
CHAPTER 21


COST RELATED TO PATIENT CARE

Section

General
Principle
2100     

Definitions
2102     

      Reasonable Costs
2102.1   

      Costs Related to Patient Care
2102.2   

      Costs Not Related to Patient Care
2102.3   

Prudent Buyer
2103     


Costs Not Allowable
Unallowable Costs Related to Patient Care
2104

      Ambulance Service
2104.1

      Private-Duty Personnel
2104.2

      Luxury Items or Services
2104.3

      Dental Services
2104.4   

      Vocational and Scholastic Training Expense
2104.5

Unallowable Costs Not Related to Patient Care
2105

      Noncompetition Agreement Costs
2105.1

      Cost of Meals for Other Than Provider Personnel
2105.2

      Cost of Reserving Beds or Services
2105.3

      Costs of Unsuccessful Beneficiary Appeals
2105.4

      Costs of Management Employee Meals
2105.5

      Costs of Employee Travel
2105.6

      Costs of Gifts or Donations
2105.7

      Costs of Entertainment
2105.8

      Costs of Employees= Personal Use of Motor Vehicles
2105.9

      Costs of Fines or Penalties
2105.10

      Costs of Spousal or Dependents Education
2105.11


Telephone, Television, and Radio Costs
Costs of Telephone, Television, and Radio
2106     

      General
2106.1   

      Combination Purpose Systems
2106.2   


Parking Lot Costs
Parking Lot Costs
2107     

      General
2107.1   

      Treatment of Parking Revenue
2107.2   


Provider-Based Physician Services
Reimbursement for Services by Provider-Based Physicians
2108

      Professional and Provider Components
2108.1   

      Compensation Arrangements
2108.2   

      Methods Used to Determine the Reasonable Charge of Provider-Based 

         Physicians
2108.3   

  Schedule of Charges
2108.4   

      Effect of Physician's Assumption of Operating Costs (Lease or Concession 

        Arrangement)
2108.5   
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Section
      Duties and Responsibilities of Provider and Intermediary in the Area of 

         Provider-Based Physician  Reimbursement
2108.6

      Retroactive Adjustment of Certain Provider-Based Physician Payments
2108.7   

      Reimbursement for Provider-Based Physicians' Administrative, Teaching, and 

         Direct Medical Care Services Where the Physicians Have Changed Their

         Compensation Arrangements With the Provider
2108.8   

      Reimbursement for the Services of Provider-Based Physicians Compensated 

         Through the Provider and the Provider Bills the Program Under Combined

         Billing (on Forms SSA-l453 or l483) or on Form SSA-l554
2108.9   

      Treatment of Provider Costs Related to the Provision of Physician Services 

         to Nonprovider Patients
2108.10  

      Exhibits - Provider-Based Physicians
2108.11  


Emergency Department Services
Reimbursement of Hospital Emergency Department Services When Physicians 

   Receive Compensation For Availability Services
2109     

      General
2109.1   

      Definitions
2109.2   

      Allowability of Emergency Department Physician Availability Services Costs
2109.3   

      Methodology for Determining Allowable Emergency Physician Availability 

         Service Costs
2109.4   


Billing Costs
Billing Costs
2110     

      Contract Billing Services
2110.1   

      Treatment of Income Derived From Interest, Finance Charges, and 

         Penalties on Delinquent Accounts Receivable
2110.2   

      Treatment of Income Derived From Billing Charges Imposed on Suppliers of 

         Services Furnished Under Arrangements
2110.3

      Physician Billing Costs
2110.4


Nonphysician Anesthetists' Services
Nonphysician Anesthetists' Services as Hospital Services
2112     


Home Health Services
Home Health Coordination (or Home Care Intake Coordination) Costs - General
2113     

      Home Health Coordination Activities
2113.1   

      Patient Solicitation Activities
2113.2   

      Discharge Planning-Type Activities
2113.3   

      Education and Liaison Activities
2113.4   

      Home Health Coordination in the Provider-Based HHA
2113.5   

Visiting Costs of HHAs
2114     

      Nonowners Compensation
2114.1   

      Transportation Costs
2114.2

Treatment of Medical Supply Costs in HHAs
2115

Non-Visiting Costs of HHAs
2116     

Contracted Services Purchased by HHA
2117   
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                                                                                                                                         Section

Services Furnished under Arrangements
Cost of Services Furnished Under Arrangements

2118     

      Payment to the Provider

2118.1   

      Services Furnished Under Arrangements for

         Medicare Beneficiaries Only

2118.2   

Cost of Drugs and Related Medical Supplies

2119     


Services of Interns and Residents
Reimbursement for Costs of Interns and Residents

