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Preparing Cost Reports for Submittal to HCFA

2039.
FORM HCFA-1885A, PROVIDER/CHAIN OPERATOR IDENTIFICATION DATA

In order to maintain the HCFA Chain Organization Directory, if you service Medicare providers affiliated with chain organizations, submit a copy of the Form HCFA-1885A to HCFA for each chain provider where home office costs are identified on the provider's cost report.  Submit the Form HCFA-1885A annually, within 30 days after receipt of the provider's cost report, where a new chain provider is being allocated costs from a chain home office, and there is a change in the information previously reported.  Do not report inactive chain providers.  In compliance with the Paperwork Reduction Act of 1980, this information is not subject to OMB clearance.

2039.1
Completion of the Form HCFA-1885A.--Reproduce the Form HCFA-1885A.  (See a copy of the Form HCFA-1885A on page 2-65.)  Prepare it in duplicate.  Send the original to:

Health Care Financing Administration

Office of Contracting and Financial Management

Division of Acquisitions and Contracts, BPO

Contract Operations Branch

Room #332, Meadows East Building

6325 Security Boulevard

Baltimore, MD  21207

Retain a copy of the HCFA-1885A for servicing intermediary use.

A.
Date of Report.--Enter the preparation date of the report.  For example, enter September 30, 1992, as 093092.
B.
Provider Number.--Enter the six digit Medicare number assigned by HCFA.

C.
Provider Name and Address.--Enter the full current legal name, street, city, State, and ZIP code of the physical location of the provider.

D.
Servicing Intermediary Number.--Enter the five digit number assigned by HCFA.

E.
Provider FYE.--Enter the four digit provider fiscal year end date by month and day.  For example, enter September 30 as 0930.

F.
Provider Affiliation to Chain (Select Code / /).--Enter number 1, 2, 3, 4, 5, or 6 in the Select Code box that corresponds to the applicable type of ownership or control under which the provider is affiliated with the chain.

G.
Chain Name and Address.--Enter X in the box that corresponds to the current name and address of the chain organization and location of the home office.  Enter its current full legal and complete home office address (including street, city, State, and ZIP code) only for a new or a change in name or address.

If change of name or address is applicable, also enter the former name and/or address in Item K, "Remarks."
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H.
Chain Number (HCFA).--Enter the five digit number assigned by HCFA to chain organizations as listed in the HCFA Chain Directory.  Do not complete this item if it is a new chain. HCFA assigns new chain numbers.

I.
Home Office Cost Allocations.--Enter an X in the "yes" box if the provider is being allocated costs from the home office.  Enter an X in the "no" box where the provider is no longer being allocated costs because of any action taken under subsection J.

J.
Action (Select Code / /).--Enter 1, 2, 3, 4, or 5 in the Select Code box that corresponds to the provider's applicable current status.

K.
Remarks.--Identify by name and chain relationship, related organizations that are allocating costs to the provider in addition to the home office.  Of particular interest are related affiliations in a home office/regional office setup with allocations from both and/or home office allocations in conjunction with related management fees.

Enter the former chain name and/or address if it is different from data listed in Item G.
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This space is reserved for the Form HCFA-1885A.
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2040.
REWORKING OF AUDITED COST REPORTS FOR TIMELY FINAL SETTLEMENTS

The reworking of the cost report after audit, to reflect audit adjustments, is primarily the responsibility of the provider.  However, you may rework the cost report utilizing your personnel, or you may authorize your audit capability to perform if the delay in receipt of the adjusted cost report is due to any of the following:

o
Experience has shown that the provider has failed to correctly and/or completely rework the cost report as you advised;

o
The provider has not complied with the time frames you established and you are unaware of valid reasons for the delay; or

o
The provider does not agree with the audit adjustment and does not sign the adjusted report.

Document your determination in advance, and state the reason and amount of time needed to rework the cost report.  When the cost report is reworked by an outside audit capability, charge the expense to the audit subcontract.

Where the provider disagrees with the audit adjustments and refuses to sign the adjusted report, work the cost report incorporating all proposed adjustments.  Give the provider an opportunity to submit a written statement enumerating its objections.  Include them in the cost report.  If the provider refuses to submit a statement, include a statement in the cost report citing the refusal, and enumerate, to the extent known, the provider's objections.  Determine the final settlement, and process the cost report including the adjustment in dispute.

2041.
AUDIT ADJUSTMENT REPORT

The audit adjustment report provides for a logical order of presentation of audit adjustments arising from your examination of the cost report.  In addition, it provides for the description of the audit adjustment as well as the identification of the adjustment amount and where it is to be applied to the revised cost report.

The first page provides space for the signature of a responsible provider official.  Other pages provide space, as needed, for additional audit adjustments.

