HCFA 2540 is used for a cost reporting year, the provider MAY NOT use Form HCFA 2540S in future years. 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.

The information reported on Form HCFA 2540S-97 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 December 31, 1997. 
NOTE:
This form is not used by SNFs that are hospital-based.  Instead, they continue to use Form HCFA 2552.  This form is not used by a SNF that has used Form HCFA 2540-96,  (Or earlier version of Form HCFA 2540) in any previous cost reporting year.

42 CFR 413.24 requires you to submit cost reports in a standardized electronic format unless you have received an exception from HCFA. The legislation allows HCFA to delay or waive implementation if the electronic submission results in financial hardship (in particular for providers with only a small percentage of Medicare volume).  Exceptions are granted on a case-by-case basis. (See §108 for electronically prepared cost reports and requirements.) 

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.

If a provider does not furnish any covered services to Medicare beneficiaries during a cost reporting period, it need not submit a full cost report.  It must, however, submit an abbreviated cost report as prescribed in chapter 1, §110A.  The option to file less than a full cost report as prescribed in HCFA Pub. 15-1 §2414(B) is still available to those SNFs electing prospective payment.  Cost reports are due on or before the last day of the fifth month following the close of the period covered by the report. ( See §104.)
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3701.
ROUNDING STANDARDS FOR FRACTIONAL COMPUTATIONS

Throughout the Medicare cost report, computations result in fractions.  Use the following rounding standards.

1.
Round to 2 decimal places:

a.
Percentages

b.
Averages, standard work week, payment rates, and cost limits

c.
Full time equivalent employees



d.
Per diem

e.
Hourly rates 

2.
Round to 5 decimal places:

a.
Sequestration (e.g., 1.025 percent is expressed as .01025)

b.
Payment reduction

3.
Round to 6 decimal places:

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

Where a difference exists within a column as a result of computing costs using a fraction or decimal, and therefore the sum of the parts do not equal the whole, the highest amount in that column must either be increased or decreased by the difference.  If it should happen that there are two high numbers equaling the same amount, adjust the first high number from the top of the worksheet for which it apples.

3702.
ACRONYMS AND ABBREVIATIONS

Throughout the Medicare cost report and instructions, a number of acronyms and abbreviations are used.  For your convenience, commonly used acronyms and abbreviations are summarized below.

A&G


-
Administrative and General

AHSEA

-
Adjusted Hourly Salary Equivalency Amount

ASC


-
Ambulatory Surgical Center

BBA


-
Balanced Budget Act of 1997 ( P.L. 105-33)


CAPD


-
Continuous Ambulatory Peritoneal Dialysis

CAP-REL

-
Capital-Related

CCPD


-
Continuous Cycling Peritoneal Dialysis

CCU


-
Coronary Care Unit

CFR


-
Code of Federal Regulations

CMHC


-
Community Mental Health Center

COL


-
Column

CORF


-
Comprehensive Outpatient Rehabilitation Facility

CRNA


-
Certified Registered Nurse Anesthetist

CTC


-
Certified Transplant Center

DRG


-
Diagnostic Related Group

EKG


-
Electrocardiogram

ESRD


-
End Stage Renal Disease

FQHC


-
Federally Qualified Health Center

FR



-
Federal Register

GME


-
Graduate Medical Education

HCFA Pub.
-
Health Care Financing Administration Publication

HIPPS


-
Health Insurance Prospective Payment System
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HHA


-
Home Health Agency

HMO


-
Health Maintenance Organization

I&Rs


-
Interns and Residents

IME


-
Indirect Medical Education

INPT


-
Inpatient

ICU


-
Intensive Care Unit

LC



-
Lesser of Reasonable Cost or Customary Charges

MDH


-
Medicare Dependent Hospitals

MED-ED

-
Medical Education

NHCMQ

-
Nursing Home Case Mix and Quality Demonstration

NF



-
Nursing Facility

OBRA


-
Omnibus Budget Reconciliation Act

OLTC


-
Other Long Term Care

OOT


-
Outpatient Occupational Therapy

OPO


-
Organ Procurement Organization

OPT


-
Outpatient Physical Therapy

OSP


-
Outpatient Speech Pathology

PBP


-
Provider-Based Physician

PPS


-
Prospective Payment System

PRM


-
Provider Reimbursement Manual

PRO


-
Professional Review Organization

PS&R


-
Provider Statistical and Reimbursement System

PT



-
Physical Therapy

RCE


-
Reasonable Compensation Equivalent

RHC


-
Rural Health Clinic

RPCH


-
Rural Primary Care Hospitals

ROE


-
Return on Equity Capital

RT



-
Respiratory Therapy

RUG


-
Resource Utilization Group

SCH


-
Sole Community Hospitals

SNF


-
Skilled Nursing Facility

TEFRA

-
Tax Equity and Fiscal Responsibility Act of 1982

WKST


-
Worksheet

NOTE:
In this chapter, TEFRA refers to §1886(b) of the Act and not to the entire Tax Equity and Fiscal Responsibility Act.
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3703.
RECOMMENDED SEQUENCE FOR COMPLETING FORM HCFA 2540S-97


Part I - Departmental Cost Adjustments and Cost Allocation
Step

No.

Worksheet
1

S-2







Read §3708. Complete entire worksheet.

2

S-3







Read §3710.  Complete entire worksheet.

3

A







Read §3712.  Complete columns 1 through 3,











lines 1 through 40.

4

A-6







Read  §3714.  Complete, if applicable.

5

A-8







Read  §3716. Complete all lines except lines 5,











14, and 18.

6

A-8-1






Read §3718 Complete, if applicable.

7

A-8-3






Read §3720. Complete I through V as applicable.

8

A-8







Read §3716. Complete lines 5, 14 and 18.

9

A







Read  §3712.Complete columns  4 through 7,











lines 1 through 40.

10

B and B-1





Read §3722.  Complete both worksheets 











entirely.


Part II - Departmental Cost Distribution and Cost Apportionment
1

C







Read §3724.  Complete entire worksheet.


Part III - Calculation of Reimbursement Settlement
Step 
Worksheet
No.
1

E, Part A






Read §§3726-3726.1.  Complete through line 15 of this worksheet for each applicable health care program for each applicable provider component.

2

E, Part B






Read §3726.2.  Complete through line 15 of this part for title XVIII.
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3

G







Read §3728.  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.

4

G-1







Read §3728.1. Complete entire worksheet.

5

G-2, Parts I & II




Read §3728.2. Complete entire worksheet.

6

G-3







Read §3728.3. Complete entire worksheet.

3704.
SEQUENCE OF ASSEMBLY

Submit your annual cost report worksheets in the order indicated below when using Form HCFA 2540S-97.  Include only applicable, completed worksheets.  Do not include blank worksheets.

