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4303.
AUTOMATED DESK REVIEWS

Automated Desk Review (ADR) programs may be used to perform all or part of the mathematical verification and comparative analysis.  They may be in-house programs or leased from ADR vendors.  In all cases, ADR programs must meet the standards outlined below and perform, as a minimum, the tasks required for clerical desk review.

o
The ADR must be based on a program approved by HCFA for the preparation of cost reports.

o
To the extent utilized, ADR must comply with all specifications contained in §§4301 and 4302.

o
The ADR must have the capability of generating the data required for the Hospital Cost Report Information System (HCRIS). See §§4020ff. for these specifications.

4304.
PROFESSIONAL DESK REVIEW INSTRUCTIONS

You may expand the reimbursement issues covered by the professional review to cover additional issues that warrant desk review as a result of professional review.  (See §4104.1.) The individual review steps for each reimbursement issue may be expanded or omitted as necessary to address the specific circumstances.  The professional review serves as a basis for determining the need for audit and establishing the scope of audit.  Consequently, any changes to the professional review portion of the uniform desk review program must be designed for this purpose.  In addition, limit any changes to the professional review to the information readily available in the cost report and prior audit files, if any, and in the provider permanent reference files in addition to the Provider Cost Report Reimbursement Questionnaire (HCFA-339).  Minimize any data collection effort beyond the professional desk review.  Consider the provisions of both TEFRA and PPS and the effects they have on reimbursement.

The professional desk review is an analysis of the cost report and the provider's background to determine whether field audit is necessary.  Part I creates and documents an immediate awareness of changes, open issues and referrals.  The reviewer has available for the professional desk review the following items:

o
Current Year Cost Report.

o
Provider Cost Report Reimbursement Questionnaire (HCFA-339).

o
Provider Permanent Reference File.

o
Working Trial Balance.

o
Financial Statements.

o
Prior Year's Cost Report.

o
Prior Year's Audit Notes.

o
Prior Year's Audit Adjustments.

o
Current Appeal Issues.

o
In-House Computer Statistical Printouts (PS & R).

o
Supporting Workpapers from the provider required

with the submission of the cost report.

o
Prior Year Audit Workpaper Files.
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o
Base Year Cost Report for PPS or TEFRA.

o
Home Office Cost Statement for Current and Prior Year.

The professional desk review is comprised of two parts.  Part I, the professional preview, lists a series of questions, which when completed, may allow you to determine whether audit is necessary or may be waived.  Complete Part II only when the results of Part I indicate that a more comprehensive review is necessary.  

The process begins after the cost report has been received, reviewed for completeness and accepted. Assign the cost report to a highly experienced professional accountant to perform the professional desk review.  The clerical desk review may be performed before the professional reviewer starts the review of the cost report or at any other time prior to the completion of the professional review.

The Provider Cost Report Reimbursement Questionnaire Form HCFA-339 (See HCFA Pub. 15, Part II, Chapter 11) pertains to changes in a provider's operations and is used to update the permanent reference file.  Whenever a change does occur, the provider submits a copy of the appropriate supporting documentation according to the submission requirements established with you.  In this way you are alerted to changes which impact upon reimbursement.  The reviewer uses the questionnaire to become more familiar with the provider's operation and general profile, to more effectively identify problem areas, and to determine the direction of the desk review or field audit, if necessary.

The Provider Reimbursement Manual, Part II (HCFA Pub. 15-II), §306, requires all providers filing cost reports on Form HCFA-2552 to submit a copy of the working trial balance annotated by the provider account numbers which links the cost report with the provider's accounting records and financial statements.  Scan the working trial balance looking for many types of indicators.  At a minimum, the working trial balance may disclose:

o
New or deleted accounts

o
Cost and revenue trends

o
Cost and revenue shifts

o
Changes in account structure

o
Changes in cost center structure

These and many more possible financial disclosures furnish a basis for determining the need for additional indepth analysis.

