11-85
FORM HCFA-2088
600

600.
GENERAL

This report provides for the determination of allowable outpatient physical therapy and outpatient speech pathology costs which are reimbursable by the health insurance program under title XVIII, Part B, of the Social Security Act.  These schedules are to be used by Rehabilitation Agencies, Clinics and Public Health Agencies (certified as outpatient physical therapy providers and outpatient speech pathology providers) as well as Comprehensive Outpatient Rehabilitation Facilities (CORFs).
Outpatient physical therapy and outpatient speech pathology providers will be reimbursed on the basis of the lesser of reasonable cost or customary charges for providing services to Medicare beneficiaries.

Since the Lesser of Cost or Charges (LCC) provision does not apply to CORFs, the section of the cost report dealing with LCC should not be completed by CORFs.
See chapter 1 for general information about the requirements to file cost reports and cost report due dates.

Part I of the Provider Reimbursement Manual, HIM-15, and the applicable regulations issued by the Health Care Financing Administration (subpart D of 42 CFR 405) set forth the criteria to be used to determine reimbursable costs under the health insurance program.

Form HCFA-2088 should be used to effect provider reimbursement under three departmental methods--using cost finding with cost apportionment based on either (1) gross charges, (2) weighted units of service, or (3) number of visits.

The gross charges method is the ratio of health insurance program therapy charges to total therapy charges--all patients--applied to total allowable therapy costs.  This ratio is developed for each individual therapy service--physical therapy and speech pathology.

The weighted units of service method is the ratio of health insurance program weighted units of therapy service to total weighted therapy units of service--all patients--applied to total allowable therapy costs.  This ratio is developed for each individual therapy service--physical therapy and speech pathology.

The number of visits method is the ratio of health insurance program therapy patient visits to total therapy patient visits--all patients--applied to total allowable therapy costs.  This ratio is developed for each individual therapy service--physical therapy and speech pathology.  This method may be used only if the intermediary/carrier determines that the data needed for methods 1 or 2 above are not available.
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The cost finding calculations, which are the same under all methods of cost apportionment, provide for the allocation of the cost of services rendered by each General Service Cost Center to other cost centers which utilize such services.  Once the costs of a General Service Cost Center have been allocated, that cost center is considered "closed." Being  "closed," it will not receive any of the costs that are subsequently allocated from the remaining General Service Cost Centers.  This method of cost finding is termed the "Step-Down" Method.

A more sophisticated method of cost finding designed to allocate costs more accurately may be used by the provider upon approval of the intermediary/carrier.  However, having elected to use the more sophisticated method, the provider may not thereafter use the "Step-Down" Method without approval of the intermediary/carrier.

The cost report form contains the methodology in which covered charges, weighted units of service, visits, and deductibles and coinsurance amounts for services rendered should be considered in the calculation of Medicare reimbursement.

Form HCFA-2088 consists of 14 pages.  Generally, these pages can be completed in sequence.  However, some pages must be started but cannot be completed until some of the succeeding pages are first completed.  The instructions point out these differences.

Except for pages 1 and 2, the remaining pages are referred to by schedule letters printed at the top of the pages.  In completing the schedules, reductions to expenses must always be shown in brackets /  /.

Where a provider did not furnish any covered outpatient physical therapy and outpatient speech pathology services to Medicare beneficiaries or where it had low Medicare utilization of such services during the entire cost reporting period, a full cost report need not be filed.  See chapter 1, sections 110A. and 110B. for an explanation of this procedure.
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