2120     


Taxes
Taxes

2122

      General Rule

2122.1   

      Taxes Not Allowable as Costs

2122.2   

      Employment-Related Taxes - Provider-Based

         Physicians

2122.3   

      Franchise Taxes

2122.4   

      Unemployment Compensation Insurance Costs for 

         Nonprofit Providers Under Public Law 91-373

2122.5   

      Self-Insurance Program for Unemployment

         Compensation and Worker's Compensation

         Insurance Using a Reserve for Funding

2122.6   


Oxygen
Oxygen

2124     


Blood
Blood

2125     


Utilization Review Costs
Utilization Review

2126     

      Utilization Review in Hospitals

2126.1   

      Utilization Review in Skilled Nursing Facilities

2126.2   

      Community-Based Utilization Review Committee

2126.3   

      Utilization Review Cost; Provider Payment to

         Physicians for Rendering Utilization Review Services

2126.4   


HHA Advisory Group
Home Health Agency Advisory Group of Professional Personnel

2127     


Training Costs
Orientation and On-the-Job-Training

2128     


Insurance Premiums
Life Insurance Premiums

2130     
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                                                                                                                                          Section  


Start-Up Costs
Start-Up Costs

2132     

      General

2132.1   

      Applicability

2132.2   

      Cost Treatment for Medicare Reimbursement

2132.3   

      Sale of Institution

2132.4   

      Withdrawal From Program

2132.5   

      Effect on Equity Capital

2132.6   


Organization Costs
Organization and Other Corporate Costs

2134     

      Organization Costs - General

2134.1   

      Cost Treatment of Organization Costs

         Under Medicare

2134.2   

      Amortization Period of 60 Months

2134.3   

      Amortization Period Less Than 60 Months

2134.4   

      Amortization Period Greater Than 60 Months

2134.5   

      Sale of Institution

2134.6   

      Withdrawal From Program

2134.7   

      Effect on Equity Capital

2134.8   

      Stockholder Servicing Costs

2134.9   

      Reorganization Costs

2134.10  

      Transfer of Assets to a Corporation

2134.11  


Purchased Management and Administrative Support Services
Purchased Management and Administrative Support Services

2135     

      General

2135.1   

      Evaluation of the Need for Purchased

         Management and Administrative Support

         Services

2135.2   

      Determination of the Reasonable Cost of

         Purchased Management and Administrative

         Support Services

2135.3   

      Factors to Be Considered in Determining

         Reasonable Cost of Purchased Management 

         and Administrative Support Services

2135.4

      Documentation to Support Purchased

         Management and Administrative Support Services

2135.5   


Advertising Costs
Advertising Costs - General

2136     

      Allowable Advertising Costs

2136.1             Unallowable Advertising Costs

2136.2   


Membership Costs
Membership Costs - General

2138     

      Professional, Technical, or Business Related Organizations

2138.1   

      Civic Organizations

2138.2   

      Social, Fraternal, and Other Organizations

2138.3   
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                                                                                                                                          Section  

      Reasonableness of Provider's Participation in

         Approved Membership Activities

2138.4   


Political and Lobbying Activities
Political and Lobbying Activities

2139     

      Provider Political Activities

2139.1

      Provider Lobbying Activities

2139.2

      Organization Dues Related to Lobbying and Political

         Activities

2139.3


Deferred Compensation
Deferred Compensation

2140     

      Definition

2140.1   

      Foreword

2140.2   

      Formal Plan

2140.3   

      Requirements to Fund Plan

2140.4   

      Reimbursement of Hospital-Based Physician

         Patient Care Services

2140.5   

      Guarantee Arrangements for Physician Emergency Room Services

2140.6   


Defined Contribution Deferred Compensation Plans
Defined Contribution Deferred Compensation Plans

2141

      Definition

2141.1

      Foreword

2141.2

      Formal Plan

2141.3

      Requirements to Fund Plan

2141.4

      Reimbursement of Hospital-Based Physician Patient Care Services

2141.5

      Guarantee Arrangements for Physician Emergency Room Services

2141.6

      Effective Date

2141.7


Pension Plans
Pension Plans

2142     

      Definition

2142.1   

      Methods of Providing Benefits

2142.2   

      Pension Fund

2142.3   

      Plan Requirements

2142.4   

      Pension Costs

2142.5   

      Allowability of Payments

2142.6   

      Treatment of Pension Costs on the Cost Report

2142.7   


Fringe Benefits
Fringe Benefits

2144     

      Definition

2144.1   

      Purpose

2144.2   

      Requirements for Recognition of Fringe Benefits

2144.3   

      Fringe Benefits Includable as Provider's Cost

2144.4   

      Fringe Benefits Includable in Determining

         Provider-Based Physician's Compensation

2144.5   

      Specific Costs Not Classified as Fringe Benefits...  2144.6   
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                                                                                                                                          Section  

      Accounting for Fringe Benefits

2144.7   

      Sick Leave

2144.8   

      All-Inclusive Paid Days Off

2144.9   

Cost of Meals for Provider Personnel

2145     


Vacation Costs
Vacation Costs

2146     

      Definition

2146.1   

      Reimbursement for Costs of Vacation

2146.2   

      Exception to the Requirement to Account for

         Vacation Costs on the Accrual Method

2146.3   

      Conversion from Cash Method to Accrual Method

         for Vacation

2146.4   


Bilingual Service Costs
Bilingual Services

2147     


Cost of Physicians' Services in Teaching Hospitals
Reimbursement for Physicians' Services Rendered

   in a Teaching Hospital by Physicians on the

   Hospital Staff and Reimbursement for Services Rendered

   in a Teaching Hospital by the Faculty of a Medical

   School or Organization Related Thereto - General

2148

      Reasonable Cost of Direct Medical and

         Surgical Services Rendered by Physicians

         on the Hospital Staff in the Care of

         Individual Patients (Including Supervision

         of Interns and Residents Rendering Such

         Services)