Where financial statements are available, they may serve as a direct source for identifying problem areas in the current cost report.  The desk review process is a search for compliance in applying the principles of reimbursement.  Consider prior year's audit referrals and prior year's audit adjustments for possible applicability to the current cost report.  The purpose is to review the prior year's audit notes and adjustments for awareness and to decide if these are applicable to the current year cost report, if they are identifiable in the cost report, and if they are properly reflected therein.
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The appeal issues to consider are both those in which the provider is currently involved, and national and/or group appeal issues in which the provider is not currently a party but could possibly apply. Decide after reviewing the current cost report if the appealed cost items are correctly treated.

After considering the foregoing and properly documenting the analyses through brief notations of potential exceptions, make a decision about the next step to perform on the cost report.  Base the audit selection process described in §§4104.3 and 4104.4 on the results obtained from performing Part I and/or Part II of the UDR.  Consider budgetary audit priorities as established in the audit priority matrix.  (Refer to §4013).

The audit/waive, audit determination in Part I may be made based upon the results of the questions in Part I and conclusions listed in Exhibits F and H.  Part I provides questions concerning the completion of Form HCFA-339.  It includes cost report data comparisons in addition to the review of the working trial balance and financial statements.   Use Exhibit G to provide your rationale for audit/no audit determination, and Exhibit H to establish parameters which may be applied as a further basis for waiving the audit of cost reports. The cost report may be sent directly to audit after completion of Part I.

Complete Part II where the completion of Part I does not allow you to reach an audit/no audit determination.  Consider Part II in scoping of audits determined to be necessary from Part I.  The various review areas in Part II are in two different formats:   worksheets and checklists.  The nature of the information available to you for review dictates the review approach.  The worksheets analyze financial and statistical information readily available in the cost report and related supporting documentation you maintain.  Complete all worksheets, where applicable.  The review areas that utilize worksheets are:

o
Malpractice Insurance

o
Analysis of Cost of Services From Related Organizations

o
Reimbursable Bad Debts  

If you determine that it is necessary to complete Part II, base the audit determination upon the summary of those items listed in Exhibit 26. 

The review steps represent the minimum consideration to be given to particular reimbursement issues.  The review steps lead an experienced reviewer into the various reimbursement aspects and/or concepts associated with the issue.  As you complete the review steps, initial them and describe the results under "Remarks."

The following instructions pertain to the specific professional desk review areas  located in Part II of the professional desk review:

A.
Financial Data and Reports, Page 4-46.--Establish the degree of reliance that can be placed on the provider's records used to prepare the cost report based on your analysis of the financial statements and prior experience with the provider.  Assess any possible effect on the cost report of an opinion other than "unqualified."  Analyze financial information and its relationship to the cost reports with the objective of identifying inconsistencies, unreconcilable differences, reimbursement issues, etc.  Analyze the footnotes to identify disclosures that have possible effects upon reimbursement and the provider's ability to
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prepare a proper cost report.  The degree to which this review can be carried out depends upon the nature of the provider's financial statements (audited, reviewed, compiled), the type of opinion and the type of audit report issued by the provider's accountant, if any.

B.
Trial Balance Analysis, Page 4-46.--The working trial balance is the instrument that links the provider's cost report with the financial records.  Within the accepted definition of a working trial balance, you should be able to perform these steps as a minimum.  Note and refer for additional evaluation any difficulties or deficiencies encountered during this analysis under REMARKS.  Use the working trial balance to supplement the analysis of other professional desk review areas and to assist in the identification of significant cost variances noted from the comparative analysis of the clerical desk review.  Emphasize the identification of nonallowable cost(s) and their proper reclassification to a nonreimbursable cost center.

C.
Capital Related Costs, Page 4-48.--The consideration outlined in the review steps together with the information on capital related costs obtainable through the working trial balance, financial statement, footnote disclosures and the cost report is sufficient to evaluate the adequacy of the handling of these costs for reimbursement purposes.  Cost trends are ascertainable from the cost report and working trial balance and the application of key reimbursement issues can be obtained from the financial statement footnotes and the Provider Cost Report Questionnaire, HCFA-339.  Refer any inconsistent or aberrant circumstances for further review.

