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2045. (Preface)
Instructions for Discontinuance of Form HCFA-2548, Hospital Data Profile

For providers whose reporting year ends on or before 06/30/81, Form HCFA-2548, Hospital Data Profile, is required.  For providers whose reporting year ends after 06/30/81, form HCFA-2548 is no longer required.  The following manual sections in HCFA Pub. 13-2 may be deleted when all providers, whose reporting years end on or before 06/30/81, have submitted cost reports and when form HCFA-2548 (Data Profile) has been submitted:  2045, 2045.1, 2046, 2046.1, 2046.2, 2046.3, 2046.4, 2046.5, 2046.6, 2046.7, 2046.8, 2046.9, 2046.10, 2048, and 2049.
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Preparing Hospital Data Extracts for Submittal to HCFA
2045.
INPUT INSTRUCTIONS FOR HOSPITAL DATA PROFILES (DATA TO BE EXTRACTED FROM COST REPORT FORMS HCFA-2552 and HCFA-255l).

A.
Purpose.--To facilitate collection of data on a current basis.  (Refer to Section 2045.l).

B.
Grouping Sheets.--In view of the use of non-HCFA cost report forms, the intermediary, to maximize uniform reporting, should ensure that proper account classifications are maintained. To this end, grouping sheets are incorporated as part of these instructions.  For example, if the non-HCFA cost report contains a cost center entitled "Formula Room" this cost should be combined with Dietary and entered on line 2l of HCFA-2548 or on line l8 of HCFA-2549.  These grouping sheets are obviously not all-inclusive.  Therefore, if the non-HCFA cost report contains another center(s) normally associated with Dietary it should also be included with the Dietary cost reported.

The above procedures will be implemented for all cost reporting periods ending after June 30, l976.

2045.l  
General Instructions for Preparing Hospital Data Profiles, HCFA-2548 and HCFA-2549.--To ensure that cost report data are accurately extracted into a uniform cost data classification with a minimum of errors, the procedures described below should be followed:

A.
All hospital cost reports with periods ending after June 30, l976, are to be inputted.  If upon receipt of these instructions (l) the cost report has been final settled, then the final settled data will be extracted, or (2) the cost report has been desk reviewed, then after desk review data will be extracted.  Otherwise, the data should be extracted from the provider cost report as filed at year end with the intermediary.


B.
The following submission schedule dates must be met.


Year End Date



Due at HCFA By

July l, l976 to September 30, l978


March l979

October l978




April l979

November l978




May l979

December l978




June l979

January l979




July l979

February l979




August l979

March l979




September l979

April l979





October l979

May l979





November l979

June l979





December l979

Subsequent Months



6 months after

   provider's year end
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C.
A soft lead (#2) pencil should be used in filling out the forms.  DO NOT USE INK.

D.
When extracting data from the cost report, it is important that the correct data profile form be used.  For use with cost report form HCFA-2552, the proper form, HCFA-2548, is identified by the numeral 2 in the upper left hand corner.  For use with cost report forms HCFA-255l, 2570, etc., the proper form, HCFA-2549 is identified by the numeral l in the upper left hand corner.

E.
All money figures extracted are to be rounded to the nearest dollar; i.e., $9,745.65 would be shown as 9 7 4 6 or $8,744.32 as 8 7 4 4.  Also, use rounded figures for full-time equivalent employees, i.e., 79.8 would be shown as 0 0 0 8 0 or 75.2 as 0 0 0 7 5.

F.
Where a single block is shown for a data item, or a yes or no answer is required, place an x in the appropriate square.

G.
When a data item can be a positive or a negative amount and the data to be extracted is a negative value, place a bracket around the data item.

(_ _ _ _ _ _ _ _ _)

H.
All unused data lines or data lines for which no data is available to be extracted will be zero filed by inserting a zero(()with a line through it in the extreme left block of the data line in each column.  All other blocks will be left blank.

(()_ _ _ _ _ _ _ _

I.
All unused blocks (other than in the situations outlined in H above) in any data line will be zero filled.

0 0 0 0 7 2 3 4 7
J.
Refer to special instructions regarding grouping sheets before doing any extracting of data. (See §2048.)

K.
Only input participating providers which qualify in accordance with § 2042.2 in Part l of the Provider Reimbursement Manual.  Do not input emergency hospitals or federal providers of services as defined in PRM §§ 2402.3 and 2402.4.  Such providers contain an Alpha letter "E" or "F" in their provider number.

L.
Input participating "all inclusive" type providers.  All available data should be inputted:  for example, applicable items from the Trial Balance.

M.
Identify low Medicare utilization providers (see § 24l4.4B of PRM, Part I) in the REMARKS section on transmittal form HCFA-2550.
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Note:  This is space for "Hospital Data Profile" on this page.
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EXHIBIT l (Cont.)

Note:  This is space for "Hospital Data Profile" on this page.
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Note:  This is space for "Hospital Data Profile" on this page.
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2046.
SPECIFIC INSTRUCTIONS FOR PREPARING HOSPITAL DATA PROFILE, HCFA-2548 (Exhibit I, pp. 70.3-70.5)  (Data are to be extracted from HCFA-2552 and HCFA-2552 (5-80).)

2046.1
Identifying Data.--

A.  SMSA/SCSA Number.--DO NOT COMPLETE THIS ITEM.

B.  Intermediary Number.--Enter the five digit number assigned by HCFA to the intermediary.  This number should correspond to the number on the top part of page 1 of the HCFA-2552 cost report and page 2 of HCFA-2552 (5-80) cost report.

C.  Provider Number.--Enter the six digit number assigned by HCFA to the provider. This number should correspond to the number entered in item 1 of Part I - General, near the top of page 1 of the HCFA-2552 cost report and page 2 of the HCFA-2552 (5-80) cost report.

D.  Period.--

From.--Enter the "From" date covered by the report. For example, enter July 1, 1979 as


/0/7/0/1/7/9/
To.--Enter the "To" date covered by the report. For example, enter June 30, 1980 as


/0/6/3/0/8/0/
This information is found in Part I-General, item 2 of page 1 of the HCFA-2552 and page 2 of HCFA-2552 (5-80).

E.  Data Line No. 1.--Audit Schedule Yes  /_/  No /_/

DO NOT COMPLETE THIS ITEM.

