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REVIEWED BY:
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AUDIT SECTION

AUDIT PROCEDURE REFERENCE
Determine Hospital Classification
 18.01

Determine Hospital Cost Limits
 18.02

Review Statistics on Routine Days
 18.03

Computation of Cost Limits
 18.04-18.05

Conclusion
 18.06
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SECTION 18
LIMITATIONS ON COVERAGE OF COSTS
Regulation Reference:  42 CFR 404.460, 405.461, 405.452(d)(2), 405.452(d)(7), 405.455(d)(1) and (2)

GENERAL:
Under the regular Medicare payment system, in the determination of allowability of provider costs, the costs determined to be in excess of those necessary in the efficient delivery of needed health services are excluded.  Therefore, cost limits could be imposed on direct or indirect overall costs, costs of specific items or services or groups of items or services.  Cost limits on inpatient general routine service cost do not apply to the cost of special care units, ancillary services, outpatient services or to the cost of research.  

OBJECTIVE:
1.
To ensure that reimbursement for the cost of inpatient routine services does not exceed the inpatient routine service cost limits.

2.
To ascertain that costs in excess of the general routine service cost limits are excluded from the provider's allowable costs.

OTHER REFERENCES:
HCFA-Pub. 15-I, §2500

Cost Report Forms:
HCFA 2552-83, Statistical Data Pages 3 and 4

HCFA 2552-83, Worksheet D-1, Part I
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AUDITOR'S
PROCEDURE
INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
18.01
Determine the hospital classification as to bed size and whether it is in an urban or nonurban location.  This is necessary in order to determine the cost limits to be applied.

18.02
Determine the cost limits applicable to the hospital under review.

18.03
Review the statistical data page of the cost report to be certain that the number of days used to calculate the limitation of routine costs are based on Medicare general routine service days only.

18.04
Review the computation of the cost limits as shown on Worksheet D-1, Part I, HCFA Form 2552.  Ascertain that the per diem rate used in the calculation is the same as that listed in the published "Schedule of Limits on Hospital Inpatient General Routine  Service Costs" (HCFA Pub. 15-I, §2520.1).

18.05
If the provider's inpatient general routine service costs exceed the limitation, ascertain that the provider was not reimbursed the excess costs.

18.06
Write a conclusion on audit work performed. 
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