Worksheet


Part
S



I & II

S-2

S-3

A

A-6

A-8

A-8-1

A-8-3

B

B-1

C

E



A

E



B

G through G-3
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3706.
WORKSHEET S - SKILLED NURSING FACILITY COST REPORT CERTIFICATION AND SETTLEMENT SUMMARY

The information required on this worksheet is needed to properly identify the provider.  Enter the inclusive dates covered by this cost report.  In accordance with 42 CFR 413.24(f), each provider must submit periodic reports of its operations which generally cover a consecutive 12 month period of the provider's operations.

For intermediary use only.
The intermediary  indicates in the appropriate box whether this is the initial cost report, final report due to termination, or a reopening.  If it is a reopening, the intermediary indicates the number of times the cost report has been reopened.

For the provider's use.

Check the appropriate box to indicate whether you are filing electronically or manually.  For electronic filing, indicate on the appropriate line the date and time corresponding to the creation of the electronic file.  This date and time remains as an identifier for the file by the intermediary and is archived accordingly.  This file is your original submission and is not to be modified. 

3706.1
Part I - Certification.--This certification is read, prepared, and signed after the cost report has been completed in its entirety.

3706.2
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









Title XVIII
Title XVIII

Component 


Title V 

Part A

Part B

Title XIX
Skilled Nursing

Wkst. E,

Wkst. E,

Wkst. E,

Wkst. E,

Facility



Part A,

Part A,

Part B,

Part A,

Line 14

Line 14

Line 14

Line 14

Nursing Facility

Wkst. E,

N/A


N/A


Wkst. E,

Part A,







Part A,

Line 14







Line 14
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3708.
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.

Lines 1 through 3.--Enter the address and county of the SNF.

Line 4.--Enter the inclusive dates covered by this cost report.  In accordance with 42 CFR 413.24(f), you are required to submit periodic reports of operations which generally cover a consecutive 12-month period of operations.  (See  §§102.1 - 102.3 for situations when you may file a short period cost report.)

Cost reports are due on or before the last day of the fifth month following the close of the period covered by the report. The ONLY provision for an extension of the cost report due date is identified in 42 CFR 413.24(f)(2)(ii). 

Lines 6 and 7.--Enter the provider identification numbers and certification dates of the SNF and the NF.

Line 6.--This is an institution which meets the requirements of §1819 of  the Social Security Act.

Line 7.--This is a portion of an SNF which has been issued a separate identification number and which meets the requirements of §1919 of the Act.

Line 9.--Enter the number of beds related to the inpatients of the skilled nursing facility, the nursing facility, and other long term care facility.

A bed means an adult bed, periodic bed or newborn bed, maintained in a patient care area for lodging patients in acute, long term or domiciliary areas of the facility.  A bed in an outpatient area, ancillary department, nurses' and other staff residence and other such area which is regularly maintained and utilized for only a portion of the stay of a patient, primarily for special procedures or not for inpatient lodging, is not termed a bed for these purposes.

Line 10.--Enter in each column the total bed days available for a skilled nursing facility, nursing facility, and other long term care facility. 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, the number of beds available for each part of the cost reporting period are multiplied by the number of days for which that number of beds was available.

Line 11.--Enter the number of inpatient days for Title XVIII.

Line 12.--Enter the total inpatient days for a skilled nursing facility, nursing facility, and other long term facility.

Line 13.--Enter the number of Title XVIII discharges including deaths (but excluding DOAs).  A patient discharge including death is a formal release of a patient.

Line 14.---Enter the total discharges for a skilled nursing facility, nursing facility, and other long term facility.

Line 15.--The average number of employees (full-time equivalent) for the period is determined either on a qarterly or semiannual basis.  When quarterly data is used, add the total number of hours worked by all employees on the first payroll at the beginning of each quarter and divide the sm be four times the number of hors in the stndard work period.  When semiannual data is used, add the 
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total number of hours worked by all employees on the first and seventh months of the period, and divide this sum by two times the number of hours in the standard work period.


Lines 16 through 19.--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 16, 17, and 18.--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 19.--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 21 through 27.--Indicate a "Yes" or "No" answer to each question on these lines.

Line 28.--Indicate whether the provider is licensed in a state that certifies the provider as an SNF as described on lines 4 and 5 above, regardless of the level of care given for titles V and XIX patients. 
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3710.
WORKSHEET S-3 - SKILLED NURSING FACILITY STATISTICAL DATA

3710.1
Part I SNF - Wage Index Information.--This worksheet provides for the collection of SNF and NF data to develop an SNF wage index that is applied to the labor related portion of the SNF cost limits.  The Social Security Act Amendments of 1994 (PL. 103-432) requested the Secretary to begin collecting data on employee compensation and hours of employment specific to SNF's for the purposes of constructing an SNF wage index.  In order to collect the data necessary to develop an SNF wage index, HCFA has developed an SNF wage index form, as part of the cost report, to be completed by all SNFs.

NOTE:
Any line reference for Worksheets A and A-6 includes all subscripts of that line.

Line 1.--Enter the wages and salaries paid to employees from Worksheet A, column 1, line 40.

Line 2.--Enter physician salaries paid to employees which are included on Worksheet A, column 1, line 40.

Line 3.--Enter the total physician and physician assistant salaries and wage related costs that are related to patient care and are included on line 1.  Under Medicare, these services are billed separately under Part B.

Line 4.--If you are a member of a chain or other related organization, as defined in HCFA Pub 15-I, 2150, enter the allowable wages and salaries and wage related costs for home office personnel from your records that are included in line 1.

Line 5.--Enter the sum of lines 2 through 4.

Line 6.--Subtract line 5 from line 1 and enter the result.

Line 7.--Enter the total of Worksheet A, column 1, line 15.  This amount represents other long term care.

Line 9.--Enter the sum of lines 7 and 8.

Line 10.--Subtract line 6 from line 9 and enter the result.

Line 11.--Enter only those costs paid for services rendered in the SNF and/or NF, rounded to the nearest dollar, for contracted direct patient care services, i.e., nursing, therapeutic, rehabilitative, or diagnostic services furnished under contract.  Report only those personnel costs associated with these contracts, not employees and management contract services as defined below. Eliminate all supplies and other miscellaneous items.  Do not apply the guidelines for contracted therapy services under §1861(v)(5) of the Act and 42 CFR 413.106.  For example, you have a contract with a nursing service to supply nurses for the general routine service area on weekends.  Contracted labor for purposes of this worksheet does NOT include the following services: consultant contracts, billing services, legal and accounting services, Part A CRNA services, clinical psychologists and clinical social worker services, housekeeping services, planning contracts, independent financial audits, or any other service not directly related to patient care.  

Include the amount paid (rounded to the nearest dollar) for contract management services, as defined below, furnished under contract rather than by employees.  Report only those personnel costs associated with the contract.  Eliminate all supplies, travel expenses, and other miscellaneous items.  Contract management is limited to the personnel costs for those individuals who are working at the facility in the capacity of chief executive, chief operating officer, chief financial officer, or 
Rev. 1
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nursing administrator.  The titles given to these individuals may vary from the titles indicated above. However, the individual should be performing those duties customarily given these positions.