F.  Date Cost Report Received.--Enter the date that the cost report was received by the intermediary. This date should correspond to the date entered by the intermediary on the top line of the front page of the HCFA-2552 or the second page of HCFA-2552 (5-80) or the control date file of the intermediary.  For example, enter September 20, l980 as


/0/9/2/0/8/0/ 
G.  Desk Review Completion Date.-- /0/_/_/_/_/_/ ZERO-FILL THIS ITEM AS SHOWN.
H.  Related Organization.--Yes  /_/  No  /_/  Enter an /X/  in the "Yes" box if costs applicable to services, facilities, and/or supplies furnished to the provider by organizations related to the provider by common ownership or control are includable in the allowable cost of the provider. (See PRM, Part 1, Chapter l0.)
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NOTE: 
If the cost report contains a completed Worksheet Schedule A-1 (page 12, HCFA-2552 and page 13, HCFA-2552 (5-80)), the "Yes" box is applicable; if not, the "No" box is applicable.

I.  SMSA/SCSA.--In  /_/  Out /_/.  Enter an /X/ in the "In" box if the provider is in the Standard Metropolitan Statistical Area (SMSA) or Standard Consolidated Statistical Area (SCSA); otherwise enter an /X/ in the "Out" box.  (Refer to the publication of the schedule of limits in the Federal Register - Classification of Geographical Areas.)

J.  Data Line No. 2.--All-Inclusive Provider.-- Yes /_/ No /_/.  Enter an /X/ in the "Yes" box if the provider has not apportioned allowable costs between Medicare and non-Medicare patients by the departmental approved apportionment method because the provider has an all-inclusive rate (one charge covering all services) or a no-charge structure (see PRM, Part 1, Section 2208); otherwise enter an /X/ in the "No" box.




K.  Provider Type.--Hosp. /_/ Hosp./SNF /_/ Hosp./HHA /_/ Hosp./SNF/HHA /_/.  Enter an /X/ in the applicable provider type.  This should correspond to the provider type stated on page 1, Part I, item 1, of the HCFA-2552 and page 2, Part I, item 1, of the HCFA-2552 (5-80).


L.  Type of Control.--Voluntary /_/ Proprietary /_/ Government /_/.  Enter an /X/ in the applicable type of ownership or control under which the institution is conducted.  The data should correspond to the data listed in line 3a, b, or c of page 1, Part I, of the HCFA-2552 or page 2, Part I, of the HCFA-2552 (5-80).


M.  Data Line No. 3.--Type of Hospital A-H.

Identify the block that is checked off in item 4, page 1, of the HCFA-2552, or page 2, of the HCFA-2552 (5-80).

If "other" is extracted, specify the type of facility which best describes the hospital.

H.
Other (Specify)____________ /_/


2046.2
Statistical Data.--Part II and Part III, page 2, of HCFA-2552 and page 3, of HCFA-2552 (5-80) are the data sources for lines 4 through 13 of HCFA-2548. The specific lines and columns in Part II or Part III applicable to each data line are:
A.  Data Line No. 4. Beds Available (Beginning of Period).--Indicate the number of adult and pediatric beds available at the beginning of the cost reporting period.

1.
General Service -
Page 2, Part II, line 1, column 1 - HCFA-2552


Page 3, Part II, line 1, column 1 - HCFA-2552 (5-80)

2.
Special Care -
Page 2, Part II, line 1, sum of columns 2, 3, 4,and 5 -HCFA-2552

Page 3, Part II, line 1, sum of columns 2, 3, 4, and 5 - HCFA-2552 (5-80)



Rev. 248
70.7

2046.2 (Cont.)
AUDITS
06-81

B.  Data Line No. 5. Beds Available (End of Period).--Indicate the number of adult and pediatric beds available at the end of the cost reporting period.

1.
General Service  -
Page 2, Part II, line 2, column 1 - HCFA-2552


Page 3, Part II, line 2, column 1 - HCFA-2552 (5-80)

2.
Special Care -
Page 2, Part II, line 2, sum of columns 2, 3, 4,and 5 -HCFA-2552


Page 3, Part II, Line 2, sum of columns 2, 3, 4, and 5 - HCFA-2552 (5-80)
C.  Data Line No. 6, Total Inpatient Days.--Enter the total number of inpatient days (excluding newborn).

1.
General Service -
Page 2, Part II, line 6, column 1 -HCFA-2552


Page 3, Part II, line 6, column 1 - HCFA-2552 (5-80)

2.
Special Care -
Page 2, Part II, line 6, sum of columns 2, 3, 4,and 5 -HCFA-2552


Page 3, Part II, line 6, sum of columns 2, 3, 4, and 5 - HCFA-2552 (5-80)

D.  Data Line No. 7. Total HI Inpatient Days.--Enter the total number of health insurance inpatient days applicable to title XVIII.

1.
General Service -
Page 2, Part II, line 10i, column 1 - HCFA-2552


Page 3, Part II, line 10i, column 1 - HCFA-2552 (5-80)

2.
Special Care -
Page 2, Part III, line 10i, sum of columns 2,3,4, and 5 -HCFA-2552


Page 3, Part III, line 10i, sum of columns 2, 3,4, and 5 -HCFA-2552 (5-80)

NOTE:
Data lines 8, 9, l0, and 11 are single column and are under General Service for convenience only.  Lines 8, 9 (where applicable), 10, and 11 must contain accurate information and not be zero filled.

E.  Data Line No. 8. Full-Time Equivalent Employees (Paid).--Enter the average number of paid employees for the period.

Page 2, Part III, Line 2 - HCFA-2552

Page 3, Part III, Line 2 - HCFA-2552 (5-80)
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F.
Data Line No. 9. Full-Time Equivalent Employees (Nonpaid).--Enter the average number of nonpaid workers for the period for which reimbursement is claimed.

Page 2, Part III, Line 3 - HCFA-2552

Page 3, Part III, Line 3 - HCFA-2552 (5-80)

G.
Data Line No. 10, Total Admissions.--Enter the total admissions (excluding newborn).

Page 2, Part III, Line 5a - HCFA-2552

Page 3, Part III, Line 5a - HCFA-2552 (5-80)

H.
Data Line No. 11, Total HI Admissions.--Enter the total admissions applicable to title XVIII.

Page 2, Part III, Line 5c - HCFA-2552

Page 3, Part III, Line 5c - HCFA-2552 (5-80)

I.
Data Lines 12 and 13--These lines are provided for future expansion and the collection of additional data. Intermediaries will be notified as to their nature and source.  Until such time, these lines will be zero filled.

2046.3
General Service Costs.--Worksheet A, Page 4, of HCFA-2552 or page 5, of the HCFA-2552 (5-80) is the data source for items 14 through 21 on page 1, and items 23 through 26 on page 2 of HCFA-2548. The specific line and column in worksheet A applicable to each data line are:
A.
Data Line No. 14, Depreciation, Buildings, and Fixtures.--Enter the amount of depreciation allowance for buildings and fixtures.  Include amounts reclassified as expenses pertaining to buildings and fixtures such as insurance, interest, rent, and real estate taxes.