When reviewing capital related costs consider the effect the TEFRA's and PPS' provisions upon them.  Capital-related costs include depreciation, leases and rentals for the use of facilities and/or equipment, interest incurred in acquiring land or depreciable assets used for patient care, and insurance and taxes on land or depreciable assets used for patient care.  TEFRA and PPS require the provider to remove capital-related costs from the base year cost report.  They also require that a provider treat capital-related costs incurred by a related organization as capital-related costs of the provider.  (Refer to HCFA Pub. 15-1, §2802, and HCFA Pub. 15-2, §A.306).  Therefore determine if significant deficiencies exist between the prior year and current year capital-related costs by performing review step 5.  

D.
Gain or Loss on Sale of Assets, Page 4-51.--The objective of this review is to reconcile the sale of assets that affect reimbursable cost to the financial statements. Through financial statement disclosures you may be able to assess the propriety of the handling of gains or losses on the cost report.  The trial balance may also aid in the reconciliation.  Throughout the review, consider prior experience with the provider in fixed asset and equity accounting.  Assess the extent of assets sold and the nature of the sale for a potential change of provider ownership.  If there is any indication of a change of ownership through the sale of assets, refer the issue to audit.

Assess the significance of the excess depreciation to be recovered as a result of a sale or disposal of fixed assets.
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E.
Interest Expense, Page 4-52.--The nature of the terms of the loan agreements and the relationship of the parties thereto is essential to the analysis of interest expense. Give particular attention to any problems in prior periods experienced in the determination of allowable interest expense.   This review, together with the analysis of interest expense on the working trial balance, should furnish sufficient indication (if appropriate) of the need for further audit review.

The objectives of review steps 2 and 3 are to alert you to situations of particular interest for reimbursement purposes.  Where, in your opinion, the amounts are significant or are from new agreements, refer them for further review.

TEFRA and PPS require that capital-related costs, which include interest incurred in acquiring land or depreciable assets used for patient care, should not be included in inpatient operating costs.  Therefore, consider these provisions when reviewing interest expense.

F.
Malpractice and Other Insurance, Page 4-54.--The objective of this review is to establish for new or amended coverage that the conditions for reimbursement are met and the rules for apportionment of malpractice insurance cost are properly applied. Questions 1 through 4, and 6, apply to all provider cost reports.  Analyze them whenever the provider indicates changes in insurance coverage.  Question 5 applies to direct apportionment of malpractice insurance cost on the cost report form.   Analyze it only as a part of the review of those cost reporting forms.

The variance analysis displays the effects of shifts in paid malpractice losses from one period to the next on the portion reimbursable by the Medicare program.  Assess the interrelationship of lines 1 and 2 in column 5 as a basis for making a decision for additional review work.

G.
Deferred Compensation, Page 4-57.--The review is intended to establish that a new or amended plan meets the criteria for being a formal plan.  Where it is a formal plan, ensure that it qualifies by meeting the program requirements for past services liabilities, funding and vesting.  All provisions under review step 2 must be met for the contributions to the plan to be allowed.  If they are not met, or it is not ascertainable from the plan that they are all met, the plan does not qualify as a formal plan.  Refer the issue to audit to determine and disallow the amount of contributions included in the cost report.

If, under review step 3, you establish that the program requirements for past service liabilities, funding or vesting are not met, refer the issue to audit for verification and to determine the amount of contributions included in the cost report.  Audit verification that program requirements are not met will result in the disallowance of the cost.