For purposes of this worksheet, contract labor does NOT include the following services:  other management or administrative services, consultive services, unmet physician guarantees, physician services, clinical personnel, security personnel, housekeeping services, planning contracts, independent financial audits, or any other services not related to the overall management and operation of the facility. It does include the type of service, wages, and hours associated with each direct patient care.

In addition, if you have no contracted labor as defined above or management contract services, enter a zero in column 1.  If you are unable to accurately determine the number of hours associated with contracted labor, enter a zero in column 1.

Line 12.--Enter the salaries and wage related costs (as defined on line 13 below) paid to personnel who are affiliated with a home office, provide services to the SNF and/or NF, and whose salaries are not included on Worksheet A, column 1.  In addition, add the home office salaries excluded on line 4.  This figure is based on recognized methods of allocating an individual's home office salary to the SNF and/or NF.  If no home office exists or if you cannot accurately determine the hours associated with the home office salaries that are allocated to the SNF and/or NF, enter a zero in column 1.  All costs for any related organization must be shown as the cost to the related organization.

Line 13.--Enter the total core wage related costs.  These costs include retirement costs (e.g., 401K employer contributions), retirement plan administration costs, health and insurance costs, employer's portion of payroll taxes and unemployment taxes, and other wage related costs such as executative deferred compensation, day care costs, or tuition reimbursements.  Only the total cost of the wage related costs that are considered fringe benefits are directly charged to each cost center provided the costs are reported in column 2 and not column 1 of Worksheet A.  For purposes of determining the wage related costs for the wage index, a facility must use generally accepted accounting principles (GAAP).  Continue to use Medicare payment principles on all other areas to determine allowable fringe benefits.

Line 14.--Enter the total of all wage related costs that are considered an exception to the core list. In order for a wage related cost to be considered an exception, it must meet the following tests:

a.
The costs are not included in line 12,

b.
The cost is reasonable and prudent,

c.
The individual wage related cost exceeds 1 percent of total salaries after the direct excluded salaries are removed,


d.
The wage related cost is a fringe benefit and has not been furnished for the convenience of the provider, and  

e.
The wage related costs that are fringe benefits, where required, have been reported as wages to Internal Revenue Service  (e.g., the unrecovered cost of employee meals, education costs, auto allowances).

Wage related cost exceptions do not include those wage related costs that must reported to the Internal Revenue Service since they are considered as salary or wages, i.e., loan forgiveness and sick pay accruals. Include these costs in total salaries reported on line 1.  
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Line 15.--Enter the total wage related costs applicable to the excluded areas reported on lines 7 and 8.

Line 16.--Enter the total adjusted wage related costs  line 13 plus line 14 minus line 15.

Line 17.--Enter the sum of lines 10 through 12 and 16.

Line 18.--Enter from your records the amount paid under contract for physician services for Part A only related directly to the SNF and/or NF.  This includes Part A physician services from the home office allocation and/or from related organizations.

Column 2.--Enter on each line, as appropriate, the salary portion of any reclassification made on Worksheet A-6.  Submit a reconciliation identifying the amount of salary relating to each reclassification.

Column 3.--Enter the result of column 1 plus or minus column 2.

Column 4.--Enter on each line the number of paid hours corresponding to the amount reported in column 3.

NOTE:
The hours must reflect any change reported in column 2. On call hours are not included in the total paid hours. Overtime hours are calculated as one hour when an employee is paid time and a half.  The intern and resident hours associated with the salaries reported on line 4 must be based on 2080 hours per full time intern and resident employee.

Column 5.--Enter on line 1 through line 12 and lines 17 and 18 the average hourly wage resulting from dividing column 3 by column 4.  Enter on line 16 the wage related cost percentage computed by dividing column 3, line 16 by column 3, line 10.  Round the result to 4 decimal places.

Column 6.--Enter in the appropriate lines the source used to determine the data entered in columns 1, 2, and 4, as applicable.  If necessary, attach appropriate explanations.  This column provides information for future reference regarding the data sources and to assist intermediaries in verifying the data and method used to determine the data.  In addition, use this column  when you can identify the wages but cannot identify the hours.

3710.2
Part II - Overhead Cost - Direct Salaries.--This part provides for the collection of SNF and/or NF wage data for overhead costs to properly allocate the salary portion of the overhead costs to the appropriate service areas for excluded units.  This form is completed by all SNFs and/or NFs.

NOTE:
Any line reference for Worksheets A and A-6 includes all subscripts of that line.

Column 1.--Enter the direct wages and salaries paid from Worksheet A, column 1 for the   appropriate cost center identified on lines 1 through 12, respectively.

Column 2.--Enter on the line, as appropriate, the salary portion of any reclassification made on Worksheet A-6.  Submit a reconciliation identifying the amount of the salary relating to each reclassification on the worksheet.

Column 3.--Enter the result of column 1 plus or minus column 2.

Column 4.--Enter on each line the number of paid hours corresponding to the amount reported in column 3.

Column 5.--Enter on each line the average hourly wage resulting from dividing column 3 by column 4.
Rev.  1
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3712.
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  reclassification 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 (e.g., on Worksheets A, B, B-1, and C, the line numbers are consistent, and the total line is set at number 40).  Not all of the cost centers listed 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 such amounts on the settlement worksheet, Worksheet E, Part A, line 15 and Worksheet E, Part B, line 17.

If the cost elements of a cost center are separately maintained on your books, reconcile the costs for the accounting books and records with 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.

Cost center coding is a method for standardizing cost center labels used by health care providers on the Medicare cost reports.  Form HCFA 2540S-97 provides for preprinted cost center descriptions on Worksheet A. The preprinted cost center labels are automatically coded by HCFA approved cost reporting software.  These cost center descriptions are hereafter referred to as the standard cost centers.  Nonstandard cost center descriptions are identified through analysis of frequently used labels.

The use of this coding method allows providers to continue to use labels for cost centers that have meaning within the individual institution.  The four digit cost center codes that are associated with each provider label in their electronic file standardize meaning for data analysis.
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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 is needed and appropriate in the particular provider's circumstances.  Show reductions to expenses in parentheses ( ).

The net total of the entries in column 4 must equal zero on line 40.

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, line 40,  must equal the total of column 3,  line 40.

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 40 must equal Worksheet A-8, column 2, line 18.

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 Worksheet B, column 1. 

Line Descriptions
The trial balance of expenses is broken down into general service, inpatient routine service, ancillary service, outpatient service,  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 C 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, insurance on 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, 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.
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When you incur capital related or operating costs for services, facilities, and supplies funished by an organization you own or control, such costs are considered equal to the costs incurred by the related organization because you are essentially dealing with yourself.  (See 42 CFR 413.17 and HCFA Pub. 15-I, chapter 10.) The exception to this is stated in 42 CFR 413.17(d) and HCFA Pub 15-I, §1010.