Worksheet A, Line 2, Column 7

B.
Data Line No. 15, Depreciation, Movable Equipment.--Enter the amount of depreciation allowance for movable equipment.  Include amounts reclassified as expenses pertaining to movable equipment, such as insurance, interest, rent, lease rentals.

Worksheet A, Line 3, Column 7

C.
Data Line No. l6, Administrative and General.--Enter the amount of cost pertaining to the administrative and general expenses.

Worksheet A, Line 5, Column 7

NOTE:
If administrative and general expenses are fragmented (nonpatient, telephone, data processing, purchasing, receiving, store, admitting, cashiering, accounts receivable, collections, and other administrative and general) in accordance with the PRM, Part I, Section 2313.l, add all costs listed in column 7 for the above cost centers and enter as administrative and general expenses.
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D.
Data Line No. 17, Maintenance and Repairs--Enter all maintenance and repair costs.

Worksheet A, Line 6, Column 7

E.
Data Line No. 18, Operations of Plant.--Enter all operations of plant costs.

Worksheet A, Line 7, Column 7

F.
Data Line No. l9, Laundry and Linen.--Enter all laundry and linen expense.

Worksheet A, Line 8, Column 7

G.
Data Line No. 20, Housekeeping.--Enter all housekeeping costs.

Worksheet A, Line 9, Column 7

H.
Data Line No. 21, Dietary.--Enter the amount of dietary expenses.

Worksheet A, Line l0, Column 7

I.
Data Line No.22, Page/Column Totals.--In order to assure quality control over the extracted data and to insure the accuracy of the data entry functions, page/column totals are used. There are no other control figures that could be machine (computer) verified in the balancing and editing process.

Therefore, for column 1, total data lines 4 through l3, and for column 2, total data lines 4 through 7 and 12 through 21.

Page 2
For reference purposes and in order to control extract sheets, enter the same data shown on page l for Intermediary Number, Provider Number, and Period.

J.
Data Line No. 23, Cafeteria.--Enter the amount of cafeteria expense.

Worksheet A, Line ll, Column 7

K.
Data Line No. 24, Total Salaries.--Enter the total amount of salaries.

Worksheet A, Line 72, Column l - HCFA-2552

Worksheet A, Line 80, Column l - HCFA-2552 (5-80)

L.
Data Lines 25 and 26.--These lines are provided for future expansion and the collection of additional data.  Intermediaries will be notified as to their nature and source. Until such time, these lines will be zero filled.

2046.4
Reclassifications.--Worksheet A-l, of HCFA-2552 or HCFA-2552 (5-80) is the data source for lines 27 through 30 of HCFA-2548.  The specific line and column in Worksheet A-l applicable to each data line are:
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A.
Data Line No. 27, Depreciation, Buildings, and Fixtures.--Enter the net amount from Worksheet A-l, line l9, column 1.

B.
Data Line No. 28, Depreciation, Movable Equipment.--Enter the net amount from Worksheet A-1, line 19, column 2.

C.
Data line No. 29, Administrative and General.--Enter the amount from Worksheet A-l, line 19, column 4.

D.
Data Line No. 30,  Interest.--Enter the amount from Worksheet A-1, line 19, column 5.

2046.5
Ancillary Costs.--Worksheet B, of HCFA-2552 or HCFA-2552 (5-80) is the source for the before and after stepdown data for lines 31 through 39 of HCFA-2548.  The specific line and column in Worksheet B applicable to each data line are:

A.
Data Line No. 31, Operating Room.--Enter the amount of operating room costs.

l.
Before Stepdown - Worksheet B, line 22, column 1

2.
After Stepdown - Worksheet B, line 22, column 21

B.
Data Line No. 32, Radiology.--Enter the amount of costs shown for radiology (diagnostic, therapeutic, and isotope).

l.
Before Stepdown - Worksheet B, Sum of lines 26, 27, and 28,

column 1

2.
After Stepdown - Worksheet B, Sum of lines 26, 27, and 28, 

column 21

C.
Data Line No. 33, Laboratory.--Enter the amount of laboratory costs.

l.
Before Stepdown - Worksheet B, Line 29, Column 1

2.
After Stepdown -Worksheet B, Line 29, Column 21

D.
Data Line No. 34, Oxygen (Inhalation) Therapy.--Enter the amount of oxygen therapy costs.

l.
Before Stepdown - Worksheet B, line 33, Column 1

2.
After Stepdown - Worksheet B, Line 33, Column 21

E.
Data Line No. 35, Physical Therapy.--Enter the amount of physical therapy costs.

1.
Before Stepdown - Worksheet B, Line 34, Column 1

2.
After Stepdown - Worksheet B, Line 34, Column 2l
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F.
Data Line No. 36, Medical Supplies Charged to Patients.--Enter the amount of costs for medical supplies charged to patients.

1.
Before Stepdown -Worksheet B, Line 39, Column l

2.
After Stepdown -Worksheet B, Line 39, Column 2l

G.
Data Line No. 37, Drugs Charged to Patients.--Enter the amount of costs for drugs charged to patients.

1.
Before Stepdown - Worksheet B, Line 40, Column 1

2.
After Stepdown -Worksheet B, Line 40, Column 21

H.
Data Line Nos. 38 and 39.--These lines are provided for future expansion and the collection of additional data. Intermediaries will be notified as to their nature and source. Until such time, these lines will be zero filled.

2046.6
Summary Costs.--Worksheet C and Worksheet D-l, of HCFA-2552 or HCFA-2552 (5-80) are the sources for data lines 40 through 42, 44, and 45. The specific worksheet line and column applicable to each data line are:

A.
Data Line No. 40, Total Inpatient Ancillary Costs - All Patients.--Enter the amount of inpatient ancillary costs allocated to all patients.

Worksheet C, Line 29a, Column 3 - HCFA-2552

Worksheet C, Line 34a, Column 3 - HCFA-2552 (5-80)

B.
Data Line No. 41, Total Outpatient Costs - All Patients.

--Enter the amount of outpatient costs allocated to all patients.

Worksheet C, Line 29a, Sum of Columns 7, 8, and 9 - HCFA-2552

Worksheet C, Line 34a, Sum of Columns 7, 8, and 9 - HCFA-2552 

(5-80)

C.
Data Line No. 42, Total Inpatient Routine Nursing Salary Costs.--Enter the total inpatient routine nursing salary cost as defined in the PRM, Part I, Section l303.