If you establish that the plan is a formal plan and the requirements for past service liabilities, funding or vesting are met, make a decision on the need to audit for the reasonableness of the amounts included in the cost report.  Base this decision on your prior experience with the provider on "reasonableness" issues.  If you have none, or only insignificant experience with the provider incurring out-of-line costs, in this or other reimbursement areas, you may reasonably defer review on the contributions. 
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H.
Payments By Primary Payers, Where Medicare Is Secondary Payer (MSP), Page 4-59 - MSP amounts must be correctly stated on the cost report.  In most instances, MSP overpayments have occurred because the hospital billed both Medicare and another third party payer when the latter is the primary payer. Payment was made by the insurance company and credited to the patient's account as was the Medicare payment.  The additional payment is to be returned to the Medicare Trust Fund, inpatient Part A or outpatient Part B, whichever is applicable.  (See HCFA Pub. 15-II, Chapter 15 and HCFA Pub. 13-3, §§3680-3685 and 3693H.)

I.
Educational Activities, Page 4-60.--You maintain a permanent file of approved educational activities at each provider through information furnished with the cost report reimbursement questionnaire.  Comparison of educational activities from one year to the next should alert you to expected changes in cost as reported on the cost report.  All educational activities claimed for reimbursement must be supported by approvals and/or renewals.  Otherwise, refer the issue to audit to determine the amount to be disallowed.

When reviewing costs for educational activities, consider the effect the TEFRA and PPS provisions have upon educational costs in the base year cost report.  Medical education costs of approved paraprofessional medical education and other approved programs are often expensed directly in department cost centers and cannot be separately identified based on the provider's cost report.  TEFRA and PPS require the provider to remove educational costs from routine cost to be paid as a pass-through.  Therefore, determine if significant deficiencies exist between the base year and subsequent year educational activities costs by performing review steps 3 through 6.

J.
Kidney Acquisition Cost, Page 4-63.--Test the cost incurred for kidney acquisition for certified renal transplant hospitals because it is a pass-through cost for providers reimbursed under PPS.  For other providers, reimbursement for cost incurred for kidney acquisition is obtained through the sale of excised kidneys to other hospitals or organ procurement agencies (OPAs).  Medicare does not directly reimburse these providers.  Determine if costs are out-of-line through comparative analysis of prior years costs.

K.
Hospital Outpatient Costs, Page 4-64 - Since outpatient Part B costs are not reimbursed under PPS, cost shifting toward the outpatient areas may occur.  To the extent possible, compare allocations and other data for propriety and reasonableness in accordance with program guidelines. Compare costs of outpatient departments and allocation statistics to prior years costs and statistics.

L.
Cost of Services from Related Organizations, Page 4-65.--Perform the variance analysis to determine new or deleted services and to evaluate the reasonableness of the cost of services from related organizations.  The variance tolerance for further review is the same as determined for the variance analysis performed in the clerical portion of the UDR program.  

Base the audit decision on prior experience when the provider converts charges to cost for services rendered by related organizations.  If adjustments resulted in the prior year's audit of the conversion to cost, consider the potential for making adjustments on the current cost report.  Also consider the applicability of the rules concerning nonallowable cost report entries (HCFA Pub. 15-I, §2425.1) where the same adjustments appear in subsequent cost reports.
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If the provider does not convert charges to cost and was not granted an exception, disallow the entire amount of charges claimed in the cost report.  Do not audit to establish the cost.

M.
Home Office Costs, Page 4-67.--Providers are required to submit home office cost statements in support of home office cost and/or home office equity capital claimed on the cost report.  If the home office cost statement is not furnished, reduce the home office costs pending receipt of the cost statement.  Delete the home office cost only if the provider refuses to submit the home office cost statement.

Perform the resolution of significant variances of home office cost as the home office designated intermediary only where the entries on the cost report reconcile to the home office cost statement.

N.
Home Office Cost Allocations, Page 4-68 - Methods of allocating pooled home office cost could result in an overstatement of reimbursable home office costs to owned patient care facilities and an understatement of costs to managed facilities and nonpatient entities.  Home office pooled cost is allocated to the patient care facilities, owned and managed, and the nonpatient care entities on the basis of accumulated costs per the Trial Balance.  Limit the provider's home office cost allocation to the amount related to allowable provider activities (i.e., allowable accumulated cost).  Ensure that accumulated costs of owned patient care facilities are not improperly inflated to cause less home office cost to be allocated to managed facilities and nonpatient entities.