However, if the comparable price in the open market is lower than the supplier's costs, the allowable cost to you may not exceed the market price.

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 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.  HCFA Pub. 15-I, §106 discusses three methods for writing off the cost of minor equipment. 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 3.--This cost center identifies interest incurred with the acquisition of land or depreciable   assets used for patient care.

Line 9.--This cost center line combines the other cost centers which have a lesser cost impact than those cost centers reported separately.  These cost centers are combined further with laundry and dietary for cost allocation.  The salary cost of direct nursing services, including the salary cost of nurses who render direct service in more than one patient care area, is 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, the salary cost of all direct nursing service is included in this cost center. The general library and the medical library must not be included in this cost center, but they are reported in the administrative and general cost center.

Line 11.--Include all other interest not included on line 3.  This cost is later included with the administrative and general cost center for purposes of cost allocation on Worksheets B and B-1.

Line 12.--Enter the sum of lines 1 through 11.

Lines 13 and 14.--These lines are for the inpatient routine service cost.  

Line 15.--This cost center accumulates the direct costs incurred in maintaining long term care services not specifically required to be included in other cost centers. The other long term care unit refers to a unit where services other than acute care are rendered, e.g., homes for the aging, 
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residential care. The beds in this unit are not certified for titles V, XVIII, or XIX.

Lines 16 through 28.--These lines are for the ancillary service costs.

Line 27.-- The support surfaces which are classified as ancillary are those listed under the durable medical equipment regional carrier's (DMERC) level 2 and level 3 support surfaces categories. For example, support surfaces which qualify under DMERC's level 2 support surface criteria are low air loss mattress replacement and overlay systems. An example of support surfaces which qualify under DMERC's level 3 support surface criteria is air fluidized beds. 

Line 29.--Include only utilization review costs of the SNF. Either reclassify or adjust all costs depending on the scope of the review.  If the review covers all patients, reclassify all allowable costs in column 4 to administrative and general expenses (line 4).  If the review covers only Medicare patients or Medicaid, title V, and title XIX patients, in column 4, reclassify to administrative and general expenses all allowable costs other than physician compensation, and in column 6, deduct the compensation paid to the physicians for their personal services on the utilization review committee.  After reclassification in column 4 and adjustments in column 6, the balance in column 7 must equal zero.

Lines 31 and 32.--Record the cost applicable to nonreimbursable cost centers to which general service costs apply. However, where 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, these expenses are adjusted on Worksheet A-8. (See HCFA Pub. 15-I, §2328.)  Do not include on these lines non-reimbursable costs for cost centers described on line 13.
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3714.
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 work papers used to compute reclassification included 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.

Identify any reclassifications made as salary and other costs in the appropriate column.  However,  then transferring to Worksheet A, transfer the sum of the two columns.

Examples of reclassification that may be needed are:

1.
Capital-related costs that are not included in one of the capital-related 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 included in capital related costs.  It must be allocated with administrative and general expenses.

2.
Employee benefits expenses (e.g., personnel department, employee health service, hospitalization insurance, workmen's 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.
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.)

4.
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.

5.
Any dietary cost included in the dietary cost center and applicable to any other cost centers, e.g., gift, flower, coffee shop, and canteen.

6.
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.

7.
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.

However, when you purchase therapy services that include performing administrative functions such as completion of medical records, training etc. as discussed in HCFA Pub 15-I, §1412.5, the bundled charge for therapies provided under arrangements includes the provision of these services.  Therefore for cost reporting purposes, these related services are NOT reclassified to A&G.
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8.
Rental expense on movable equipment which was charged directly to the appropriate cost center or cost centers must be reclassified on this worksheet 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.
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3716.
WORKSHEET A-8 - ADJUSTMENTS TO EXPENSES

In accordance with 42 CFR 413.9(c)(3), where your operating costs include amounts not related to patient care, specifically not reimbursable under the program, or 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 expenses listed on Worksheet A, column 6.  These adjustments, which are required under  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 can not determine the required adjustment to the expense on the basis of "revenue" in future cost reporting periods.  The following symbols are entered 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 result in costs incurred for reasons other than patient care and, thus, require adjustments.

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, or 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.

Where 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 3.--For patient telephones, make an adjustment on this line or establish a nonreimbursable cost center.  When line 3 is used, the adjustment must be based on cost. Revenue cannot be used. 

Line 4.--Enter  allowable home office costs which have been allocated to the skilled nursing facility and which are not already included in the provider cost report.  Additional lines are used to the extent that various SNF  cost centers are affected.  (See HCFA Pub. 15-I, §§2150 - 2153.)

Line 5.--The amount entered is obtained from section B, column 6, line 10  of Worksheet A-8-1. Note that  Worksheet A-8-1 represents the detail of the various cost centers on Worksheet A which must be adjusted.

Line 6.--An adjustment is required for nonallowable patient personal laundry.

Line 7.--Enter the amount received from the sale of meals to employees and guests.  This income is used to offset the dietary expense.

Line 9.--Enter  the cash received from imposition of interest, finance, or penalty charges on overdue receivables.  This income must be used to offset the allowable administration and general costs.  (See HCFA Pub. 15-I, §2110.2.)
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Line 10.--Enter the interest expense, imposed by the intermediary, on Medicare overpayments to the provider.  Also, enter interest expense on borrowing made to repay Medicare overpayments to the provider.

Line 11.--Enter all bad debts both Medicare and non-Medicare which are included on the trial balance.  Bad debts from Medicare are included in reimbursement on Worksheet E, Parts A and B.

Line 12.--Include items a patient purchases from the facility, the cost of which is included in any of the cost centers on Worksheet A.

Line 13.--Enter amounts not previously covered on lines 1 through 12.

Line 14.--Subscript this line as follows: 14.01 for Physical Therapy, 14.02 for Occupational Therapy, and 14.03 for Speech Therapy.  Enter the amount from  Worksheet A-8-3, Part V, line 41 for the applicable therapy services.

Line 15.--If the utilization covers only Medicare patients, the costs of the physicians services are removed from the utilization review costs and are shown as a direct reimbursement item on Worksheet E, Part A, line 8.

Line 16.--Where depreciation expense computed in accordance with the Medicare principles of reimbursement differs from depreciation expenses per the provider's books, enter the difference on line 16, and/or 17.  (See HCFA Pub. 15-I, Chapter 1.)

Line 18.-- Enter the sum of lines 1 through 17 and transfer all amounts entered on lines 1-17 to the appropriate lines on Worksheet A, column 6.

3718.
WORKSHEET A-8-1 - STATEMENT OF COSTS OF SERVICES FROM RELATED ORGANIZATIONS

In accordance with 42 CFR 413.17, costs applicable to services, facilities, and supplies furnished to the provider by organizations related to the provider by common ownership or control are includable in the allowable cost of the provider at the cost to the related organization except for relationships outlined in 42 CFR 413.17(d).  This worksheet provides for the computation of any needed adjustments to costs applicable to services, facilities, and supplies furnished to the provider by organizations related to the provider. In addition, certain information concerning the related organizations with which the provider has transacted business is shown.  (See HCFA Pub. 15-I, chapter 10.)

