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SECTION 2
REVENUE COMPARISONS AND TESTS
Regulation Reference:  42 CFR 405.406, 405.452 and 405.453

OBJECTIVE:
1.
To evaluate the data accumulation system and the charging practice of the provider to ascertain that it results in an equitable basis for apportioning costs.

2.
To ensure that the provider's charge structure is uniformly applied to all patients.  (All patients are billed the same rate for the same services and supplies.)

3.
To ascertain that all revenues are properly recorded and classified as to revenue cost centers.

4.
To determine the matching of revenue with cost is consistent.

5.
To ensure that there are no understatements or overstatements of revenues.

OTHER References:
HCFA-Pub. 15-I, §2102.3, 2202, 2203, 2205, 2302.6, 2604.3

Cost Report Forms:
HCFA 2552-83, Worksheet C

HCFA 2552-83, Worksheet D

HCFA 2552-83, Worksheet D-l Part l

HCFA 2552-83, Worksheet G-2

HCFA 2552-83, Worksheet G-3

Rev. 16
5-21

Exhibit 2 (Cont.)

HOSPITAL AUDIT PROGRAM
12-85

STEP
PROCEDURE

DESCRIPTION
AAUDITOR'S INITIAL
AND DATE
WP

REF

GENERAL










Before testing patient revenues (charges), the auditor should identify all specific categories of charges and costs that are used on the cost report, and should relate these to and become familiar with the provider's system of categorizing, recording and accumulating patient revenues (charges)








PATIENT REVENUES







2.01
Compare the patient revenues per financial statement with the patient revenues included in the cost report on Worksheet G-2, Part I, Column 3, Line 2l and compare charge data on Worksheet D, Columns 3 and 4 and lines as applicable with the intermediaries Provider's Statistical and Reimbursement Report (PS&RR).








A
Reconcile the differences and obtain explanations where necessary.








B.
For those variances noted, perform audit tests and procedures as considered necessary in the circumstances.












REVENUE DATA ACCUMULATION SYSTEM











2.02
A.
Review the provider's census-keeping statistics to ensure that the following are accurately reflected:













1
The provider's daily patient log and/or census record accurately record(s) the inpatient days accumulated for various categories of general inpatient days for all patients:






a
special care days;






b.
aged days; and






c.
pediatric days.
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2.
Newborn days were excluded from total inpatient days.









3
Days of care furnished patients admitted and discharged on the same day (including maternity patients incurring false labor) were included in the total inpatient days reported












4.
Maternity days have been recorded and used in the computation of nursing differential for each maternity patient admitted as an inpatient but occupying a bed in the labor room at the census hour.












5.
No duplication has been made in recording labor room days and maternity days.











B.
Test and verify the accuracy of the following statistical data used in settlement:












1.
patient days;












2.
charges;












3.
deductibles;












4.
coinsurance; and












5.
interim payments.











C.
Ascertain that the provider maintains a separate record for Medicare days and charges.











PROVIDER'S CHARGE STRUCTURE










2.03
A
Obtain copies of the provider's schedules of charges used in the period under audit and complete the steps below.  Where these are not available, inquire who has authority to
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establish patient charges and how these are determined.












1.
Determine that charges to Medicare and all other patients are proper, consistent and comparable.












2
Determine if the provider has any special charging arrangements (other than the regular schedule) with special groups, such as group practice prepayment plans or health maintenance organizations, which would affect the ratio of charges to charges applied to cost (RCCAC) application.  If so, determine if the revenues applicable to these arrange​ments should have been subject to "grossing up" for the purposes of the cost statement so that the amounts are comparable to the revenues generated by the regular schedules of charges.











B.
Review provider's charging practices and procedures for updating charges.  Determine that:












1.
Same charges are made to all patients, for like services.












2.
Rate increases become effective to all patients on same date.













Note
Certain third party providers have to obtain approval for changes which involve 30 days or more notice, thus timing of increases may not be uniform.












3.
Proper accounting was made for all in-patient/out-patient revenues.












4.
Proper matching of revenues and costs was made, especially in the areas of pharmacy and medical supplies.
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C.
Determine provider's policy with regard to charges for telephone, television, personal comfort items, private duty nurses and any luxury items.












1
If a separate charge is made, review daily revenue to determine that it has been properly excluded from patient care revenue.












2.
If charges are separately recorded, trace the charges to cost or revenue offset made on HCFA-2552-83, Worksheet A-8.











D.
Determine the provider's policy with regard to charges for noncovered items.  Test check to assure that beneficiaries are properly charged for noncovered services and supplies.











BILLING AND RECORDING PROCEDURES










2.04
A.
Select two day's patient billing forms for review and determine that uniform charging practices are maintained, especially in those ancillary departments that reflect either exceptionally high Medicare utilization, or where departmental costs are significantly higher than the charges.











B.
Select 2 day's charge slips for review and trace the data on the charge slips to the appropriate source documents.  The source documents may include patient registers, log books, ancillary daily reports of service, appointment books, patients' medical records, etc.












1.
Trace the data from the appropriate source documents to the charge slips and patients' accounts to determine that each patient is being charged for all services rendered












2.
Trace individual patients' charges for room and board, drugs, supplies and other special services to charge slips:
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a.
To determine that the charges (revenues) have been properly classified as to type of patient, e.g., Medicare, Medicaid, Blue Cross, private pay.












b.
To determine that the charges have been properly identified to the revenue producing departments initiating the charges.











C.
Select 2 day's remittance advices to test the provider's billing and recording procedures by performing the following audit steps.












1.
Verify that charges billed to all patients (as shown on remittance advice) agree with the patient ledger card and the PS&RR, or the Intermediary Paid Claims Report, whichever was used.