Worksheet D-1, Part I, Line 9

D.
Data Line 43, Page/Column Totals.--Enter the column totals of page 2 in their respective columns.

Column 1 - Total data lines 31 through 39

Column 2 - Total data lines 23 through 42

Page 3
For reference purposes and in order to control data profile sheets, enter the same data shown on page 1 and 2 for Intermediary Number, Provider Number, and Period.

E.
Data Line No. 44, Total General Routine Costs - All Patients.

--Enter the total general routine costs.

Worksheet D-1, Part I, Line 11
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NOTE:
This amount should agree with the amount shown on Worksheet B, Line 46, Column 21.

F.
Data Line No. 45, Total Special Care Costs - All Patients.--Enter the total special care unit costs.

Worksheet D-1, part I, Sum of Lines 29 through 32, Column l - HCFA-2552

Worksheet D-1, Part I, Sum of Lines 40 through 43, Column 1 - HCFA-2552 (5-80)


2046.7
HI Settlement Data.--Worksheets D-1 and E of HCFA-2552 and HCFA-2552 (5-80) are the sources of information for lines 46 through 52. The specific worksheet Part, line, and column applicable to each data line are:


A.
Data Line No. 46, Inpatient General Routine Service.--Enter the amount of reimbursable general inpatient service costs applicable to HI patients.

Part A--Worksheet D-l, Part I, Line 28 - HCFA-2552

Part A--Worksheet D-l, Part I, Line 39 - HCFA-2552 (5-80)

B.
Data Line No. 47, Inpatient Special Care Service.--Enter the amount of inpatient routine service costs apportioned to special care units for HI patients.

Part A--Worksheet D-1, part I, sum of lines 29 through 32, column 5-HCFA-2552

Part A--Worksheet D-1, part I, sum of lines 40 through 43, column 5, HCFA-2552 (5-80)


C.
Data Line No. 48, Inpatient Ancillary Service.--Enter the amount of inpatient ancillary service costs apportioned to HI patients.

1.
Part A--Worksheet E, part I, line 1, column 1

2.
Part B--Worksheet E, part I, line 1, column 2

D.
Data Line No. 49, Outpatient Services.--Enter the amount of outpatient service costs applicable to HI patients.

Part B--Worksheet E, part I, line 2, column 2

E.
Data Line No. 50, Reimbursable Return on Equity Capital.--Enter the amount of reimbursable return on equity capital.

Part A--Worksheet E, part III, line 2, column 1

NOTE:
This data line is applicable only when type of control (Data Line No. 2) has been checked as being proprietary and supplemental Worksheet F, parts I, II, and III, has been completed.

Rev. 248
70.13

2046.8
AUDITS
06-81

F.
Data Line No. 51, Reimbursable Costs as Originally Filed by Provider.--Enter the amount of reimbursable cost originally filed by the provider before any arithmetical checks or desk review adjustments were applied.

1.
Part A--Worksheet E, part III, line l6, column 1 - HCFA-2552

Part A--Worksheet E, part III, line 17, column 1 - HCFA-2552 (5-80)


2.
Part B--Worksheet E, part III, line 16, column 2 - HCFA-2552

Part B--Worksheet E, part III, line 17, column 2 - HCFA-2552 (5-80)


G.
Data Line No. 52, Reimbursable Costs After Desk Review.--

/0/_/_/ /_/_/_/ /_/_/_/ ZERO-FILL PART A AND PART B, AS SHOWN.

2046.8
Program Payments.--Worksheet E-1 of HCFA-2552 and HCFA-2552 (5-80) is the source for lines 53 through 56. The specific line and category in Worksheet E-l applicable to each data line are:

A.
Data line No. 53, Interim Payments Paid.--Enter the amount of interim payments paid to the provider.

1.
Part A, Inpatient--Worksheet E-1, line 1, category 1

2.
Part B, Inpatient--Worksheet E-1, line 1, category 2

3.
Part B, Outpatient--Worksheet E-1, line 1, category 3

B.
Data Line No. 54, Interim Payments Payable.--Enter the amount of interim payments on individual bills either submitted or to be submitted to the intermediary for services rendered in the cost reporting period.

1.
Part A, Inpatient--Worksheet E-1, line 2, category 1

2.
Part B, Inpatient--Worksheet E-1, line 2, category 2

3.
Part B, Outpatient--Worksheet E-1, line 2, category 3

C.
Data Line No. 55, Retroactive Lump-Sum Adjustments.--Enter the total amount of retroactive lump-sum adjustment based on subsequent revision of the interim rate for the cost reporting period. If payment is from Provider to Program, treat the amount as a negative amount.

1.
Part A, Inpatient--Worksheet E-l, line 3K, category 1

2.
Part B, Inpatient--Worksheet E-1, line 3k, category 2

3.
Part B, Outpatient--Worksheet E-1, line 3k, category 3
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D.
Data Line No. 56, Tentative Settlements.-- /0/_/_/ /_/_/_/ /_/_/_/ Zero-fill Part A Inpatient, Part B Inpatient, and Part B Outpatient, as shown.

2046.9
Balance Sheet Data for Proprietary Hospitals.--Supplemental Worksheet F, HCFA-2552G or HCFA-2552G (5-80) is the source for lines 57 through 60.  These will be applicable only when type of control (data line no. 2) has been checked as proprietary.  The specific line and column in Supplemental Worksheet F applicable to each data line are identified below.

A.
Data Line No. 57, Total Fixed Assets.--Enter the total fixed asset value.

Supplemental Worksheet F, Line 26, Column 2 (Balance Sheet Per

Books)

B.
Data Line No. 58, Total Liabilities.--Enter the total liabilities.

Supplemental Worksheet F, Line 50, Column 6 (Balance Sheet Per

Books)

C.
Data Lines No. 59 and 60.--These lines are provided for future expansion and the collection of additional data. Intermediaries will be notified as to their nature and source. Until such time, these lines will be zero filled.

D.
Data Line No. 61, Page/Column Totals.--Enter the column totals of page 3 in their respective columns.

Column 1, the sum of data lines 53 and 56

Column 2, the sum of data lines 46 and 48 and data lines 50 through 56

 


Column 3, the sum of data lines 44 through 45, 48 through 49, and 5l through 60.

2046.l0
HCFA Review Procedures For HCFA-2548.--The following review procedures are performed on each hospital data profile as it is received at HCFA-Baltimore. Intermediaries will be requested to verify those items not in accord with these procedures. The verification will be accomplished by us by either making a telephone contact or returning the data profile. As a means of reducing the time we spend making corrections, it is recommended that the following procedures be performed before the data profiles are sent to HCFA:

1.

