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SECTION 19
COST OF EDUCATIONAL ACTIVITIES
Regulation Reference:  42 CFR 405.421 and 405.422 to 405.525

OBJECTIVE:
1.
To verify that only the net cost of approved educational activities are included as allowable expenses.

2.
To determine that all related income has been offset against the cost of operating the educational activity.

3.
To determine that the cost of interns and residents that are not in an approved program are reimbursed under Part B and any teaching costs associated with the nonapproved program are excluded from allowable costs.

4.
To determine that allowable costs do not include cash contributions by the provider to support nursing or paramedical training programs operated by other organizations.

OTHER REFERENCES:
HCFA-Pub. 15-I, §§400, 500, 2100, 2200, and 2500

Cost Report Forms:
HCFA 2552-83, Worksheet A

HCFA 2552-83, Worksheet A-8

HCFA 2552-83, Worksheet B

HCFA 2552-83, Worksheet D-2, Part II

HCFA 2552-83, Worksheet F, Part I

HCFA 2552-83, Worksheet G

HCFA 2552-83, Worksheet G-1

HCFA 2552-83, Worksheet G-3
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             APPROVED PROGRAMS
19.01
Verify the adequacy of documentation for educational program cost claimed by the provider by performing the following audit procedures:

A.
Determine whether the program is recognized and is an approved professional or other training program by reviewing:

1.
Correspondence from educational institutions concerning the type of programs being conducted.

2.
Certification from approving bodies.

3.
Documentation verifying that the provider is the legal operator of the educational program being conducted.

B.
Where the provider is the legal operator (or joint operator with other providers) of the educational program, the following steps should be performed:

1.
Review a copy of the written agreement executed between the provider and the educational institution specifying the services being rendered.

2.
In cases where no agreement exists, review other documentary evidence, such as bills for services from the educational institution, to determine the reasonableness of allowable costs recorded in the provider's accounts.

19.02
Examine claimed educational costs to assure that they are under an approved program.

A.
Review the operating cost of the provider's educational activities for composition, reasonableness, and general applicability.
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1.
Review the trial balance of expenses for costs of approved educational programs, such as interns and residents, nursing schools, and/or paramedical education programs.

2.
Identify educational program costs on the trial balance.

3.
Perform an analysis of educational program costs to ensure that the costs are proper and reasonable.

NOTE:
Educational program costs should not include cash contributions by the provider to support nursing or paramedical training programs operated by other organizations.

B.
Ensure that nursing school costs and interns and residents costs are properly allocated to correct cost centers such as operating rooms, delivery rooms, nursing services, special care units, as applicable. 

C.
Determine the number of cost centers receiving interns and residents cost allocations to assure they agree with type and numbers of approved teaching programs.

EXAMPLES:

1.
Where the provider has been approved to offer teaching programs for interns and residents in three areas of medical services such as surgery, maternity and coronary and their service time is restricted to those work areas, then the cost allocations should be in the operating room, delivery room and coronary care unit.
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2.
If the interns and residents are also required to furnish services to patients transferred to inpatient areas, then the time spent by the interns and residents in performing the services must be reflected in routine service cost centers through the cost allocation process.

19.03
Determine the allowability of part time educational cost.  Examine employee's written agreement to complete the training course while continuing in provider's employ for at least 6 months thereafter.

19.04
Where a provider participates and lends financial support to educational programs conducted by other organizations (e.g., local community colleges, universities), HCFA-Pub. 15-I, §404.2 should be reviewed in determining the allowability of education costs incurred by the provider.

A.
Review the provider's files to determine if costs or charges for services are reasonable in relation to the services furnished.

B.
Ensure that any payments to educational institutions were related to the provider's training programs.

19.05
Where there is a medical school, university-based hospital or other educational institution related to the provider, the following should be performed:

A.
Ensure that the costs or charges for services are reasonable in relation to the services furnished.

B.
Ensure that the costs are properly documented, necessary and do not reflect any portion of profit.

C.
Ascertain that the cost and not the charges are allowable.
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19.06
In cases where the provider furnished space, services or materials to an educational institution, ensure that costs other than recognized educational costs are excluded from the provider's allowable costs.

                 NONAPPROVED PROGRAMS
19.07
If the cost report reflects interns and residents costs not in an approved program, the following procedures should be performed:

A.
Ensure that administrative and other costs applicable to nonapproved teaching activities were excluded from reimbursement.

B.
Verify that educational costs for nonapproved programs have been charged to an unallowable cost center and cancelled through the stepdown process.

C.
Where a provider employs interns and residents not under an approved teaching program, determine that Part B reimburse- ment has been properly treated on Worksheet D-2 and that any unallowable costs have been removed.

NOTE:
The cost of services provided to program beneficiaries by interns and residents either employed by a hospital without a teaching program or in conjunction with a teaching program which is not approved, are reimbursable under Part B.

D.
Verify the inpatient and outpatient allocation for nonapproved intern and resident program costs.

1.
Review Worksheet D-2 to ensure that the percentages shown in column 1 are based on the time spent by interns and residents in each area.
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2.
Ascertain that all costs for interns and residents in a nonapproved program are subject to 20 percent coinsurance.

NOTE:
There is no allowable cost for supervision or administrative function for interns and residents in nonapproved programs.

            REVENUE AND SUBSIDIES RECEIVED
19.08
Ensure that revenues and subsidies received have been properly offset against the cost of operating the educational activity before stepdown.

A.
Review Worksheets G, G-1, G-3, Supplemental Worksheet F, Part I and other provider financial statements to determine that revenues/subsidies directly related to specific educational programs are offset against operating cost of the educational activity.  Those items include:

1.
Tuition, scholarships, textbooks, room and board revenues.

2.
Governmental subsidies restricted for use on specific educational programs.

3.
Revenues received by a provider with an approved intern and resident program from affiliated hospitals for the services of interns, residents and supervisory physicians.

4.
Recovery of student nurses salaries.

B.
Review Worksheet A-8 for offsets to allowable cost.
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19.09
If provider is County, State or Federally owned and operated, review any subsidies received from those governmental bodies as to any restriction to their use for approved training programs.  Ensure that Worksheet A-8 adjustments have been made for the applicable amounts.

19.10
Determine the type of training cost which was eliminated from the cost report for rate setting purposes in the TEFRA base year.

19.11
Under TEFRA, only nursing education and intern and resident costs can be treated as pass-throughs. Determine how these costs were treated in the TEFRA and PPS cost report years.

19.12
For PPS cost report years, determine that direct medical education cost is handled consistent with the base year, i.e. operating expense or pass-through.

19.13
Write a conclusion on the audit steps performed.
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