Part A.-- If there are any costs included on Worksheet A which resulted from transactions with related organizations as defined in HCFA Pub. 15-1, chapter 10, complete  Worksheet A-8-1. If there are no costs included on Worksheet A which resulted from transactions with related organizations, DO NOT complete the remainder of Worksheet A-8-1.

Part B.--Cost applicable to services, facilities, and supplies furnished to the provider by organizations related to the provider by common ownership or control are includable in the allowable cost of the provider at the cost to the related organizations.  However, such cost must not exceed the amount a prudent and cost conscious buyer pays for comparable services, facilities, or supplies that are purchased elsewhere.

Part C.--This part is used to show the interrelationship of the provider to organizations furnishing services, facilities, or supplies to the provider.  The requested data relative to all individuals, partnerships, corporations, or other organizations having a related interest to the provider, a common ownership of the provider, or control over the provider as defined in HCFA Pub. 15-I, chapter 10, must be shown in columns 1 through 6, as appropriate.
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Only those columns which are pertinent to the type of relationship which exists are completed.

Column 1.--Enter the appropriate symbol from the bottom of the worksheet which describes the interrelationship of the provider to the related organization.

Column 2.--If the symbol A, D, E, F or G is entered in column 1, enter the name of the related individual in column 2.

Column 3.--If the individual indicated in column 2 or the organization indicated in column 4 has a financial interest in the provider, enter the percent of ownership in the provider.

Column 4.--Enter the name of the related corporation, partnership, or other organization.

Column 5.--If the individual indicated in column 2 or the provider has a financial interest in the related organizations, enter the percent of ownership in such organization.

Column 6.--Enter the type of business in which the related organization engages (e.g., medical drugs and/or supplies, laundry and linen service).

3720.
WORKSHEET A-8-3 - REASONABLE COST DETERMINATION FOR PHYSICAL, OCCUPATIONAL, AND SPEECH THERAPY SERVICES FURNISHED BY OUTSIDE SUPPLIERS

Effective for services rendered on and after April 10, 1998, SNF's are reimbursed (under the salary equivalency guidelines) for Medicare payment for the reasonable costs of speech pathology and occupational therapy services furnished under arrangements by an outside contractor.  A separate Worksheet A-8-3 should be completed for each of  these services furnished. In addition to completing this worksheet for each therapy service,  you must complete a separate worksheet for services provided  from the beginning of the provider's fiscal year through April 9, 1998, and complete a second Worksheet A-8-3 for services furnished from April 10 1998 to the end of the provider's fiscal year. Add the amounts from both forms for each therapy (line 41), and transfer the total to Worksheet A-8. 
This worksheet provides for the computation of any needed adjustments to costs applicable to physical therapy, occupational therapy, and speech therapy services furnished by outside suppliers. The information required on this worksheet must provide for, in the aggregate, all data for physical, occupational, and speech therapy services furnished by all outside suppliers in determining the reasonableness of the physical, occupational, and speech therapy costs.  (See HCFA Pub. 15-I, chapter 14.)

NOTE:
Providers for which respiratory therapy is furnished by outside suppliers must attach a separate worksheet showing the computation of the reasonable cost determination for respiratory therapy services furnished by outside suppliers. (See HCFA Pub. 15-1, chapter 14.)

If a provider contracts with an outside supplier for physical, occupational, and speech therapy services, the potential for limitation and the amount of payment a provider can receive depends on several factors:

o
An initial test to determine whether these services are categorized as intermittent part-time or full-time services; 

o
The location where the services are rendered, i.e, provider site; 

o
Add-ons for supervisory functions, aides, overtime, equipment and supplies; and 
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o
Intermediary determinations of reasonableness of rates charged by supplier compared with the going rates in the area.

3720.1
Part I - General Information.--This part provides for furnishing certain information concerning physical, occupational, and speech therapy services furnished by outside suppliers.

Line 1.--Enter the number of weeks that services were performed at the provider site.  Count only those weeks during which a supervisor, therapist, or an assistant was on site.  (See HCFA Pub. 15-I, chapter 14.)

Line 2.--Multiply the amount on line 1 by 15 hours per week.  This calculation is used to determine whether services are full time or intermittent part time.

Line 3.--Enter the number of days in which the supervisor or therapist was at the provider's site. Count only one day when both the supervisor and therapist were at the site during the same day.

Line 4.--Enter the number of days in which the therapy assistant was at the provider's site. Do not include in the count days when either the supervisor or therapist was also at the site during the same day.

NOTE:
An unduplicated day is counted for each day the contractor has at least one employee on site.  For example, if the contractor furnishes a supervisor, therapist, and assistant on one day, one therapist day is counted.  If the contractor provides two assistants on one day (and no supervisors or therapists), one assistant day is counted.  

Line 5.--Enter the standard travel expense rate applicable as published in HCFA Pub.  15-I, chapter 14.

Line 6.--Do not make an entry on this line.

Line 7.--Enter in the appropriate columns the total number of hours worked for physical, occupational, and speech therapy supervisors, therapists, therapy assistants, and aides furnished by outside suppliers.

Line 8.--Enter in each column the appropriate adjusted hourly salary equivalency amount (AHSEA). These amounts are the prevailing hourly salary rate plus the fringe benefit and expense factor described in HCFA Pub. 15-I, chapter 14.  These amounts are determined on a periodic basis for appropriate geographical areas and are published as exhibits at the end of chapter 14.  Use the appropriate exhibit for the period of this cost report.

Enter in column 1 the supervisors' AHSEA, adjusted for administrative and supervisory responsibilities, which are determined in accordance with the provisions of HCFA Pub. 15-I §1412.5.  Enter in columns 2, 3, and 4 (for therapists, assistants, and aides respectively) the AHSEA from the appropriate exhibit found in HCFA Pub. 15-I at the end of chapter 14 or the latest publication of rates.  Where assistants' going hourly rate in the area is unobtainable, no more than 75% of the therapist AHSEA can be used.  The cost of services of a therapy aide or trainee is evaluated at the hourly rate not to exceed the hourly rate paid to the provider's employees of comparable classification and/or qualification, e.g., nurses' aides.  (See HCFA Pub. 15-I, §1412.2.)

Line 9.--Enter the standard travel allowance equal to one-half of the AHSEA as follows.  Enter in columns 1 and 2 one-half of the amount in column 2, line 8. Enter in column 3, one-half of the amount in column 3, line 8.  (See HCFA Pub. 15-I, §1402.4.)

NOTE:
There is no travel allowance for aides employed by outside suppliers.
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3720.2
Part II - Salary Equivalency Computation.--This part provides for the computation of the full-time or intermittent part-time salary equivalency. 