The SMSA numbers are no longer required.

2.

Period From Date should be greater than 07-01-75 and the Period To Date greater than 06-30-76.

3.

Data Line 1.--Insure that the Cost Report Received Date is greater than the Period To Date. Also insure that this line contains two "X" items.

4.

Data line 2.--Insure that this line contains three "X" items.
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5.
Data line 3.--Insure that you have one "X" only.  Also insure that Type of Hospital corresponds with provider number (last 4 digits).

                                                      Provider Number

Type of Hospital                              (Last 4 Digits)
A & C--General and Specialty Short-Term
0001-0999   

B & D--General and Specialty Long-Term
2000-2999

  E--Tuberculosis
3000-3999

  F--Psychiatric
4000-4999

6.

If untitled data lines (i.e., data lines 12, 13, 25, 26, 38, 39, 59, and 60 are not zero filled, put "0" in first left hand block of each column.
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7.
Data line 6--

a.
General Service-- (Total I/P Days) must be greater than zero.  Take the greater of lines 4 or 5, multiply by 365 = (A).  (A) must be greater than line 6--General Service.

b.
Special Care-- (Total I/P Days) greater than or equal to zero.  Take the greater of lines 4 or 5, multiply by 365 = (B).  (B) must be greater than line 6--Special Care (note discrepancies)*.

8.

Data line 7--General Service and Special Care-- must be equal to or less than line 6.

9.
Data lines 8, l0, and ll--

a.
Before 6-30-78 acceptable to zero fill only if the provider has been notified that this information must be reported on cost reports after 7-l-78.

b.
After 7-l-78 data must not be zero filled.

l0.

Data line ll-- (Total HI Admissions) must be equal to or less than data line l0 (Total Admissions).

ll.
HCFA-2548--

a.
Lines l6, 2l, and 24-- must be greater than zero.

b.
Lines l4, l5, and l9-- can be zero filled but no negative figures.

l2.

Insure that the identifying data at the top of pages 2 and 3 correspond to that indicated on page l of the Profile Sheet.

l3.
HCFA-2548--

a.
Data lines 3l through 37-- After Step Down, must be greater than or equal to Before Step Down.

l4.
Data line 40-- must be equal to or greater than line 48 (Part A & B).

l5.
Data line 4l-- must be equal to or greater than line 49.

l6.
Data line 42-- must be greater than zero.

l7.
Data line 44-- must be equal to or greater than line 46.

70.l8
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l8.
Data line 45-- must be equal to or greater than line 47.  If there are no data in items 4 and 5 for Special Care, then lines 45 and 47 should contain zeros only.

l9.
If data line 2, Type of Control, is not X'ed (Proprietary) then data line 50 must be zero filled.

20.
If data line 2, Type of Control, is X'ed (Proprietary) then data lines 57 and 58 must contain values greater than zero.

2l.
Data line 5l--

a.
Part A-- must be greater than zero.

b.
Part B-- must be greater than or equal to zero (no negative figures).

22.
Data lines 53-54--

a.
I/P Part A, I/P Part B, O/P Part B-- must be greater than or equal to zero (no negative figures).

Arithmetic Checks:

23.
Total each column on each page and compare totals with those indicated on each page of the Profile Sheet.  These totals must correspond.  (Change if incorrect.)

24.
General Routine Cost Per Diem--
All Patients--

a.
Line 44 (Total General Routine Costs--All) divided by line 6 (General Service I/P Days--All only).

HI Patients--
b.
Line 46 (I/P General Routine Service--HI) divided by line 7

 



(General Service I/P Days--HI only).  If (b) is greater than

 



(a) perform the following:

Divide (b) by (a) = ________________________

If the above amount is more than l.03, note discrepancy.*
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25.
Ancillary Cost Per Diem--

All Patients--
a.
Line 40 (Total I/P Ancillary Costs--All) divided by line 6 (General Service and Special Care Days).

HI Patients--
b.
Line 48 (Total I/P Ancillary Costs--HI) divided by line 7 (General Service and Special Care Days).

If (a) is greater or less than (b) by $50 or more, note discrepancy.*

26.
Number of Full-Time Employees (Paid) Per Bed--
Line 8--Full-Time Equivalent Employees (Paid) divided by

Line 4--Beds Available (Beginning of Period) General Service and Special Care) 

            Equals        (a)      
If (a) is greater than 4, note discrepancy.*

*

If a discrepancy is noted, please verify those line items involved.  Those line items that are verified correct as shown, please write "verified for Proc. #         " next to each line item involved.
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2048.
GROUPING SHEETS FOR HOSPITAL DATA PROFILE

These grouping sheets are to be used when a cost center has been included on the trial balance (Worksheet/Schedule A) and carried forward to Worksheet/Schedule B in lieu of the cost center designated there.

For example, if "allergy" is a cost center on Worksheet/Schedule A and is carried forward to Worksheet/Schedule B as a cost center, the cost of that center should be added to "Laboratory" costs according to the grouping sheets.

It is essential that uniform classifications be maintained in inputting cost data in order to have output cost data that will be correct for comparison purposes.
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2             
                                  Line Number                    
Hospital

   Data

Name of
        Our Account                Worksheet/Schedule "A"
  Profile 
Account
              Name                            255l           2552
  l       2 
Admitting Office
Administrative & General


 l5

  5
20
 l6

Allergy

Laboratory



3l

29
35
33

Basal Metabolism (BMR)
Laboratory



3l

29
35
33

Business Office
Administrative & General


 l5

  5
20
 l6

Catherization
Operating Room 



34

22
30
3l

Casts and Dressings
Medical Supplies Charged 


46

39
33
36

to Patients

Chapel or
                                Administrative & General


l5

  5
20
 l6

  Chaplaincy

Circumcision
Operating Room



34

22
30
3l

Clinical Chemistry
Laboratory



3l

29
35
33

Cobalt

Radiology


29/30
26/27/28
34
30

Communications
Administrative & General


 l5

  5
20
 l6

Credit Office or
Administrative & General 


 l5

  5
20
 l6

  Credit & Collections

Cystology & Laboratory
Operating Room



34

22
30
3l

Dressings
                                Medical Supplies Charged 


46

39
33
36

to Patients

Drugs

Drugs Charged to Patients


32

40
36
37

Endoctrinology
Laboratory



3l

29
20
 l6

Formula Room
Dietary



  8

 l0
 l8
2l

Franchise Tax
Administrative & General


 l5

  5
20
 l6

General Store
Administrative & General


 l5

  5
20
 l6
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                                  Line Number                    
Hospital