O.
Start-Up Costs, Page 4-69.--Audit initially the start-up costs of new providers or new facilities of an existing provider.  Consider any possible continuing problems with the cost treatment for these costs.  In addition, consider the treatment of unamortized start-up cost upon the withdrawal of a provider from the program.

P.
TEFRA Cost Limits, Page 4-70.--Consider the estimated effects of any adjustments to cost proposed at this point of the desk review when evaluating limitations on coverage of cost.  In addition, verify that proper cost limits are applied in the cost report by reconciling the published limits in effect for the cost reporting period. 

Q.
Purchased Services, Page 4-72.--The objectives of this review are to establish the propriety of the method by which the provider obtains reimbursement for these services and to assure that it has been consistent in the application of cost between the base year and subsequent periods.  The services covered by this review include both administrative and direct patient care.  Direct patient care does not include provider-based physician services.  These are reviewed separately.

The adjustments for therapy cost referred to in review step 2 are those amounts in excess of published limitations. Perform review step 3 only where you note from the provider cost report reimbursement questionnaire that the provider has entered into new or modified agreements for services.
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R.
Reconciliation of Provider Payments and Reimbursable Bad Debts, Page 4-74.--Refer to audit reimbursable bad debts where the amount claimed in the cost report exceeds 10 percent of the total deductibles and/or coinsurance billed to Medicare beneficiaries.  In addition, refer reimbursable bad debts to audit when the amount of reimbursable bad debts claimed by the provider increased in the current period over the prior period in excess of the tolerance calculated for the comparative analysis performed in the clerical portion of the desk review.  The primary objective of audit is to evaluate the provider's accounts receivable collection efforts.  Undertake verification of reimbursable bad debts where you establish that possible record keeping problems exist through other areas of the desk review.

S.
Provider-Based Physicians - Reasonable Compensation Equivalents (RCEs). Page 4-76. --The objective of this review is to obtain an understanding of the physician rationale through a review of the physician agreements in effect during the cost report period.  Verify the application of the rationale in the provider-based physician schedules submitted with the Cost Report Reimbursement Questionnaire (HCFA-339).  Reconcile the adjustments for the professional components summarized on the provider-based physician schedules with the adjustments made to expenses on the cost report.  

RCE limits are applied to physician compensation paid by the provider for provider services rendered by the physician.  The Medicare cost report applies the RCEs to the provider complex and, after cost allocation, brings a proportionate share of any disallowance back into Part A inpatient cost for inpatient services subject to PPS.  After the provider and professional components of the physician compensation have been verified, reconcile the Provider Cost Report Reimbursement Questionnaire (HCFA-339) for physician data to the physicians' Part A hours as indicated in the cost report or to the physician time allocation reports.  Review RCE calculations contained in the cost report. (See HCFA Pub. 15-II, Chapter 11 for the Form HCFA-339, Exhibits 2 through 6A). Analyze the entries on the provider-based physician schedules for mathematical accuracy, propriety and reasonableness.

T.
Return on Equity Capital, Page 4-78.--Consider continuing open issues with the provider's determination of reimbursable return on equity capital to establish whether the current cost report is affected by them.  Handle nonallowable cost report entries appearing in the cost report in accordance with the instructions pertaining to cost reports filed under protest in HCFA Pub. 15-II, §115.  To the extent possible, establish the propriety of the equity capital balance by reconciling this amount with the financial information available from the working trial balance and the financial statements.  Verify that the proper rate(s) of return is used in the equity capital computation. 

U.
Pension Plan, Page 4-79.--The review is intended to establish that a new or amended plan meets the criteria for being a formal plan, and meets the requirements for past service liabilities, funding or vesting.  All provisions under review step 2 must be met in order for the contributions to the plan to be allowed.  If they are not met, or it is not ascertainable that they are met, the plan does not meet program requirements. Refer the issue to audit to determine and disallow the amount of contributions included in the cost report.
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If, under review step 3, you establish that the program requirements for past service liabilities, funding or vesting are not met, refer the issue to audit for verification and to determine the amount of contributions included in the cost report. Audit verification that program requirements are not met results in the disallowance of cost.