2148.1   

      Reasonable Costs Incurred by a Teaching

         Hospital for the Services Rendered by a

         Medical School or Related Organization in the Hospital

2148.2   

      "Salary Equivalent" Payments for Direct

         Medical and Surgical Services in the Care

         of Individual Patients (Including Supervision of

         Interns and Residents Rendering Such Care) by

         Physicians on the Voluntary Staff of the

         Hospital (or Medical School or Organization Related Thereto)

2148.3   

      Allocation of Compensation Paid to

         Physicians in a Teaching Hospital

2148.4   

      Election to Receive Medicare Reimbursement

         on a Reasonable Cost Basis

2148.5   


Home Office Costs
Home Office Costs - Chain Operations

2150     

      General Limitation on Allowability of Costs

2150.1   

      Determination of Allowable Costs

2150.2   

      Allocation of Home Office Costs to Components

         in Chain

2150.3   
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Section  

Home Office Equity Capital
2152     

      Computation
2152.1   

      Exclusions
2152.2   

      Allocation of Home Office Equity Capital
2152.3   

Reporting of Home Office Costs and Equity Capital
2153     


Planning Costs
Planning Costs
2154     

      General
2154.1   

      Definitions
2154.2   

      Planning Costs Where Facility is Completed
2154.3   

      Planning Costs Where Plans are Abandoned
2154.4   


Abandonment of Construction
Abandonment of Construction-In-Progress
2155     


Support Services Furnished to Governmental Providers
Allowable Costs of Governmental Support Services to

   State and Local Governmental Providers
2156     

      Unallowable Central Service Costs
2156.1   

      Allocation Bases
2156.2   

      Reporting Requirements
2156.3   


Losses (Other Than From Sale of Assets)
Losses Arising from Other Than Sale of Assets
2160     

      Net Operating Losses
2160.1   

      Liability Losses
2160.2   

      Theft Losses
2160.3   

      Minor Losses
2160.4   

      Casualty Losses - General
2160.5   

Insurance Costs
2161     


Cost of Protection Against Malpractice Liability
Provider Costs for Malpractice and Comprehensive

   General Liability Protection, Unemployment

   Compensation, Workers' Compensation, and Employee 

   Health Care Insurance
2162     

      Insurance with a Deductible or Coinsurance Provision
2162.1   

      Insurance Purchased from a Limited Purpose

         Insurance Company
2162.2   

      Self-Insurance
2162.3   

        

      Allowability of Actual Losses Related to

         Deductibles or Coinsurance
2162.5   

      Losses in Excess of Coverage
2162.6   

      Conditions Applicable to Self-Insurance
2162.7   

      Expenses Related to Losses Paid Out of Self-

         Insurance Fund
2162.8   
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Section  

      Reimbursement Principles Where a Provider

         Has Self-Insurance
2162.9   

      Treatment of Excess Reserves
2162.10  

      Effective Date and Retroactive Application
2162.11  

      Buy-Out Cost to Convert From a State- Administered Fund to a Self-Insurance

         Fund for Unemployment Compensation or Workers' Compensation Insurance
2162.12  

      Absence of Coverage
2162.13  

      Governmental Providers
2162.14  

   


Post-Termination Administrative Costs
Administrative Costs Incurred After Provider Terminates Participation in Program
2176     

      Allowable Direct Administrative Costs To Be Included in Final Cost Report
2176.1   

      Allowable Direct Administrative Costs Incurred After Final Cost Report Is Filed
2176.2   


Costs Related to Union Activities
Reimbursement for Costs Incurred in Relation to Union Activities
2180     

      Labor Union Organizing Activities
2180.1   

      Collective Bargaining
2180.2   

      Unallowable or Allowable But Not Reasonable Costs in Relation to

         Union Activities
2180.3   


Physician Services Furnished in Providers
Services of Physicians in Providers
2182     

      General
2182.2   

      Allocation of Physician Compensation
2182.3   

      Conditions for Reasonable Charge Payment for "Physicians' Services" to

         Patients in Providers
2182.4   

      Determining Reasonable Charges for "Physicians' Services" in Providers
2182.5   

      Conditions of Payment for Costs of Physicians' Services to Providers
2182.6   

      Conditions for Payment of Charges - Anesthesiology Services
2182.7   

      Determining Reasonable Charges for Anesthesia Services
2182.8

      Conditions for Payment of Reasonable Charges - Radiology Services
2182.9   

      Determining Reasonable Charges for Radiology Services
2182.10  

      Conditions for Payment of Charges - Physician Laboratory Services
2182.11  

      Blood Gas Studies
2182.12  

      Exhibits
2182.13  


Appendix
Maximum Allowable Cost Limitation (MAC) Determinations for Drugs
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