   Data

Name of
        Our Account                Worksheet/Schedule "A"
  Profile 
Account
              Name                            255l           2552
  l       2 
Genito-Urinary (GU)
Laboratory



3l

29
35
33

Glucose

Drugs Charged to Patients


32

40
36
37

Heart Catherization
Operating Room



34

22
30
3l

Hemotology
Laboratory



3l

29
35
33

Insurance
                                Administrative & General


 l5

  5
20
 l6

Isotope Therapy
Radiology


29/30
26/27/28
34
32

Medical Directory
Administrative & General


 l5

  5
20
l6

Medical and Surgical
Medical Supplies Charged 


46

39
33
36

Services

to Patients

Medicare

Drugs Charged to Patients


32

40
36
37

Nuclear Medicine
Radiology


29/30
26/27/28
34
32

Pathology
Laboratory



3l

29
35
33

Payroll Expense and
Administrative & General


 l5

  5
20
 l6

  Accrual

Payroll Taxes
Administrative & General


 l5

  5
20
 16

Personal Property
Depreciation, Movable


  3

  3
 l5
 l5

  Taxes

Equipment

Physical Medicine 
Physical Therapy



41

34
32
35

  and Rehabilitation

Property Taxes
Depreciation - Buildings


  2

  2
 l4
 14

and Fixtures

Pulmonary or
Laboratory



31

29
35
33

  Pulmonary Function

Purchasing
Administrative & General


 l5

  5
20
 l6

Radioisotope
Radiology


29/30
26/27/28
34
32

Radium Therapy
Radiology


29/30
26/27/28
34
32
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4             

                                  Line Number                    
Hospital

   Data

Name of
        Our Account                Worksheet/Schedule "A"
  Profile 
Account
              Name                            255l           2552
  l       2 
RX - Drugs
Drugs Charged to Patients


32

40
36
37

Steroid Laboratory
Laboratory



3l

29
35
33

Sutures

Medical Supplies Charged 


46

39
33
36

to Patients

Taxes, Franchise,
Administrative & General


 l5

  5
20
 l6

  Calif.

Taxes & Licenses,
Administrative & General


 l5

  5
20
 l6

  Calif.

Tissues

Laboratory



3l

29
35
33

Vectory Laboratory
Laboratory



3l

29
35
33
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2049.
INSTRUCTIONS FOR PREPARING THE HOSPITAL DATA PROFILE EXTRACT TRANSMITTAL (HCFA-2550) (EXHIBIT III, PAGE 70.42).

For purposes of accountability and control the attached transmittal sheet (HCFA #2550) is used as a cover letter for forwarding a package of ten (l0) or less Hospital Data Profile Extract sets to HCFA.  Effort should be made to insure that the maximum of ten (l0) extract sets for each transmittal is achieved without causing undue delay in forwarding the package to the Medicare Bureau.

The transmittal form is a five (5) part form.  The intermediary will retain the #5 (intermediary's copy) and forward copies l thru 4 to the Medicare Bureau.  As a means of notifying the intermediary that the Provider Cost Analysis Branch (PCAB) has received the package, PCAB will return copy #4 of the transmittal to the intermediary within l0 working days after receipt of extract sets and transmittal.  The intermediary should allow 5 working days for transit of mail.  The following instructions are set forth as a guide for the preparation of the transmittal.

A.
Batch #  |__|__|__|__|    |    |__|__|__|__|

The batch number will be a nine (9) digit number of which the first five (5) will be the intermediary assigned identifying number and the remaining four (4) will be a sequential number from 000l to 9999, i.e., (99990-000l, 99990-0002, etc.)

B.
Date

|__|__|__|__|__|__|

The date shall be the current date when the transmittal is prepared.  January l5, l977, will be shown as 0 | l | l | 5 | 7 | 7 |

C.
To:
The forwarding address for extract sets is preprinted to insure a uniformity in mailings.

D.
From:  Enter the name of the intermediary submitting the cost reports or extract sets.

E.
Provider Name-- Enter the name of the provider represented by the Hospital Data Profile Extract set, e.g., Maryland General Hospital, Union Memorial Hospital.

F.
Provider Number  |__|__|__|__|__|__|

Enter the six (6) digits assigned by HCFA to the provider.

G.
Provider Year End  |__|__|__|__|__|__|

Enter the fiscal year end of the provider as represented by the Hospital Data Profile Extract set.

H.
Control Number  |__|__|__|__|__|__|__|__|

The control number is a hash total of the provider numbers entered on the transmittal form and must be entered for data processing control purposes.  Add all provider numbers entered on the form and enter the sum in the space provided.
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I.
Remarks--Enter any remarks pertaining to the Hospital Data Profile Extracts, e.g., low Medicare utilization providers (See § 2045.l)

J.
Prepared By--Enter the name of the person(s) who were responsible for preparation of the transmittal.
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EXHIBIT 3 _______________________________________________________________________________


HOSPITAL DATA PROFILE EXTRACT TRANSMITTAL

_______________________________________________________________________________

Note:  This is space for HCFA-2550 on this page.
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Instructions for Intermediary Employees and Audit Firms
2060.
INSTRUCTIONS TO AUDITORS ENGAGED OR EMPLOYED BY

INTERMEDIARIES TO AUDIT PROVIDERS PARTICIPATING IN MEDICARE.

Intermediaries should make sure that persons participating in provider audits under Part A or Part B of the Medicare program are furnished with a copy of the following guidelines. This includes intermediary employees performing audits of providers as well as audit firms engaged by the intermediary.

A.
The Health Insurance for the Aged Program (Title XVIII of the Social Security Act as amended) stipulates that Providers--namely hospitals, extended care facilities, home health agencies, and outpatient physical therapy providers--furnishing services to beneficiaries under the Program, will be reimbursed on the basis of the reasonable cost of such services.  To facilitate the making of payments to Providers, the Act provides for the Secretary of Health, Education, and welfare (hereinafter referred to as the Secretary) to enter into agreements with public or private organizations to act as Intermediaries for the purpose, among others, of determining the amount of reimbursement to be made to Providers.  Reimbursement is made directly by the Intermediaries during the year on an estimated basis, and final settlement is based on audited statements of Providers' cost submitted on an annual basis.