If you establish that the plan is a formal plan and the requirements for past service liabilities, funding or vesting are met, decide whether to audit for the reasonableness of the amounts included.  Base this decision upon your prior experience with the provider on "reasonableness" issues.  If you have none or only insignificant experience with the provider incurring out-of-line costs, in this or other reimbursement areas, you may reasonably defer review on the contributions. 

V.
Lower of Cost or Charges, Page 4-81.--Consider the estimated effects of any adjustments to costs and/or charges proposed at this point of the desk review when evaluating the application of the lesser of cost or charges.  Verification of LCC recovery computations referred to in review step 3 are for TEFRA cost reports.

W.
Cost Not Related to Patient Care, Cost Offsets, Income Offsets, and Nonreimbursable Cost Centers Page 4-82.--Consider potential problems identified through the review for the listed items when the associated amounts are significant.  Where the potential problem arises from a new or amended agreement, analyze the documents for acceptability (e.g., franchise or management contracts).  Other potential problems may be prior period adjustments or referrals, e.g., the provider claims nonreimbursable taxes such as Federal Unemployment Tax for hospitals exempt from federal income taxes under §501(c)(3) of the IRS code.  The information necessary to address these issues should be readily available from the permanent reference files and/or prior audit files (if any). 

All required cost and income offsets should be properly made, and nonreimbursable cost centers established where required.  Improper reimbursement results from failure to adjust cost.  Examples of cost offsets are patient telephone costs, patient television cost, rental space by suppliers, advertising cost, contributions, ambulance and cost of drugs sold to employees.  Some common income offsets are trade or quantity discounts, rebates or refunds, subsidies, tuition, parking lot revenue, and revenue from employee meals.

Nonreimbursable cost centers include gift shop, flower shop, coffee shop, research, maintenance of nonpaid workers, fund raising, physician private offices, and visitor meal costs.

X.
Allocation Statistics, Page 4-84.--The review is intended to establish that there is consistency in the display and method of reporting statistics by the provider.  Consider prior experience with the provider in the resolution of any problems with the allocation statistics.  Determine that the basis of allocation compares with the prior year and that there has been no change in the sequence of allocation from the prior year.  Where there are variances in allocation, reclassifications or adjustments, refer for further review.
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Y.
Medicare Discharges, Page 4-85.--Determine the accuracy of the Medicare discharge data used for the payment of reimbursed cost.  Compare Medicare discharges shown on the provider cost report with Medicare discharge data maintained in your bill processing system.  Where there is a significant difference attributable to factors other than to the late submission of discharge bills or other known problems, refer to audit.

Z.
Leased Facilities, Page 4-86.--Evaluate whether lease payments for the use of providers are reasonable.  Use prior experience and judgement to make a decision regarding the reasonableness of lease payments.  If they appear excessive, refer to audit. (There is concern that lease payments may be unreasonable and that providers expense payments for goodwill or going concern value by including them in lease expense. Evaluate for any deficiencies.)

4305.
SUMMARY OF PROFESSIONAL REVIEW, PAGE 4-87 

Resolve questions or exceptions on this worksheet.  Exceptions can be determined from many sources including:

o
Cost report;

o
Cost Report Reimbursement Questionnaire (HCFA-339);

o
Prior year's audit deferrals;

o
Prior year's audit referrals;

o
Variance analysis;

o
Professional desk review; and

o
Home Office Cost Statement.

Use alternative reporting formats as long as they furnish, at a minimum, the information contained in Exhibit 26.  Refer unresolved issues to audit.  Number each exception in the first column.  This facilitates future cross-referencing of issues flowing through the audit, settlement and appeals processes, if applicable.  Cross-refer to the source of the exception in column 2.  List specific references to the cost report for exceptions noted.  Reference exceptions noted from the HCFA-339 to the specific question(s).  Make specific references to prior desk review and/or audit workpapers for issues referred from prior years.  Include the year from which the audit referrals come.  Make appropriate references to the variance analysis worksheets and the professional desk review for exceptions noted.  Explain each exception under columns 3, 4 and 5.  There may be situations where the amount is not known because the issue is identified, but the amount must be established through audit.  In these cases, you are not able to make entries in the "amount" columns 4 or 5.