2.
Ensure that patients have been charged the proper number of daily room charges. Count the day of admission or day of discharge, but not both.












3.
Ensure that patients have been charged only for those ancillary services received as shown by medical records.












4.
Ensure that all types of patients are charged the same charge for similar services.












5.
Determine provider's policy for handling charges for no adjustment in-patient and out-patient claims.











D.
Determine how the provider is accounting for replaced blood pints.  Both program revenue and total revenue should be gross or net of any blood credits.
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E.
If the provider uses special surcharges (such as for equipment) for special care inpatient services, ensure that such surcharges are properly classified as special care rather than an ancillary cost center.











F.
For ancillary departments operating under a commission arrangement with the department heads, compare the departmental revenues recorded on the books with the revenues used to compute the amounts paid under the contractual arrangements.










2.05
To determine that the provider is uniformly applying charges, perform the following tests:











A.
Obtain copy of charge schedules of services. Where these are not available, ascertain who has authority to establish patient charges and how these are determined.











B.
Select a sample (at least 12 each) of Medicare and non-Medicare patients and obtain the medical records and patient account records.











C.
Verify that the patient charges shown on the account agree with the charge schedule (the medical record may be required to determine actual test or procedure performed).  Obtain explanations for any exceptions and determine if explanations are reasonable.  Where possible, documentation by medical personnel should be reviewed indicating unusual circumstances.











D.
If provider charges do not appear uniform or there is a weighting factor for specific categories of patients, propose adjustments accordingly.












REVENUE ACCUMULATION SYSTEM











A
Obtain a summary of revenues (both inpatient and outpatient) by month and by department and between Medicare and non-Medicare
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Compare totals between months and determine reasons for unusual variances.










B.
Test the accuracy and reliability of the provider's revenue accumulation procedures by selecting one day's revenue accumulation and performing the following audit procedures:











1.
MEDICARE AND NON-MEDICARE REVENUE






a.
Test clerical accuracy of daily charge summary.














b.
Trace a representative sample of charge slips to the revenue summary for the day selected as to the department charged and inpatient and outpatient classifications.














c.
In test b above, tie total revenue to charge slips for at least two major revenue producing departments.














d
Select a sample of 25 Medicare and 25 non-Medicare patients. Each group must consist of 15 inpatients and 10 outpatients.  Obtain the corresponding medical records and patient accounts and compare the charges to the uniform rate schedule in effect on the date selected.















NOTE:
Describe on workpaper how these representative samples in audit steps 1b and 1d were selected and basis of evaluation.














e.
Verify that patient charges as shown on the accounts agree with the charge schedule. Obtain explanations for any exceptions and determine if explanations are  reasonable.  If available, review documentation by medical personnel indicating unusual circumstances
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f.
Trace daily charge summary into monthly accumulation of revenue and trace accumulation by department into general ledger.













g.
Trace total charges from the monthly accumulation into accounts receivable control account in the general ledger.













2.
MEDICARE REVENUE













For the Medicare patients included in tests B-1(b) and B-1(d) above:














a
Trace the charge slips to the patient ledger cards, noting the following:
















(1)
Patient's name
















(2)
Patient's Health Insurance Benefit number;
















(3)
Amount and identification of charges and the department being charged;
















(4)
Date of admission; and
















(5)
Date of discharge.















b.

Compare the information in Medicare patients' accounts to the Medicare inpatients or outpatients billing forms.
















(l)

Refer to the Report of Eligibility HCFA-1453 and determine that the proper deductible and coinsurance amounts were charged to the patients and not to Medicare.  Also, ascertain that noncovered charges were excluded from Medicare revenues.
















(2)
Test the accumulations for the
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Proper segregation of Medicare and non-Medicare revenues (by departments) used in the cost report.















(3)
Test the providers' accumulations of deductibles and coinsurance (for both inpatients and outpatients), check the clerical accuracy and reconcile to the amounts reported on the settlement forms.














c.
Compare total Medicare charges per cost report to accumulated plan data. (Remittance Advice or PS&R Report)











2.07

Test the reasonableness of accommodation charges (revenue) in various departments.













A.
Routine Service (room and board) - relate percent of occupancy to maximum potential annual income and compare to recorded routine revenues.












B.
Special Care Units - compute special care patient days times special care per diem charge and compare to actual special care revenue.












C.
Nursery - compute per diem charge times nursery days and compare to actual nursery revenue.












D.
Delivery and Labor Rooms - compute charge data (per delivery or per hour) times related statistics (number of deliveries or hours) and compare to the delivery and labor rooms revenue and the appropriate costs of delivery and labor rooms.












E.
Other ancillary service tests - Where departmental charges are somewhat consistent to each test (e.g., EKG, EEG), relate actual to computed revenues.  Computed revenues can
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be determined by taking the number of occasions of service per test times the charge per test.













F.
Sub-Provider Unit - compute total patient days times the average rate and compare the result to the actual revenue reported.













G.
Determine explanation for significant variances and propose adjustments as required (relate these tests to the tests of patient day statistics since errors in statistics can affect this area).














NOTE:
Watch for reduced charges in one cost center being offset by increased charges in another cost center or a newly created cost center.














LOWER OF COST OR CHARGES











2.08

Ascertain the application of Lower of Cost or Charges:













A.
Determine if this restriction is applicable with the exception of public providers with nominal charges.













B.
Review provider's procedures for billing and collecting from other third parties and private patients to determine "customary charges".













C.
Where it is determined that provider's gross charges do not represent customary charges, determine on an overall basis that (inpatient and outpatient, ancillary and routine) the percentage "customary" charges are of gross charges.  Then, propose an adjustment to reduce Medicare revenue to customary charges using the percentage above for comparison with cost reimbursement.











2.09
Write conclusion regarding the uniformity of provider's charges.
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