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PROVIDER NO:
                   
REVIEWED BY:
                       
PERIOD ENDED:                   
DATE REVIEWED:                      
AUDIT SECTION
AUDIT PROCEDURE REFERENCE
Review of Files
4.01-4.03

Review of Current Year Receipts
4.04-4.06

Prior Year Carry Forwards
4.07

Special Purpose Funds and 

  Public Health Service Grants
4.08-4.09

Transfer of Funds
4.10

Vendor Dealings
4.11-4.12

Community Fund Agencies
4.13

Documenting Grants
4.14

Conclusion
4.15
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HOSPITAL AUDIT PROGRAM
12-85

SECTION 4
GRANTS, GIFTS AND INCOME FROM ENDOWMENTS
Regulation Reference:  42 CFR 405.406, 405.423, 405.427 and 405.453

OBJECTIVE:
1.
To determine that expenses are net of recoverable amounts received from outside parties in accordance with Medicare regulations.

2.
To ensure that donor-restricted gifts, grants and income from endowments for paying specific operating costs have been deducted from those costs in the proper reporting period.

OTHER REFERENCES:
HCFA-Pub. 15-I, §600

Cost Report Forms:
HCFA-2552-83, Worksheet A-8

HCFA-2552-83, Worksheet B

HCFA-2552-83, Worksheet F Part I

HCFA-2552-83, Worksheet G

HCFA-2552-83, Worksheet G-1

HCFA-2552-83, Worksheet G-2

HCFA-2552-83, Worksheet G-3
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AUDITOR'S
PROCEDURE
   INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
4.01
Request details of all new and ongoing grants, gifts and income from endowments affecting the cost report under review.  Extract copies of documents where appropriate.

4.02
Examine correspondence on major contributions to determine whether there are any restrictions on the use of the assets contributed.  Extract copies of letters and documents where appropriate.

4.03
Review the provisions of the original document of restricted grants, gifts and income from endowments and determine if changes have been made from restricted to unrestricted funds.

4.04
Determine if any significant grants, gifts and income from endowments were received during the current year.

A.
Analyze the significant grants, gifts and income from endowments for proper classification as to restricted or unrestricted.

B.
Ensure that adjustment to cost has been made for each restricted grant, gift and income from endowments in the proper cost reporting centers.
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AUDITOR'S
PROCEDURE
   INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
4.05
Determine if there were restricted funds received during the current year which may be offset against operating costs.  Ensure that such restricted gifts, grants, etc., are offset against expenses.

4.06
Determine whether grants, gifts and endowment income received that are donor restricted are for:

A.
Specific operating expenses within a particular cost center.  Ensure that offset has been made from that particular cost center or group of expenses in the appropriate cost reporting period.

B.
Operating costs of an entire cost center.  Ensure this offset has been made from that particular cost center in the appropriate reporting period.

C.
Capital Expenditures.  Vouch major expenditures from special funds to ascertain which should be considered in the determination of allowable cost.

4.07
Ensure that any carry forwards from prior periods (excess of donor restricted grants, gifts or endowment income over costs) were applied as a reduction to current year's costs.

4.08
With respect to special purpose funds, ensure that all direct and indirect costs are being appropriately allocated to those 
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AUDITOR'S
PROCEDURE
   INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
funds to which the activities are

related.

4.09
If the provider received any Public Health Service Grants, ensure that there is no duplication of recovery of the cost incurred by the provider.  Obtain copies of all relevant material needed in determining the nature of the grant:

A.
Grant Application;

B.
Grant Approval;

C.
Public Health Service Announcements;

D.
Interim Expenditure Report;

E.
Correspondence; and

F.
Board Minutes.

4.10
Review the transfer of funds to a provider by another component of the same entity which does not exercise fiscal control over the provider in accordance with HCFA Pub. 15-1, §§604, 606 and 607.  Ensure that such transfers are not considered as grants or gifts affecting program reimbursement.

4.11
Determine whether donations to providers for supplies and/or space are accounted for in accordance with HCFA Pub. 15-I, §§608 and 610.  If received from a related organization, include cost under 42 CFR 405.427 through the allocation of such cost to the provider under an approved format.
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AUDITOR'S
PROCEDURE
   INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
4.12
Determine that gifts and donations received from vendors are handled as discounts. 

4.13
Determine whether or not contributions from community fund monies (e.g., United Fund, Community Chest) are affected by the restrictions of HCFA Pub. 15-I, §614.

4.14
Some grants may not have written understandings supporting them.  These should be documented in the working papers through discussion with provider or donor(s).

4.15
Write a conclusion on audit procedures performed.
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