The audit capability is to assure that its adjustment report is prepared in the format of the sample report shown in Exhibit A.  List adjustments in the order of completion of the cost report.  Group them as follows:

Trial Balance of Expenses - Cost 

  
Reclassification Schedules

Adjustment to Expenses

Cost Apportionment - Statistics

Other Statistics

Charges - Cost Allocation

Charges - Settlement

Settlement Data

Adjustments to Financial Statements
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With adjustments listed on the report in the order prescribed above, providers may make the necessary revisions to their cost reports in the same sequence as the reports were originally completed.

Cost reports submitted to HCFA must include an Audit Adjustment Report and an Audit Adjustment Report Summary.

Where no adjustments were made to the cost report as originally submitted by the provider, you may include the adjustment forms marked "not applicable" or reflecting "0" amounts.  However, these forms may be omitted if the notes to the cost report indicate that no adjustments were made.

2041.1
Completion of the Audit Adjustment Report.--

A.
Heading.--Complete as indicated.

B.
Report Reference.--Identify the HCFA form, page number or schedule, line number, and column number to which the adjustment ultimately applies.  For example, reference to Form HCFA-2552, Worksheet A, line 6, column 6, Administrative and General (the cost center affected by the application of the adjustment), would indicate an adjustment to remove the rental cost of television sets not part of patient care activity.

If the provider uses different schedule lines and column numbers, reference those actually used.  Note in the report that the references are to the provider's schedule numbers.

C.
Adjustment Numbers.--Number adjustments consecutively as they are recorded on the adjustment report.  Each change must have a separate adjustment number.  Thus, while an adjustment to correct a misclassification of charges between two cost centers might have the same narrative description, it would have two adjustment numbers -- one for each change proposed.  For example, total charges in the X-ray cost center, as submitted by the hospital, includes $1,000 of laboratory charges.  Therefore, one adjustment shows a decrease of $1,000 in the charges applicable to the X-ray cost center, and a separate adjustment shows an increase of $1,000 in the total charge applicable to the laboratory cost center.
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D.
Explanation of Adjustment.--In this segment of the report, insert before such group of adjustments a legend identifying the adjustment(s) to be made.  For example, insert Cost Adjustments preceding adjustments to the trial Balance of Expenses and Charge Adjustments before that particular group of adjustments, etc.

The narrative description of the audit adjustments following the category designation should be brief but adequate enough to:  identify the item being adjusted and the reason, e.g., removing nonallowable cost, reclassification, etc.  In addition, at the end of the narrative description, indicate the schedule or page number and line where the adjustment will be recorded.  For example, reference should be made to form SSA-l562, Schedule A-5, line 2, for an adjustment which removes the rental cost of television not related to patient care.  The narrative description of the audit adjustments should also include appropriate reference to law, regulations, or program policy and procedures.  (See § 2606D.)

E.
As Reported or As Adjusted.--

l.
As Reported.--Show the amount included in the unaudited cost report for the cost center that will be affected by the adjustment.  For example, where the proposed adjustment will change the net allowable cost of the Administrative and General cost center as reported by the provider, the amount shown will be the net expense for cost apportionment as reported for this cost center on form SSA-l562, Schedule A, line l, column 6.

2.
As Adjusted.--Where the Administrative and General cost center has previously been adjusted by the audit capability, insert in this column the amount shown "As Adjusted" for the previous adjustment.  Reference should be made to this previous adjustment in the narrative description of the adjustment, e.g., (see adjustment no. l).

F.
Increase (Decrease).--Insert the amount of the adjustment.  The adjustment amount should be indicated by brackets if it represents a (decrease) of the amount in the "As Reported or As Adjusted" column.

G.
As Adjusted.--This column is the result of adding or deducting the adjustment amount from the previously reported amount.  After all adjustments have been reflected in the adjustment report, the amount shown in this column in the last adjustment made to the specific cost report reference is the amount that will appear on the revised cost report for that reference.  For example, the last adjustment to the Administrative and General cost center shows net allowable cost of $l47,000 in the "As Adjusted" column of the adjustment report.  When the revised report has been completed, form SSA-l562, Schedule A, line l, column 6 will reflect this $l47,000 amount.
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                                                       AUDIT ADJUSTMENT REPORT

Sample Format


Audit Capability:                                                    
       / / Apportionment Method:


Intermediary:                                                           
      / / Departmental RCC



                                              / / Combination (With cost finding)

I have reviewed the following audit adjustment #     l   through #   l4   and agree with the adjustments

both in principle and amount.  These adjustments will be incorporated in our revised Statement of Reimbursable Cost
for the period ended __________________________________________________.

Provider # ______________ Provider Name _________________________ Page  l  of  4 
Officer __________________________________________

 Signature

Title____________________________________________Date___________________

Report Reference



Adj.No.
Explanation of Adjustment
       1

As Reported

Or As

Adjusted
        2

Increase

(Decrease)
        3

   As 

Adjusted

Form
Pg.