Where the provider furnishes physical, occupational, or speech therapy services by outside suppliers for health care program patients, but simply arranges for such services for nonhealth care program patients and does not pay the nonhealth care program portion of such services, its books reflect only the cost of the health care program portion.  Where the provider can "gross up" its costs and charges in accordance with provisions of HCFA Pub. 15-I, §2314, it completes Part II, lines 10 through 15 and 18 in all cases and lines 16 and 17 where appropriate.  See the instructions in §3714, Worksheet A-8, with respect to grossing up of the provider's costs and charges.  However, where the provider cannot gross up its costs and charges, it must complete lines 10 through 15 and 18.

Line 10 - 15.--Completed for compute the total salary equivalency allowance amounts by multiplying the total hours worked (line 7) by the adjusted hourly salary equivalency amount for supervisors, therapists, assistants, and aides.

Lines 16 and 17.--Complete if the sum of hours in columns 1-3, line 7 is less than or equal to the product found on line 2.  (See exception above where the provider cannot gross up its costs and charges and services are provided to program patients only.)

Line 18.--Where there are no entries on lines 16 and 17, enter the amount on line 15.  Otherwise enter the sum of  line 14 plus line 17.

3720.3
Part III - Standard Travel Allowance and Standard Travel  Expense Computation-Provider Site.--This part provides for the computation of the standard travel allowance and standard travel expense for services rendered at the provider site.

Lines 19 - 23.--Compute the standard travel allowance and standard travel expense for physical, occupational, or speech therapy services performed at the provider site. One standard travel allowance is recognized for each day an outside supplier performs skilled physical, occupational, or speech therapy services at the provider site.  For example, if a contracting organization sends three therapists to a provider each day, only one travel allowance is recognized per day.  (See HCFA Pub. 15-I, §1403.1, for a discussion of standard travel allowance and §1412.6 for standard travel expense.)

3720.4
Part IV - Overtime Computation.--This part provides for the computation of an overtime allowance when an individual employee of the outside supplier performs services for the provider in excess of the provider's standard work week.  No overtime allowance is given to a therapist who receives an additional allowance for supervisory or administrative duties.  (See HCFA Pub. 15-I, §1412.4.)

Line 24.--Enter in the appropriate columns the total overtime hours worked.  Where the total hours in column 4 are either zero or equal to or greater than 2080, the overtime computation is not applicable no further entries on lines 25-32 are made, and zero must be entered in each column of line 33.  The sum of the hours recorded in columns 1 through 3 is entered in column 4.

Line 25.--Enter in the appropriate column the overtime rate which is the AHSEA from line 8, column as appropriate, multiplied by 1.5.

Line 27.--Enter the percentage of overtime hours, by class of employee, which is determined by dividing each column on line 24 by the total overtime hours in column 4, line 24.

Line 28.--Allocate  a provider's standard work year for one full-time employee.  Enter the numbers of hours in the standard work year for one full-time employee in column 4 of this line. Multiply the standard work year in column 4 by the percentage on line 27 and enter the results in the corresponding columns.
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Line 29--Enter in columns 1 through 3 the AHSEA from Part I, line 8, columns 2 through 4.

3720.5
Part V - Computation of  Physical, Occupational, and Speech Therapy Limitation and Excess Cost Adjustment.--This part provides for the calculation of the adjustment to physical, occupational, and speech therapy service costs in determining the reasonableness of physical, occupational, and speech therapy cost.

Lines 37 and 38.--Where the outside supplier provides the equipment and supplies used in furnishing direct services to the provider's patients, the actual cost of the equipment and supplies incurred by the outside supplier, as specified in HCFA Pub. 15-I, §1412.1, is considered an additional allowance in computing the limitation.

Line 40.--Enter the amounts paid and/or payable to the outside suppliers for physical, occupational, and speech therapy services rendered during the period as reported in the cost report.  This includes any payments for supplies, equipment use, overtime, or any other expenses related to supplying physical, occupational, and speech therapy services for the provider.

Line 41--Enter the excess cost over the limitation, i.e., line 40 minus line 39. If negative, enter zero.  Enter the result on Worksheet A-8, column 2, line 14.

Worksheet A-8-3 should be completed twice for cost reporting periods that begin before April 10, 1998. Add the amounts on both Worksheets, line 41, and enter the results on Worksheet A-8, column 2, line 14. 
Rev. 2
37-25

3722
FORM HCFA-2540S-97
10-99

3722.
WORKSHEETS B AND B-1 - COST ALLOCATION - GENERAL SERVICE COSTS -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.  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.  The only cost finding method allowed for SNF providers paid on the prospective payment methodology is the combination method.

Worksheet B 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., inpatient routine service cost centers, ancillary service cost centers, and non-reimbursable cost centers.  The total direct expenses are obtained from Worksheet A, column 7.

The general service cost centers listed on Worksheet A, column 7, lines 1-9 are listed in the order they are combined on Worksheet B, columns 2, 3, 4, and 5, line 12.

   To Worksheet B   




From Worksheet A, Column 7
Column 2





Sum of lines 1 - 5  

Column 3





Line 6

Column 4





Sum of lines 7 - 9  

Column 5





Sum of lines 10 and 11 

Column 1, line 12 is the total of columns 2 through 5, line 12.

The amounts on Worksheet B, column. 1, lines 13 through 32 are transferred from Worksheet A, column 7, lines 13 through 32.

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.

To facilitate the allocation process, the general format of Worksheets B and B-1 are identical.  The line numbers of each routine, (lines 13, 14, and 15) ancillary (lines 16 through 28), and non-reimbursable (lines 31 and 32) cost centers are identical on the two worksheets.  

The statistical basis shown at the top of each column on Worksheet B-1 is the basis of allocation of the cost centers indicated.  Total statistics indicated on Worksheet B-1 line 41 refers to the sum of the statistics reported on lines 13 through 32 of Worksheet B-1. For the allocation of administrative and general costs in column 5, lines 13 through 32 are obtained from Worksheet B, sum of columns 1 through 4, lines 13 through 32.

If the amount of any cost center on Worksheet A, column 7, has a credit balance, this amount must be shown as a credit balance on Worksheet B, column 1.  The costs from the applicable overhead  
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cost centers are allocated in the normal manner to such cost center showing a credit balance.  After receiving costs from the applicable overhead cost centers, if a revenue-producing cost center has a credit balance on Worksheet B,  column 6, such credit balance is not carried forward to Worksheet C.

On Worksheet B-1, enter on line 41 in the column of the cost center group being allocated, the total statistical base, including accumulated cost for allocating administrative and general expenses, over which the expenses are allocated (e.g., for  column 2, capital costs, enter on line 41 the total square feet of the building on which depreciation was taken).

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

1.
Both Medicare and non-Medicare costs of arranged-for-services are recorded in the provider's records, or

2.
The intermediary determines that the provider is able to and does gross up the costs and charges for services to non-Medicare patients so that both cost and charges are recorded as if the provider had furnished such services directly to all patients.  (See HCFA Pub. 15-I, §2314.)

