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SECTION 5
B-1 STATISTICS
OBJECTIVE:
1.
To verify that the statistics used by the provider in its cost report are accurate and consistently applied.

2.
To verify the reasonableness of statistical bases used in cost finding.

3.
To verify that the permitted bases and order of allocations are used.  Where alternative allocation bases or order of allocation are used, ensure that the result is more accurate and appropriate cost finding and that prior approval was obtained.

4.
To verify that any preallocations (reclassifications) of cost on provider's records at the time of cost report preparation are proper.

5.
To verify that all cost centers receive proper allocation.

OTHER REFERENCES:


HCFA Pub. 15-I, §§2200, 2300

HCFA Pub. 15-II, Chapter 3

Cost Report Forms:
HCFA-2552-83, Worksheet B

HCFA-2552-83, Worksheet B-1
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WP
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AND DATE   
REF
5.01
Review statistical records:

A.
To determine the propriety and reason-ableness of the statistical bases used.

B.
To ascertain that the statistics used are reasonably accurate and representative of the activity for the period being reviewed.

C.
To determine if "weighting of statistics" is necessary due to changes in the services rendered and addition of more beds.

5.02
Review each of the statistics reported and used in the cost report with appropriate provider personnel.

5.03
Review Worksheet B and B-1 and Schedule C to verify the statistical bases used to determine:

A.
If the bases used are the same as those required under the program.

B.
If there are any illogical overhead allocations (allocations wherein the basis of allocation does not seem to have reasonable relationship to the incurrence of the cost).

C.
That the allocation of costs was properly made between inpatient hospital services and other services rendered by the provider.

5.04
Obtain or prepare a list of provider preallocations (reclassifications) and review as deemed necessary for propriety and allowability.

5.05
Ensure that prior approvals to change allocation basis from those authorized have been obtained where applicable 
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and that the change produced a more 

accurate allocation with respect to:

A.
More sophisticated methods.

B.
Changing cost finding methods.

C.
Changing bases for allocating cost

centers or order in which cost

centers are allocated.

NOTE:
1.
Review the correspondence

with provider for the approval or

rejection of the order or basis of

allocation changes requested by the

provider.

2.
Particular attention

should be given to the Administration

and General cost center.

5.06
Based on discussion with appropriate provider personnel, observations during tour of facility and the facts that come to your attention during the course of the audit, determine if changes have been made in the provider's operation and/or plant layout that would require recognition in the cost allocation statistics.

5.07
Select several cost centers with high dollar impact and perform the following audit procedures:

A.
Test accumulation of statistics from source data.

B.
Discuss with departmental personnel methods employed in gathering statistical data.  Evaluate and comment.

C.
Discuss with departmental personnel their department's general operation
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to determine if the statistical basis used reflects actual operations.

D.
To the extent possible, test by measurement, observations, etc.

E.
Note that statistics reflect reclassifications made on trial balance of expenses, i.e., square footage, salaries.

5.08
Review the cost allocation to nonallowable cost centers to:

A.
Ensure that proper allocations of all applicable overhead costs were made to nonallowable cost centers.

 1.
Rental of hospital space;

 2.
Rental of quarters to others, other than employees;

 3.
Luxury room accommodations;

 4.
Gift shop, snack bar, coffee shop,

etc.;

 5.
Sisters' maintenance/nonpaid workers;

 6.
Idle facilities;

 7.
Research cost;

 8.
Physician private office;

 9.
Meals-on-wheels; and

10.
Any other nonpatient care related area.

B.
Compare the revenues received in the above cost centers with that of the direct
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and indirect costs to ensure that the monies received are comparable with the costs incurred.

5.09
Ensure that labor and delivery rooms' statistics are combined and review the allocation of costs to these units.

5.10
Where special care units exist in the facility:

A.
Review documentation relative to the special care units to insure that they include the following information for each special care unit:

1.
Written policies must be specific and include criteria for admission to and discharge from the unit.

2.
The unit must be equipped, or have available for immediate use, lifesaving equipment necessary to treat the critically ill patients for which it is designed.

3.
Registered nursing care must be furnished on a continuous 24-hour basis.

4.
A minimum nurse-patient ratio of one nurse to two patients per patient day must be maintained.

B.
Ensure that special care units are physically and identifiably separate from general routine patient care areas and ancillary service areas, and review the allocation of costs to these units.

PREMATURE NURSERY
5.11
A.
Where the provider has a premature nursery, verify that the following conditions are met before the costs/charges there-

5-50
Rev. 16


EXHIBIT 5 (Cont.)

12-85
HOSPITAL AUDIT PROGRAM


AUDITOR'S
PROCEDURE
   INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
of can be included as a special cost

center:

1.
The center must be a separate operating department within the hospital with separate nursing stations, call system hookup and their own equipment.

2.
The nursing staff assigned to the center must serve exclusively in the center.

3.
The center must be used exclusively for the treatment of babies requiring special care offered in the premature center.

4.
Separate admission and discharge records must be maintained for the center.

5.
The accounting system must be capable of properly allocating revenues and costs attributable to the center together with relevant statistical data to verify the basis of allocation.

B.
If all of the above conditions have been met, the premature nursery must be treated as a special cost center.

C.
If any of the above conditions are not met, the entire costs and revenues of the center must be included with nursery service.

D.
If it is established that the premature nursery charges and revenue should be included as a special cost center, ensure that premature nursery days are shown as special care days.
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5.12
Where the provider furnishes ancillary services under arrangements, review proper overhead allocation in accordance with regulations.

A.
Where the provider does not pay for the non-Medicare portion of services furnished under arrangements, determine that no indirect (overhead) costs have been allocated.  The overhead allocation should be corrected by eliminating the statistics for the affected cost center from the basis of allocation.

5.13
Where the provider has fragmented administrative and general expenses, perform the following:

A.
Review the applicable bases.

B.
Determine that all cost centers which are established can be broken out by the provider.

C.
Ascertain that allocations are being made to all user departments.

5.14
If the provider is a teaching facility, costs incurred in providing teaching programs are recognized under PPS.  Also, reimbursement is recognized under the first year of TEFRA for providers limited by the routine cost limits.  To ascertain that the computation of such payments under PPS and TEFRA are correct, determine that the calculation for interns, residents, and beds are accurate by performing the following audit steps:

A.
Determine if the hospital is either the legal operator of the education program or if it has been associated with the educational facility during a long standing arrangement.  If the hospital does not meet this criteria, interns and residents are not to be included in the count.

5-52
Rev. 16


EXHIBIT 5 (Cont.)

12-85
HOSPITAL AUDIT PROGRAM


AUDITOR'S
PROCEDURE
   INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
B.
Determine that the intern and resident count was made as of the last day of the provider's fiscal year.

C.
Review staffing schedules, payroll records or other supporting documentation to ascertain that interns and residents included in the census were at the provider's site.

D.
If the provider is a multi-facility provider, determine that interns and residents are not included in the census if they were working at another facility.

E.
Determine that interns and residents worked at least 35 hours per week if they were considered full time.  If they worked less than 35 hours, count them as one half full time equivalent.

F.
Verify the actual beds in use as of the last day of the provider's fiscal year.  Ascertain that the bed count does not include nursery beds, excluded units and beds not currently in use.

G.
Determine if the bed count agrees with the number of licensed and certified beds.  If it does not agree, reconcile the difference.

5.15
Write conclusion on the audit procedures performed.
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