Or

Sch
Line
Col






1562
A
1
6
1
Cost Adjustments

To remove rental cost of television sets not part of Patient

care activity—adjustment should be made to SSA-1562, 

Schedule A-5, line 2.


$150,000
$(1,000)
$149,000

1562
A
10
6
2
To offset income from sale of scrap—adjustment should be made to SSA-1562, Schedule A-5, line 9.


$ 30,000
$   (500)
$ 29,000

2-68.2

















Rev. 95

Provider No.                   Period Ended                                                                              Adjustment Report Page  2  of  4 
Report Reference



Adj.

No.
Explanation of Adjustment
As Reported

or As

Adjusted
Increase

(Decrease)
As

Adjusted

Form
Pg.

or

Sch.
Line
Col.






1562

1562

1562

1562

1563
A

A

A

B-1

1
11

1

31

6

9B
6

6

6

7

-
3

4

5

6

7
To adjust inventory to physical count.  Adjustment
$400,000

$149,000

$ 56,000

 450,000

    1,300
$(1,000)

$(2,000)

$ 6,000

(50,000)

     100
$399,000

$147,000

$ 62,000

400,000

      1,400






should be made to SSA-1562, Schedule A, line 11, col. 2.



















To disallow the estimated cost of providing telephone









service to patients.  Adjustment should be made to









SSA-1562, Schedule A-5, line 1 (See adj. no. 1)



















To adjust building depreciation to actual.  Adjustment









should be made to SSA-1562, Schedule A-5, line 22.



















Cost Apportionment – Statistics









To adjust distribution base for laundry & linen service









(pounds of laundry).



















Other Statistics









To adjust number of HI Program patient discharges
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Provider No.                   Period Ended










Adjustment Report Page  3  of  4  

Report Reference



Adj.

No.
Explanation of Adjustment
As Reported

or As

Adjusted
Increase

(Decrease)
As

Adjusted

Form
Pg.

or

Sch.
Line
Col.






1562

1562

1563

1563

1563

1563

1563
C-1

C-1

2

2

2

2

2
4

5

4

5

7

21

19
1

1

2

2

2

6

6
8

9

10

11

12
Charges - Cost Allocation
$180,000

$160,000

$ 30,000

$ 39,000

$ 28,000

$300,000

$    1,600
$(1,000)

$ 1,000

$ 1,000

$ 2,000

$ 1,000

$ 5,000

$  (100)
$179,000

$161,000

$ 31,000

$ 41,000

$ 29,000

$305,000

$    1,500






To reclassify charges applicable to laboratory.



















Reclassification of X-ray charges



















Charges - Settlement









X-ray









Laboratory









Oxygen Therapy









To adjust HI Program charges for hospital-based









physician professional component fees





























Settlement Data









To correct amount received from intermediary for









current fiscal period



















To adjust bad debts to actual.
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Provider No.                   Period Ended










Adjustment Report Page  4  of  4 
Report Reference



Adj.

No.
Explanation of Adjustment
As Reported

or As

Adjusted
Increase

(Decrease)
As

Adjusted

Form
Pg.

or

Sch.
Line
Col.






1563

1563


3

3


9

9


1

2


13

14


To adjust amount received from intermediary - Hospital
$ 400   

      0


$     50

$1,000


$  450

$1,000








Plan



















To adjust amount received from intermediary - Medical









Plan
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Minor Audit Adjustments.--The purpose of these guidelines is to provide procedures by which the effect of minor audit adjustments on Medicare reimbursement can be determined without requiring a second step-down cost-finding effort.  The intermediary will determine, after considering such factors as reasonableness, equity, and materiality, whether a simplified approach to this determination is practical in the circumstances.  Since such a determination will need to consider the circumstances peculiar to each facility, and since the above factors will vary significantly with size, type of provider, program involvement, etc., quantitative limitations have not been established.

A "simplified" method which may be employed by hospitals and skilled nursing facilities is described below together with the conditions under which it may be used.

A.
Conditions.--This method of reflecting audit adjustments may be used provided:

l.
the provider approves;

2.
the intermediary finds after consultation with its audit capability that this method has resulted in a reasonable and equitable settlement of costs;

3.
the provider has used either the Departmental RCCAC Method of cost reporting or the Combination Method (with regular or simplified cost finding).

B.
Description.--This method permits the following:

l.
the direct distribution of adjustments that are applicable only to revenue-producing departments or nonallowable cost centers (research, fund raising, etc.) to the appropriate department;

2.
the allocation of adjustments to nonrevenue-producing departments to the revenue-producing departments and nonallowable cost centers on the basis of developed percentages or in accordance with provider’s statistics appearing on worksheet B-l.  In keeping with the simplified approach, if more than one general service department is adjusted, then the percentage method of allocation should be used.
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