For all cost centers to which the capital cost group are 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 line 41.

Enter on line 40 of Worksheet B-1, the total expenses of the cost centers to be allocated. These amounts are obtained from Worksheet B, line 12, columns 2 through 5.

Divide the amount entered on line 40 by the total statistics entered on line 41.  Enter the resulting unit cost multiplier on line 42.  The unit cost multiplier must be rounded to six decimal places.

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 in the corresponding column and line.  (See §3700.1 for rounding standards.)

After the unit cost multiplier has been applied to all the cost centers receiving the services rendered, the total cost (line 40) of all of the cost centers receiving the allocation on Worksheet B must equal the amount entered on line 12.  The preceding procedures must be performed for each general service cost center group.  Each cost center group must be completed on both Worksheets B and B-1 before proceeding to the next cost center group.

If a general service cost group after combining centers has a credit balance at the point it is to be allocated on Worksheet B, such general service costs must not be allocated. However, the statistic must be displayed departmentally, but no unit cost multiplier is calculated for line 42 on Worksheet B-1.

After the costs of the general service cost group have been allocated on Worksheet B, enter in column 6, the sum of the costs on lines 13 through 32, columns 1 through 5.  The total cost entered in column 6, line 40 must equal the total costs entered in column 1, line 40.

Transfer the totals on Worksheet B, column 6, lines 16 through 28 (ancillary service cost centers) to Worksheet C, column 1, lines 16 through 28.

The non-reimbursable cost centers lines 31 and 32 are not transferred.
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NOTE:
Whenever an adjustment is required to expenses after cost allocation, submit a supporting worksheet showing the computation of the adjustment, the amount applicable to each cost center, and the cost center balances which are carried forward from Worksheet B for apportionment to the health care program.

An example of an adjustment which is required to expenses after cost allocation is costs attributable to unoccupied beds of a skilled nursing facility with a restrictive admission policy. (See HCFA Pub. 15-I, §§2342 - 2344.3.)
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3724.
WORKSHEET C - DEPARTMENTAL COST DISTRIBUTION

The line numbers on Worksheet C correspond to the line numbers of Worksheet B for ancillary service cost centers.

Column 1.--Transfer the amounts from Worksheet B, column 6, to each line of Worksheet C as applicable.

Column 2.--Enter from your records the total charges by department for the applicable ancillary departments.

Column 3.--Enter the result of the division of the amounts in column 1 by the amounts in column 2.  Ratios are rounded to 6 decimal places.  When certain services are furnished under arrangements and an adjustment is made on Worksheet A-8 to gross-up costs, the related charges entered on Worksheet C must also be grossed-up in accordance with HCFA Pub. 15-1, §2314.

Column 4.--Enter the Medicare Part A and the NF (title V or XIX) charges from the provider's records for the applicable ancillary departments.

Column 5.--Enter the Medicare Part B charges from the provider's records for the applicable ancillary departments.

Column 6.--Apply the ratio computed in column 3 to the appropriate charges in column 4 to arrive at the cost, and enter the result in column 6.

Column 7.--Apply the ratio computed in Column 3 to the appropriate charges in column 5 for lines 16 through 19, and lines 23 through 28, to arrive at the cost, and enter the result in column 7.

Lines 20, 21 and 22. --The cost of physical therapy, occupational therapy, and speech pathology services rendered on and after January 1, 1998 by skilled nursing facilities, must be reduced by 10 percent. Apply the ratio computed in column 3 to the charges in column 5 for lines 20, 21 and 22, to arrive at the cost. Reduce this cost amount by 10 percent for each of these therapies, and enter the result in column 7.
Transfer the amount on line 40 of columns 6 and 7 to Worksheet E, Part A and Part B, line 1, respectively.
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3726.
WORKSHEET E - CALCULATION OF REIMBURSEMENT SETTLEMENT

The two parts of Worksheet E are used to calculate reimbursement settlement as follows:

Part A - Inpatient Services

Part B - Ancillary Services

3726.1
Part A - Inpatient Services PPS Provider.--

Line Descriptions
NOTE:
No entry will be made on lines 1, 2, and 3 for cost reporting periods beginning on and after July 1, 1998.
Line 1--Enter the cost of ancillary services furnished to inpatients for title XVIII, Part A. This amount is obtained from Worksheet C, column 6, line 40.

Line 2--Enter ancillary service charges reported on Worksheet C, column 4, line 40.

Line 4--Use the  amount from line 2 to reduce program charges not actually imposed on most patients liable for payment on a charge basis or not collected from patients after reasonable efforts.  Calculate the ratio of the aggregate collected from patients by the amount they should have paid, the ratio not to exceed 1.  Apply this ratio to line 2 and enter the result. 

For cost reporting periods beginning on and after July 1, 1998, the PPS reimbursement data may be obtained from the PS&R. Calculate the Facility Specific Rate times the Medicare days for each RUG. Add the total of all RUG calculations, and multiply this amount by your blend percentage ( 25%, 50% or 75%). Multiply the total Medicare days by the Federal Case Mix rate.  Multiply this total by the reciprocal blend rate ( 75%, 50% or 25%).  Add the net Facility Specific amount to the net Federal Case Mix amount, and enter the total on line 4. Your fiscal intermediary will furnish the Facility Specific rate, and the Federal Case Mix Rate.
NOTE:
The rate or routine service cost limit, whichever is less, is provided by the intermediary. (See HCFA Pub. 15-I, §2822I.)  Medicare days are obtained from your records.

Line 5.--Enter the amounts paid or payable by workman's compensation and other primary payers where program liability is secondary to that of the primary payer.  There are six situations under which Medicare payment is secondary to a primary payer:

1.
Workman's compensation,

2.
No fault coverage,

3.
General liability coverage,

4.
Working aged provisions,

5.
Disability provisions, and

6.
Working ESRD beneficiary provisions.

Generally, when payment by the primary payer satisfies the liability of the program beneficiary, for cost reporting purposes, the services are considered to be non-program services.  (The primary payment satisfies the beneficiary's liability when you accept that payment as payment in full.  Note this on no-pay bills submitted in these situations.)   The patient days and charges are included in total patient days and charges, but are not included in program patient days and charges.  In this situation, no primary payer payment is entered on line 5.
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However, when the payment by the primary payer does not satisfy the beneficiary's obligation, the program pays (in situations 1, 2, and 3,) the amount it otherwise pays (absent primary payer payment) less the primary payer payment, less applicable deductible and coinsurance.  In situations 1, 2, and 3 primary payer payment is not credited toward the beneficiary's deductible and coinsurance.  In situations 4 and 5, the program pays the lesser of (a) the amount it otherwise pays (without regard to the primary payer payment or deductible and coinsurance) less the primary payer primary payer payment amount, or (b) the amount it otherwise pays (without regard to primary payer payment or deductibles and coinsurance) less applicable deductible and coinsurance.  In situations 4 and 5, primary payer payment is credited toward the beneficiary's deductible and coinsurance obligation.

