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SECTION 20
VALUE OF SERVICES OF NONPAID WORKERS
Regulation Reference:  42 CFR 405.424

GENERAL:
The value of services performed by nonpaid workers, who work more than 20 hours per week in various full-time positions usually occupied by paid personnel of providers not operated by or related to religious orders, is allowable in reimbursable costs as an operating expense. However, such amounts must be identifiable in the books and records as a legal obligation of the institutions.

OBJECTIVE:
1.
To determine that amounts allowed as value of services of nonpaid workers are:

A.
For work related to patient care activities.

B.
Reasonable and equivalent to amounts that would be paid to regular salaried workers.

2.
To ensure that the costs imputed for nonpaid workers were properly documented, determined and supported by a legal obligation.

3.
To ensure that any imputed costs for the value of services performed by nonpaid workers at the home office of a chain organization or the mother house are related to patient care.

4.
To ascertain that maintenance costs (if any) have been properly determined and removed from allowable amounts.

5.
To ascertain that nonallowable costs of nonpaid workers were determined through cost finding procedures or through the analysis method.

OTHER REFERENCES:
HCFA-Pub. 15-I, §§700, 2150, 2160

Cost Report Forms:
HCFA 2552-83, Worksheet A

HCFA 2552-83, Worksheet A-8

HCFA 2552-83, Worksheet A-8-1

HCFA 2552-83, Worksheet B

HCFA 2552-83, Worksheet B-1
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AUDITOR'S
PROCEDURE
INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
20.01
Through discussion with the provider, determine if costs were claimed for nonpaid workers.  If so, request documentation to support the amount claimed.

20.02
Obtain and review provider contracts with nonpaid workers organizations and perform the following audit procedures:

A.
Determine that actual written contracts exist between the organization of nonpaid workers and the provider and that there is a legal obligation to remunerate the organization of nonpaid workers for rendered services.

B.
Determine that all nonpaid workers are members of the organization involved in the legal arrangement with the provider.

C.
Ascertain that membership substantiation is maintained in the files of the organization of the nonpaid workers.

D.
Obtain a copy of the agreement entered into by the provider and the organization of nonpaid workers.  Review the agreement to determine if it includes any provisions which would have an impact on Medicare reimbursement.

E.
Determine that a bonafide payment was made to the organization of nonpaid workers.

NOTE:
If the contract contains a clause specifying that the organization of non-paid workers has the legal obligation to pay the provider all or part of the salary liability, a legally enforceable agreement would not exist.

20.03
Review the provider's books and records to ensure that the provider has done the following:

A.
Discharged its legal liability to the organization of nonpaid workers.
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AUDITOR'S
PROCEDURE
INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
B.
Adhered to the terms of payment, the positions provided for and the period of work in accordance with program requirements.

C.
Maintained adequate documentation to support the value of the imputed services performed by nonpaid workers.  Determine if the provider maintains the following documentation.

1.
Job classification.

2.
Surveys of full-time positions normally held by paid personnel of comparable providers that are not operated by or related to religious orders.

3.
Work schedule.

4.
Time cards.

20.04
Establish if the provider maintains payroll records of reimbursable services performed by nonpaid workers and whether the records are equivalent to records maintained for paid employees.  If so, review the work schedules, time cards, job classifications, etc. of nonpaid workers.

20.05
Review the compensation claimed by position and determine reasonableness as to:

A.
Positions involved are essential in providing patient care.

B.
Compensation has been traditionally reimbursed by third parties.

C.
Qualifications of nonpaid workers are comparable to the qualifications of paid employees performing identical services.

D.
Salaries attributable to nonpaid workers are similar to the salaries of paid employees performing identical services.
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AUDITOR'S
PROCEDURE
INITIAL    
WP
STEP

DESCRIPTION
AND DATE   
REF
20.06
Verify that the computation of imputed cost for the services of nonpaid workers in the departmental cost centers are accurate by performing the following audit steps.

A.
Review documentary evidence that supports the value of services performed by nonpaid workers.

B.
Verify that overtime was not included as a part of imputed salary cost of the nonpaid workers.

C.
Ascertain that adjustments to expenses were made for those workers whose imputed cost could be recovered from a fund, grant or special program fund.

D.
Determine that the net value of services of nonpaid workers was imputed as follows:

1.
The costs of any prerequisites and maintenance (e.g., Sisters' maintenance) furnished to nonpaid workers in excess of those provided other employees in comparable positions are deducted from the gross value of their services.

2.
The reimbursable costs of services of individual nonpaid workers do not exceed:

a.
The amount paid to an individual employee performing similar services.

b.
The amount provided under the terms of the contract.

c.
The amount paid for such services by other providers in the area of similar size, scope of services, and utilization where the services of nonpaid workers were performed in positions unlike any other full time position in the provider's organization.
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AND DATE   
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20.07
Determine whether the direct costs related to maintenance costs have been properly allocated by performing the following audit steps:

A.
Review Worksheet A to determine that maintenance costs for nonpaid workers has been allocated to a nonallowable cost center.

B.
Examine Worksheet B to assure that the cost of maintenance for nonpaid workers has been carried through the cost finding process.

C.
If the analysis method was used to determine the amount of maintenace cost, perquisites, and fringe benefits incurred for nonpaid workers, check the methodology for accuracy and reasonableness by performing the following steps:

1.
Determine that the computations are supportable by auditable documentation.

2.
Ensure that arbitrary estimates were not used to compute costs.

3.
Determine that the adjustment made to the department is not for direct cost only, but includes applicable overhead for the department.

4.
If the labor and overhead (fringe benefits, perquisites, maintenance, etc.) exceed allowable costs incurred for comparable paid workers, the excess cost should be charged to the nonallowable non- paid workers' cost center.

5.
Review the provider's books and records to assure that any payments made to the provider by the organization of nonpaid workers are offset against the total costs incurred by the provider.
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PROCEDURE
INITIAL    
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STEP
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REF
20.08
Determine that bona fide payment has been made to the proper organization within 1 year after the end of the accounting period to which the liability was determined.

20.09
If the provider was not required to make payments to regulatory agencies on behalf of the nonpaid workers, for social security taxes, workmen's compensation etc., stemming from legislative requirements, ensure that no imputed values for such taxes were included in the determination of value of services to nonpaid workers.

20.10
Where compensation of Director of nonpaid workers (Mother House, volunteer, etc.) was included in allowable cost, determine that the amount paid is reasonable and related to patient care.

20.11
Examine the allocation made to nonpaid workers cost to assure that any allocation in general service costs were properly made.  Also, determine that any allocation of Sisters' maintenance costs to various cost centers are proper and reasonable.

             HOME OFFICE OR MOTHER HOUSE             

20.12
Any imputed value of services by the home office personnel of a chain organization or mother house must be reviewed to verify that it is for services related to patient care.  Examine the work schedule and list the nonpaid workers that may be members of a mother house or home office.

20.13
Write a conclusion on the audit steps performed.
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