Do not transfer mathematical errors (i.e., footing, cross-footing, tracing, calculations) to this schedule.  They remain on the appropriate clerical worksheets as exceptions. Resolution of mathematical errors entails correction of the errors where they occur and recalculation of the cost report using corrected figures.  You or the provider may recalculate the cost report.  If the provider corrects it, check that the corrections were properly made.
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Resolve exceptions or variances by inquiry and/or referral to supporting documentation, or by audit verification of supporting documentation.  Resolve exceptions or variances using your judgement. Verify decisions concerning the level of documentation required to substantiate disposition of exceptions or variances, the degree of reliability that may be placed on the documentation, and, where an audit is  necessary, the extent necessary to reach a conclusion on the exception or variance in accordance with the standards for documentation required by HCFA.  Document the audit selection criteria and scoping process.  Document these decisions on the worksheet by checking appropriate entries in one or more of columns 6 through 8 with corresponding entries in column 9, "Comments", giving the rationale for the item(s) checked, e.g. , where "no adjustment" has been checked, giving the reason, such as lack of materiality, budgetary constraints.  Where adjustments are made, identify the regulation in support of your adjustment.  The rationale for a decision on "Referred to Audit Deferred/Scoped" must be consistent with §4104 and your audit plan for the fiscal year period used in formulating the audit budget.  Where the item is scoped for audit, outline audit requirements or objectives in column 9.

When additional documentation requests are made to providers as part of the desk review of provider cost reports, ensure  that your request does not violate  the provisions of the Paperwork Reduction Act (PRA) of 1980.  Requests for additional documentation in connection with desk reviews are generally not subject to PRA requirements if you adhere to the following procedures:  

o   A specific request for documentation must be made from one entity, i.e.,  the provider whose cost report is under review; and 

o   Questions must be specific to the particular cost report and to the provider.  

Be considerate of the amount of information requested.  Where there are several issues in question and the request is for volumes of information, conduct an onsite audit or review, as appropriate, as opposed to resolving all matters through desk review.

4306.
AUDIT SELECTION

After Part I of the professional desk review has been completed, and considering the audit priorities, decide to:

o
Settle the cost report, making any adjustment(s) warranted by the initial desk review;

o
Perform the remainder of the desk review; or  

o
Perform a field audit.

See §4104.3 for further discussion of these alternatives.
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4399.
UNIFORM DESK REVIEW PROGRAM (FORM HCFA-3182)

Part I
Exhibit  A
-
Provider Cost Report Reimbursement Questionnaire (HCFA-339)

Exhibit  B
-
Cost Report [Comparison]

Exhibit  C
-
Working Trial Balance

Exhibit  D
-
Financial Statements and Reports

Exhibit  E
-
General Audit Areas

Exhibit  F
-
Settlement Activities Review

Exhibit  G
-
Final Determination

Exhibit  H
-
Parameters for Waiving Audit and Desk Review

Part II
Exhibit  1 
-
Trial Balance Analysis

Exhibit  2 
-
Capital Related Costs

Exhibit  3 
-
Gain or Loss on Sale of Assets

Exhibit  4 
-
Interest Expense

Exhibit  5 
-
Malpractice and Other Insurance

Exhibit  6 
-
Deferred Compensation

Exhibit  7 
-
Payments by Primary Payers, Where Medicare is Secondary Payer (MSP)

Exhibit  8 
-
Educational Activities

Exhibit  9 
-
Kidney Acquisition Costs

Exhibit 10
-
Hospital Outpatient Costs

Exhibit 11
-
Cost of Services from Related Organizations

Exhibit 12
-
Home Office Costs
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