When the primary payment does not satisfy the beneficiary's liability, include the covered days and charges in program days and charges, and include the total days and charges in total days and charges for cost apportionment purposes.  Enter the primary payer payment on line 5 to the extent that primary payer payment is not credited toward the beneficiary's deductible and coinsurance (situations 4 and 5).  Primary payer payments that are credited toward the beneficiary's deductible and coinsurance are not entered on line 5.

Line 6--Enter the Part A coinsurance billed to Medicare beneficiaries.  Include any primary payer payments applied to Medicare beneficiaries' coinsurance in situations where the primary payer payments do not fully satisfy the obligation of the beneficiary to the provider.  Do not include any primary payer payments applied to Medicare beneficiaries' coinsurance in situations where the primary payer payment fully satisfies the obligation of the beneficiary to the provider.  DO NOT INCLUDE coinsurance billed to program patients for physicians' professional services.

Line 7.--Enter program reimbursable bad debts for deductibles and coinsurance (from provider records), excluding deductibles and coinsurance for physicians' professional services, net of bad debt recoveries.

Line 8.--Enter the applicable program's share of the reasonable compensation paid to physicians for services in utilization review committees applicable to the skilled nursing facility.  The amount on this line is included in the amount eliminated from total costs on Worksheet A-8, line 15.

Lines 9 and 10.--Public Law 105-33 has eliminated the recognition of any gain or loss with regard a sale or termination of the provider.  The law also eliminates the recognition of any gain or loss of the sale of  assets.  Therefore, no amount shall be entered on lines 9 and 10 for sales occurring on and after December 1, 1997.

Line 12.--This line may be used for an adjustment, but must be explained.    .

Line 13.--Enter interim payments from your records.

NOTE:
Include amounts received from the PPS (for inpatient routine) as well as ancillary services.

Line 14.--Enter the amount on line 11 plus or minus the amounts on lines 12 and 13. Enter a negative amount in parentheses (  ).

Line 15.--Enter the program reimbursement protested amounts.  The reimbursement effect of the nonallowable items is estimated by applying reasonable methodology which closely approximates the actual effect of the item as if it had been determined through the normal cost finding process. (See §115.2.) Attach a worksheet showing the details and computations for this line.
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3726.2
Part B - Ancillary Services.--

Line Descriptions
Line 1.--Enter the amount of Part B ancillary services furnished to Medicare patients from Worksheet C, column 7, line 40.

Line 2.--Enter the vaccine cost from provider records.

Line 4.--The charges applicable to the ancillary services are reported here from worksheet C, col. 5, line 40.  This line provides for the reduction of program charges where the provider does not actually impose such charges in the case of most patients liable for payment for services on a charge basis or fails to make reasonable efforts to collect such charges from those patients.  The reduction is effected by calculating the ratio of the aggregate amount actually collected from patients liable for payment on a charge basis by the amounts that would have been realized from patients liable for payment for services on a charge basis had such payment been made.  This ratio is not to exceed 1.00000.  Apply this ratio to the charges for all Medicare Inpatient Ancillary Services and enter the result on line 4.

Line 6.--Enter the amounts paid or payable by workman's compensation and other primary payers where program liability is secondary to that of the primary payer.  There are six situations under which Medicare payment is secondary to a primary payer:

1.
Workman's compensation,

2.
No fault coverage,

3.
General liability coverage,

4.
Working aged provisions, 

5.
Disability provisions, and,

6.
Working ESRD beneficiary provisions.

Generally, when payment by the primary payer satisfies the liability of the program beneficiary, for cost reporting purposes, the services are considered to be non-program services.  (The primary payment satisfies the beneficiary's liability when you accept that payment as payment in full.  Note this on no-pay bills submitted in these situations.) The patient charges are included in total patient charges, but are not included in program patient charges.  In this situation, no primary payer payment is entered on line 6.

However, where the payment by the primary payer does not satisfy the beneficiary's obligation, the program pays (in situations l, 2, and 3,) the amount it otherwise pays (absent primary payer payment) less the primary payer payment, less applicable deductible and coinsurance.  In situations l, 2, and 3, primary payer payment is not credited toward the beneficiary's deductible and coinsurance.  In situations 4 and 5, the program pays the lesser of (a) the amount it otherwise pays (without regard to the primary payer payment or deductible and coinsurance) less the primary payer payment; or (b) the amount it would otherwise pay (without regard to primary payer payment or deductibles and coinsurance) less applicable deductible and coinsurance.  In situations 4 and 5, primary payer payment is credited toward the beneficiary's deductible and coinsurance obligation.

When the primary payment does not satisfy the beneficiary's liability, include the covered charges in program charges, and include the charges in charges for cost apportionment purposes.  Enter the primary payer payment on line 6 to the extent that primary payer payment is not credited toward the beneficiary's deductible and coinsurance (situation 4 and 5).  Primary payer payments that are credited toward the beneficiary's deductible and coinsurance are not entered on line 6.
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Line 7.--Enter the Part B deductible and coinsurance billed to Medicare beneficiaries. Include any primary payer payments applied to Medicare beneficiaries' coinsurance in situations where the primary payer payments do not fully satisfy the obligation of the beneficiary to the provider.  Do not include any primary payer payments applied to Medicare beneficiaries' coinsurance in situations where the primary payer payment fully satisfies the obligation of the beneficiary to the provider.  DO NOT INCLUDE coinsurance billed to program patients for physicians' professional services.

Line 8.--Enter program reimbursable bad debts for deductibles and coinsurance (from provider records), excluding deductibles and coinsurance for physicians' professional services, net of bad debt recoveries.

Lines 9 and 10.--Public Law 105-33 has eliminated the recognition of any gain or loss with regard a sale or termination of the provider.  The law also eliminates the recognition of any gain or loss of the sale of assets.  Therefore, no amount shall be entered on lines 9 and 10 for sales occurring on and after December 1, 1997.

Line 12.--This line may be used for an adjustment, but must be explained.

Line 13.--Enter interim payments from provider records.

Line 15.--Enter the program reimbursement protested amounts.  The reimbursement effect of the nonallowable items is estimated by applying reasonable methodology which closely approximates the actual effect of the item as if it had been determined through the normal cost finding process. (See  §115.2.)  Attach a worksheet showing the details and computations for this line.

3728.
WORKSHEET G - BALANCE SHEET

3728.1
Worksheet G-1 - Statement of Changes in Fund Balances.--

3728.2
Worksheet G-2 - Statement of Patient Revenues and Operating Expenses.--

3728.3
Worksheet G-3 - Statement of Revenue and Expenses.--Prepare these worksheets from your accounting books and records.  Additional worksheets may be submitted, if necessary.

Worksheets G and G-1 are completed by all providers maintaining fund-type accounting records. Nonproprietary providers which do not maintain fund-type accounting records complete the general fund columns only.
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