B.
The Secretary has overall responsibility for carrying out the Program including prescribing or approving regulations and guidelines to be followed by auditors engaged or employed by Intermediaries to audit Providers' costs.  The Secretary has delegated to the social Security Administration (SSA) the responsibility for policy formulations and the general management and operational aspects of the Program, including the prescribing of principles of reimbursement and related policies for use by Providers in determining the reasonable cost of services furnished to beneficiaries.

C.
The purpose of these instructions is to set forth the standards and guidelines to be observed and followed in making audits of Providers' costs, and to prescribe the minimum scope of audit and contents of audit report required.

D.
Audits of Provider costs may be made by qualified employees of the Intermediary or by independent audit firms engaged by the Intermediary.  The term "independent audit firm" as used in these instructions means (l) an independent certified public accounting firm or independent licensed public accounting firm whose partners or principals are certified or licensed by regulatory authority of a State or other political subdivision; or (2) an organization other than a certified public accounting firm or licensed public accounting firm specializing in the audit and examination of Provider costs.  The audit conducted by the staff of the Intermediary or the Intermediary's audit firm will not be deemed to be independent if, during the period of audit or at the time of certification of the reimbursable cost statement, any member of the Intermediary's audit staff or any employee of the Intermediary having direct jurisdiction or influence over the audit staff of the Intermediary or any partner or principal of the audit firm (l) had, or was committed to acquire, any direct financial interest or indirect material
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financial interest in the provider, or (2) at the time of audit or during the period covered by the cost statement was an officer or key employee of the provider.  In determining the independence of the intermediary's audit employees or the audit firm engaged by it, the word "independent" will be used in the same sense as prescribed by the American Institute of Certified Public Accountants in Rule l.0l of Article l of the Code of Professional Ethics, as amended March 4, l965.

E.
Where an independent audit firm is engaged by the intermediary to audit provider costs, the related contract between the intermediary and the audit firm must meet all requirements prescribed and issued by the Secretary and by the SSA including the requirements set forth in § 202l and § 2025, Exhibit l.

F.
The independent audit firm's working papers, including permanent files and reviews of internal control, are to be made available to representatives of the Secretary and the intermediary, at all reasonable times, for review and obtaining any necessary information.

The audit working papers must be retained by the independent audit firm for a period of three years following the final settlement on the audit subcontract.  Further, whenever an audit is made by the intermediary's own audit staff, the audit working papers for such audits should be retained by the intermediary for a period of three years following the final settlement for the intermediary's administrative costs for the year in which the audit was made.  (See § 2982, Item 20.)

G.
In addition to administering the Health Insurance for the Aged Program, many intermediaries administer hospital and health insurance plans as a part of their regular business and, in connection with such plans, require audits or examinations of providers. Where an audit of provider costs is not made solely to meet the needs or requirements of the program, the intermediary will be required, and may in turn require the audit firm, to maintain documentation to support the reasonableness of the bases used to allocate audit costs attributable to (a) the program aspects of the examination, (2) audit procedures not related to the program, and (3) where audit procedures relating to both the program and to other insurance plans of the intermediary are performed concurrently, the audit costs allocated to the program and to the other plans.

2060.l
Audit Standards to be Observed.--

A.
The examination must be in accordance with generally accepted auditing standards and must include, as a minimum, the auditing procedures prescribed in the audit program issued by the SSA and provided to intermediaries for the use of auditors employed or engaged by them.  The audit firm may rely on information and instructions supplied by the intermediary regarding such minimum requirements.
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2060.2
Questions and Interpretations.--

A.
The audit firm shall refer questions of interpretations of the Social Security Act, as amended, or principles of reimbursement for provider costs to the intermediary.  The audit firm may accept the written reply of the intermediary to the questions as conclusive.

2060.3
Scope of Audit.--

A.
The audit must be sufficiently comprehensive in scope to permit the expressing in the audit report of an opinion as to whether, in all material respects, the required schedules present fairly the reimbursable costs of the provider in conformity with the principles of reimbursement for provider costs issued by the Secretary.

2060.4
Report on Audit.--

A.
These instructions relating to the report are to be applied by intermediary employees performing audits of providers as well as by audit firms engaged by the intermediary.

B.
A separate report on audit must be prepared and submitted, in the required number of copies, to the intermediary, promptly upon completion of the examination of each provider.  The intermediary will submit one copy of the report to the SSA.

C.
The audit report is to include, as a minimum, the following sections and items:

l.
Statements.-- Providers' statements of reimbursable costs, on the forms prescribed by SSA.  (See Exhibits 6 and 7.)

2.
Auditor's Certificate.--

(a)
The certification should, depending on the circumstances, conform to the forms included in Exhibits 6 and 7 and the reporting requirements outlined in Exhibits 6 and 7 are to be considered as part of these instructions.

(b)
Notwithstanding any provisions to the contrary, if the intermediary instructs the audit firm to perform so limited an audit that the audit firm is not able to express an overall opinion as to the fairness of reasonable costs, then the report of the audit firm to the intermediary shall be limited to a summary of the audit work actually performed and a listing of any matters noted in such examination which would reflect on the fairness of reasonable costs.
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3.
Auditor's Comments.--One of the important functions of the intermediary is to assist its providers.  Auditor's comments are required so that the intermediary's attention is called to any matters which appear to be in need of improvement in a provider's management, operations or its accounting system.

In these comments a statement must appear concerning whether or not the auditor detected any questionable practices on the part of the provider which suggest the need for further investigation. Specifically, the auditor's notes must include the following statement:




"During the course of the audit I detected (or did not detect) practices on the part of the provider that are inconsistent with sound fiscal or business practices and which may result in unnecessary cost to the Medicare program."

The auditor must also include a comment if it is determined that a provider has claimed costs for any uncovered items or services which were disallowed on a prior cost report. (See § 2060.5 for additional instructions.)

In addition, the auditor must comment on the provider's accounting and internal control system as they affect the development of cost data under the prescribed principles of reimbursement.  When the audit report contains a qualified opinion or a disclaimer of opinion, the comments should disclose the deficiencies which resulted in the qualified opinion and offer suggestions for improvement.

If the auditor finds that the provider is not complying with cost report related directives issued by the intermediary of HCFA to a degree affecting the economical or effective operation of the program, the instances of noncompliance should be discussed in the comments.

An audit firm may elect to issue a report containing the auditor's comments, findings, and recommendations on matters other than the provider's statement of reimbursable costs. Such a report should be separate from the audit report of the provider's statement of reimbursable costs. Both reports should be submitted to the intermediary at the same time if possible.  If not, the separate report must be submitted within 30 days after the submission of the audit report.
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When the auditor finds that the directives issued by the intermediary or HCFA do not provide adequate or effective instructions and guidelines to the provider or that the assistance furnished the provider has been inadequate or ineffective, the finds and recommendations for improvement should be included in a separate memorandum to the intermediary.

