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4118.
PROSPECTIVE PAYMENT SYSTEM (PPS) HOSPITAL AUDIT GUIDELINES

The Social Security Amendments of 1983 (P.L. 98-21) provide that effective with cost reporting periods beginning on or after October 1, 1983, Medicare's payment for Part A hospital inpatient operating costs will be paid under the prospective payment system (PPS) on a per discharge basis. Part A inpatient hospital operating costs include costs (including malpractice insurance costs) for general routine, ancillary, and intensive care-unit type services with respect to inpatient services. They exclude as pass-through items, capital-related costs, direct medical education costs, non-physician anesthetist costs, bad debts, and kidney acquisition costs.  Payments for pass through costs and Part B inpatient ancillary and outpatient services are paid retrospectively on a reasonable cost basis.

Included in the PPS Audit Guidelines are reimbursement issues directly affecting PPS payments. Review and document each area in your audit workpapers or provide an explanation as to why the item was not reviewed.  These review areas cannot be deferred for future audits.  Give items selected for audit, e.g., pass-throughs,  sufficient review time and attention to ensure their allowability in accordance with Medicare reimbursement policy.

Some reimbursement issues which are significant under cost based principles of reimbursement are not presented since they have a limited effect on PPS program payments.  However, since data from PPS cost reports are used to evaluate issues such as the PPS update factor, these issues may require audit priority.  Therefore, it may be necessary to audit other issues not addressed, to ensure the general accuracy and integrity of the PPS cost report.  To minimize the audit effort expended on these issues, limit your investigation of Worksheets A-6 and A-8 variances to those which equal or exceed 25 percent or $20,000 (whichever is greater).  Furthermore, do not pursue a variance that is less than 1 percent of total operating costs.  If you elect to perform a variance analysis of Worksheet A, use this same criteria (25 percent or $20,000, whichever is greater but not less then 1 percent of total operating costs) to identify the cost centers to review.

The PPS Audit Guidelines (See Exhibit A §4198) are not all inclusive and are used in conjunction with the current Uniform Desk Review Program, Hospital Audit Program and the Medicare Provider Statistical and Reimbursement System (PSRR).  (See §§4100ff., 4300ff. and 4400ff. as well as Form HCFA-339, Provider Cost Report Reimbursement Questionnaire (PRM 15-II, §1100).)

4118.1  Uniform Provider Statistical and Reimbursement System (PSRR).--The Medicare PSRR provides statistical data about Medicare dollars remitted by an intermediary to hospitals and other providers.  This information is displayed on detail and summary reports, and produced upon request from your systems department.  You must have the PSRR system implemented for utilization of data for purpose of final settlement of cost reports effective for cost reporting periods beginning on or after January 1, 1989.
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Detail and statistical summary reports year-to-date (YTD) on claim (HCFA-1450) activity are used by you and providers for accounting and auditing purposes.  Fill out a written request form directed to your systems department for the provider's report information you desire from the YTD Provider Summary File for cost report settlement.

Provider Summary Reports are the main output of the PSRR System. (See Part 2, §§2241-2245.) They are produced from the YTD Provider Summary File and contain information required for each provider for cost report settlement and HCFA reporting purposes.  All data captured by the PSRR system through the last monthly update is included.

Once the appropriate job has been run (either MD411OAR or MD4305AR depending upon reports requested), up to four reports may be produced.  The Provider Summary, and DRG Summary (for PPS hospitals) and Outpatient Clinical Lab Reports, (if applicable) will always be produced plus one of the last two listed:  

o
Provider Summary Report:  Summarizes claims data and other information required for the Medicare Cost Report and HCFA reporting purposes.

o
DRG Summary Report:  Summarizes PPS data by DRG--Federal Portion, Hospital Specific Portion and Outliers

o
Clinical Lab Report:  Summarizes, by HCPCS with Revenue Code, information on total charges billed and total reimbursement

o
Payment Reconciliation Report:  Shows the detail for each claim (HCFA-1450) accepted by the PSRR system.

o
Control Reports:  Shows the results of the user's corrections to the Provider Summary File, Revenue Code Summarization Table, and Provider Table.

If there were errors on the Parameter Selection Card, the Parameter Error Report will be produced. If there are no data for the requested provider, a No Reports Listing will be produced.
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