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Hospital Audit Program
12-85
SECTION 22
RESEARCH COSTS
Regulation Reference:  42 CFR 405.422

OBJECTIVE:
1.
To determine that costs incurred for research purposes, over and above usual patient care, were excluded from allowable costs.

2.
To ensure that a separate cost center is established for research and carried through the cost finding process.

OTHER REFERENCES:
HCFA-Pub. 15-I, §500

Cost Report Forms:
HCFA 2552-83, Worksheet A

HCFA 2552-83, Worksheet A-8

HCFA 2552-83, Worksheet B

HCFA 2552-83, Worksheet G

HCFA 2552-83, Worksheet G-2

HCFA 2552-83, Worksheet G-3

HCFA 2552-83, Worksheet F, Part I
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INITIAL    
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22.01
Review the provider's research activities and their relationship to patient care for allowability. Determine the nature and extent of research by discussion with provider personnel, observation of provider operations, reference to accounting classifications, review of sources of other income and research activity included in the cost report.

A.
Obtain a list of research activities noting total expense for the current period and amount included as being related to patient care.

1.
Ascertain that adequate documentation or suitable workpapers to support research activities for the current reporting period are maintained for each research program to include the following information:

a.
Identity of the grantor or donor.

b.
The type of research program.

c.
Whether research is conducted with or without patients.

d.
Explicit provision as to the reimbursement for research costs.

e.
Explicit provision as to the reimbursement for usual patient care costs.

f.
If the contract is not explicit as to the reimbursement for usual patient care costs, ensure that the provisions of HCFA Pub. 15-I, §505.1(b) are followed.

2.
Review and scrutinize the following cost report schedules or worksheets:

`
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a.
Statement of Revenue and Expenses (W/S G-2 and W/S G-3) - To determine the receipts (amounts) of funds from research grants.

b.
Balance Sheet (W/S G) and/or Balance Sheet for Computation of Equity Capital (Supplemental W/S F, Part I) - To ascer-tain the specific amounts due from the grantor(s) and that a separate fund has been established for each research grant.

c.
Trial Balance of Expenses (W/S A) - To determine that the research cost center includes direct cost (e.g., salaries, others and total) and is properly identified as a non-allowable cost center.

d.
Cost Allocation (W/S B) General Service Costs - To ascertain that the research cost center has been carried through the normal cost finding process and that the total allocated overhead research cost has been eliminated from allowable costs.

(1)
Determine that the provider has been consistent in the application of statistical bases to the research cost center.

(2)
Ascertain that the general service cost center was allocated to research on the same basis as to the other cost centers.

(3)
Review Worksheet B to ensure that no part of the research cost is allocated into any other allowable cost center.

5-238
Rev. 16 


EXHIBIT 22 (Cont.)

12-85
HOSPITAL AUDIT PROGRAM


AUDITOR'S
PROCEDURE
INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
(4)
Ensure that indirect overhead costs such as A&G or other general service expenses are not included in direct research costs on W/S A.

(5)
Trace research costs from Worksheet B through the settlement sheet to ensure that research is excluded.

(6)
Evaluate all reclassifications and adjustments that affect the research cost center.  Examine without exception, all reclassifications from research to other allowable cost centers.

22.02
Where research is conducted in conjunction with patients, ensure that:

A.
Statistics for research patients' ancillary charges and inpatient days are maintained separately.

B.
Research funds applicable to usual patient care have been handled in accordance with HCFA PUB. 15-1, §505.1.

C.
The provider is not charging clinical research cost to the allowable cost areas.  (Researchers evaluating conditions of patients.)

D.
The provider is properly handling usual patient care costs, and maintains separate statistics for research patients' ancillary charges and inpatient days.

E.
Extraordinary patient care costs incurred in conjunction with research were handled in accordance with HCFA Pub. 15-I, §504.3.

F.
That a separate cost center for nonallowable research cost was established in the cost
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report and properly carried through the step- down process.

1.
If a nonallowable cost center was established, ascertain that any costs reclassified both to and from the research cost center is documented as to:

a.
Reclassification of costs from the research center to other allowable cost centers.

b.
Reclassifications of costs from other cost centers into the research center.

2.
If a nonallowable research cost center was not established, determine the reason why.

3.
Review trial balance W/S A to determine if research costs were properly recorded as a nonallowable cost center.  Direct costs such as salaries should be entered on W/S A and charged to the research cost center.

4.
Review W/S B for general service cost allocations to research.  Indirect costs such as A&G or other general service expenses should not be included in direct research costs on W/S A.

22.03
Where provider has research activities, ensure that proper allocation has been made on:

A.
Payroll:

1.
Obtain a list of all staff involved in research (both part time/full time).

2.
Ensure that salaries have been posted correctly to proper ledger accounts.

3.
For staff engaged in patient care and

5-240
Rev. 16


EXHIBIT 22 (Cont.)

12-85
HOSPITAL AUDIT PROGRAM


AUDITOR'S
PROCEDURE
INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
research activities, ascertain the following:

a.
The percentage of time attributable to research is documented correctly for payroll purposes.

b.
Salaries of such staff are reasonable and correctly apportioned between research and other involved departments.

B.
Supplies:

1.
Ascertain that a separate general ledger account for research supplies is maintained.

2.
Test check the posting of the correct cost of supplies to the proper general ledger account for research.

3.
If provider does not maintain a separate general ledger account for research supplies, determine allocation made to research department as to reasonableness.

22.04
Determine whether research activities are reimbursed by research grants or other funds.

A.
Obtain details of all research grants received by provider detailing all applicable research areas.

B.
Ascertain if grants received for each program or project exceed both direct and indirect costs.

1.
Review Worksheet A-8 to ascertain if grant income is properly offset against usual patient care research costs after stepdown.
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2.
Determine if the proper calculations of the usual patient care costs of each cost center connected with the research projects were made in order to ascertain the proper offset of research funds.

3.
Ensure that the excess grants be offset against ancillary department cost centers involved in research projects.

22.05
Write a conclusion of audit procedures performed.
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