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AUDIT SECTION

AUDIT PROCEDURE REFERENCE
Review Extent of Therapy Services
 17.01

Determine Hourly Salary Equivalency and

    Travel Allowance Rates
 17.02

Review Therapist Contracts
 17.03-17.05

Review Internal Audit WPs
 17.06

Review CPA's WPs
 17.07

Nonallowable Travel Allowance
 17.08

Rural Providers
 17.09

Other Therapy Allowances
 17.10-17.12

Conclusion
 17.13
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SECTION 17
PHYSICAL THERAPY AND OTHER THERAPY SERVICES
Regulation Reference:  42 CFR 405.432

GENERAL:
Under the regular Medicare payment system, a provider is reimbursed for the reasonable costs of services provided by physical, occupational, speech and other therapists for services performed. The cost is limited to:  (1) amounts equivalent to the salary and other costs that would have been incurred by the provider if the services had been performed in an employment relationship plus (2) an allowance to compensate for other costs incurred in furnishing services under arrangements.  In the audit steps which make up this section, a step may not address a specific type therapy but it should be noted that it applies to all type therapy.  

OBJECTIVE:
1.
To determine that the provider is not reimbursed costs for therapy services in excess of the cost that would be incurred in an employment relationship.

2.
To determine that costs for outside therapy services do not exceed the limits established by HCFA.

OTHER REFERENCES:
HCFA-Pub. 15-I, §714

HCFA-Pub. 13-2, §2138

Cost Report Forms:
HCFA-2552-83, Worksheet A
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17.01

Meet with appropriate provider personnel to 

determine the extent of therapy services provided by outside suppliers.  The following data should  be obtained through discussion with the provider.

A.
Type of therapy services furnished by outside

suppliers.

B.
The extent of full time or regular part time

services.

C.
The extent of limited part time or intermittent

services.

D.
The existence of contracts between the provider

and outside supplier.

E.
Type of accounting records maintained for

recording costs incurred for services

furnished by outside suppliers.

F.
A master listing of outside therapists.

17.02`
Determine the adjusted hourly salary equivalency amount and the standard travel allowance in effect for the hospital under audit.

17.03
If contracts exist between the provider and outside supplier, obtain the contract file and perform the following audit procedures:

A.
Prepare a worksheet listing:

1.
Therapist name;

2.
Type therapy provided;

3.
Classification as to full or part time;

4.
Hourly salary equivalency amount;

5.
Amount of travel allowance; and

6.
Amount of other expense claimed.
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B.
Based upon the therapist's classification

as to full time or part time, select 2 months

charges for review and determine the 

following:

1.
Number of hours the outside supplier 

worked at the hospital.

2.
Number of days the outside supplier was

on site.

3.
Costs associated with equipment and

supplies owned or provided by the

therapist.

4.
Cost and hours worked by physical therapy assistants or aides furnished by the outside supplier.

5.
Hours worked in excess of the normal work week.

6.
Hourly salary equivalency rate paid.

7.
Travel allowance rate paid.

17.04
If a contract does not exist between the provider and therapist, determine if the provider has a master listing of outside therapy providers.  If a master file is not maintained, meet with appropriate provider  personnel in the hospital's therapy departments and obtain the names of outside suppliers.

17.05
From the listing of outside suppliers obtained in audit step 17.04, select 2 therapists from each therapy category.  For the therapists selected for review, perform the following audit steps.

A.
Obtain the cash disbursements journal and 

select 2 months disbursements for review.

B.
Review the disbursements journal to determine

the amounts paid to the therapists selected
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for review.  Trace back to the invoice

presented for payment.

C.
Prepare a worksheet and, from the invoice

presented for payment, list the information as

outlined in audit step 17.03 B, 1 through 7.

17.06
Through discussion with provider personnel, determine if an internal audit was recently performed on the cost of outside therapy services.  If so, request the workpaper file and review the workpapers noting any areas covered which would be of value in performing the audit.

17.07
Through discussion with personnel from the provider's CPA firm, determine if any recent review was made of costs of outside therapy services.  If so, request that the workpapers be made available for review.  Review the workpapers and abstract any data which would be of value in the review.

17.08
When reviewing costs paid for outside therapy services, ascertain that no travel allowance was paid for therapy services performed at the site of the contracting supplier.  Also, determine that no

travel allowance was paid for a therapist who performs only administrative duties in the capacity of an Administrator of a contracting organization.

17.09
If the provider is a rural provider, it may require

the services of a therapist on a limited part-time

or intermittent basis because of the size of the

facility.  In these instances, costs for therapy

services may be evaluated on a reasonable rate per

unit of service.  If the hospital is in this category, perform these audit steps.

A.
Determine that the contract between the

facility and the outside supplier provides

for a method of payment based on a rate

per unit of service.

B.
If the contract does not include this

provision, determine that reimbursement did
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not exceed the guidelines established by

HCFA for the hourly amounts plus other

allowable costs.

17.10
Determine if the outside therapist, in addition to the hourly salary equivalency amount and travel allowance, claimed any other allowances listed below.

A.
Equipment - an additional allowance may be given for depreciable equipment remaining at the provider site and for equipment not remaining at the site.

B.
Leased equipment - an allowance may be made for depreciable equipment that is leased or rented by the outside supplier.

C.
Repair and maintenance costs.

D.
Supplies - actual reasonable direct and indirect costs of any supplies furnished for direct patient care are allowable.

17.11
If the outside therapist claims reimbursement for

any of the items listed in audit step 17.10 A 

through D, he must maintain proper records and

provide adequate documentation to support the 
cost claimed.  If the review disclosed therapists 
who claimed such costs, request documentation to

support the amount claimed.

17.12
Determine if the outside therapists claimed costs

for physical therapy assistants and aides, and

respiratory therapy aides and trainees.  If so,

determine that the hourly rate paid to aides and

trainees is comparable to the rate paid the 

provider's employees of comparable classification

and qualification.  Also, determine that the

hourly rate paid assistants is the going rate paid

by providers in the area to salaried physical

therapy assistants.

17.13
Write a conclusion on audit work performed.
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