2060.5
Notification to OPI RO of Suspected Fraud or Abuse Cases.--

A.
If the intermediary/subcontractor auditor identifies a potential fraud or abuse situation, the auditor should immediately notify the intermediary which, in turn, alerts the OPI RO.

The following are examples of the appearance of a potential fraud or abuse:

l.
Recording of personal expense items as provider cost for patient care.




2.
Arrangements by providers with employees, independent contractors, suppliers and others which appear to be designed primarily to overcharge the health insurance program with various devices e.g., commissions, fee splittings, used to siphon off or conceal illegal profits.

3.
A pattern of overutilization of services to inflate charges for purposes of increasing reimbursement.

4.
Any evidence of payroll entries and disbursements to personnel who provide little or no services to the provider.

5.
Providers' concealment of business activities which would affect eligibility for, or amount, of program reimbursement, e.g., undisclosed change of ownership or relationship with a supplying organization.

6.
Falsifying provider records in order to appear to meet the conditions of participation.

7.
Charging to the health insurance program costs not incurred or which are attributable to nonchargeable services or nonprogram activities.

8.
Billing for supplies or equipment which are clearly unsuitable for the patient's needs or are so lacking in quality or sufficiency for the purpose as to be virtually worthless.

9.
Duplicate billing which appears to be deliberate.  This includes billing the Medicare program twice or billing both Medicare and the beneficiary for the same services.

l0.
Deliberately providing, or receiving health insurance payments on
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the Medicare account of other than the individual to whom the account belongs.

11.
Persistently and deliberately billing beneficiaries rather than Medicare for covered services.

12.
Soliciting, offering or receiving a kickback, bribe or rebate.

13.
An ineffectual board of directors and/or audit committee.

14.
Abuse of internal accounting controls by administrative personnel.

15.
Indications of personal financial problems of administrators.

16.
Significant changes in business practices.

17.
Inadequate working capital or lack of flexibility in debt restrictions such as working capital ratios and limitations on additional borrowing.

18.
A complex corporate structure where the complexity does not appear to be warranted by the provider's size.

19.
Frequent changes of legal counsel or of key financial officers such as treasurer or controller.

20.
Premature announcement of profit or loss or of future expectations.

21.
Significant fluctuations in material account balances, financial interrelationships, inventory variances or inventory turnover rates.

22.
Unusually large payments in relation to services rendered by lawyers, consultants, agents and others.

23.
Difficulty in obtaining audit evidence with respect to unusual or unexplained entries, incomplete or missing documentation, or alterations in documentation or accounts.

24.
Delays in responses or evasive responses by management to audit inquiries.

25.
Deliberately including cost, without disclosing the fact, in the provider cost report, that specifically is nonreimbursable under the Medicare regulations.  This excludes instances where the provider discloses that the cost report is filed under protest and where the protested issues and their reimbursement effect are disclosed.

B.
Where a questionable situation has been identified, it would ordinarily be appropriate for an audit to be conducted while the situation is being investigated by the Office of Program Integrity and/or the Office of the Inspector General.  Occasionally,
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however, circumstances may require that an audit be discontinued pending the results of the investigation.  Decisions on these questions will be made by HCFA and the Office of the Inspector General.  Under no circumstances should the auditor discuss a possible fraudulent or abuse situation with the provider or take any action to resolve such questionable situations prior to receiving instructions from the HCFA Regional Division of Quality Control.  In addition, no action to disallow questionable costs involving possible fraud or program abuse should be taken without specific instructions from the HCFA Regional Division of Quality Control.
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C.
The intermediary has the responsibility of providing necessary guidance to providers in preparing their cost reports.  If certain cost items are discovered during an audit or desk review which are nonallowable, make the necessary adjustments and inform the provider of them.  Additionally, the intermediary should document any adjustments made to the cost report involving nonallowable cost items.

NOTE:
If there is a suspicion of any intent to defraud the United States Government supported by even the initial insertion of a nonallowable item on the cost report, no warning is required prior to prompt referral for investigation and prosecution.

If these same nonallowed costs appear on a subsequent cost report, the provider should be told again why these costs were disallowed.  Confirm the results of such notification in a letter advising the provider that further insistence on including the same nonallowable costs in the next cost report could result in referral to the U.S. Attorney for consideration of criminal and/or civil prosecution.

The following model language may be used:

On our audit for the period _____________ to ____________ certain cost items were disallowed because they were determined by our auditors to be nonallowed items.  When we audited your cost report for the period ____________ to ____________ we found the following expenses shown as allowable costs which were disallowed in the prior period:

In our meeting last week we advised you which specific items were not allowed and the reason for the disallowance.  Further insistence on including these nonallowable costs in future cost reports could result in referral of this situation to the U.S. Attorney for consideration of criminal and/or civil prosecution.

Should you have any questions, please contact (intermediary).

If the provider continues to include these nonallowable costs on its cost report prepared after receipt of the letter, refer the case to the Office of Program Integrity Regional Office.

The above instructions do not apply where the allowability of a cost item has been disputed, and the provider clearly indicates on the subsequent cost report that this particular item is still disputed and is being included by the provider in the cost report only to establish the basis for an appeal.
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2065.
EXHIBITS

Exhibit 6.
Report of Examinations of Pages 2 and 3 of Hospital Statements of Reimbursable Cost Under Medicare

This report was prepared by the Subcommittee on Compliance Reports of the Committee on Auditing Procedure of the American Institute of Certified Public Accountants.

Exhibit 7. 
Illustrative Form of Report

This report is applicable to the audit of hospitals.  Where audits are made of providers other than hospitals--namely skilled nursing facilities and home health agencies--the forms of auditor's report will conform, in all material respects, to the forms applicable to audits of hospitals.

Changes by the auditor in the forms of report will be confined primarily to substitutions of the appropriate HCFA form numbers and page numbers to give effect to the variations in the forms prescribed by HCFA for reporting reimbursable costs of each type of provider.
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Reports on Examinations of Pages 2 and 3



EXHIBIT 6

   Of Hospital Statements of Reimbursable

   Cost Under Medicare             
Examinations by independent auditors of information included in Medicare cost reimbursement schedules are expected to be made in varying circumstances.  The nature of the records and the effectiveness of internal control will vary among providers.  In addition, there will be variations in the scope of the work that the provider's auditors have been engaged to perform. In some cases, the providers' auditors will have examined and reported on both the financial statements and the cost reimbursement schedule.  In others they will have examined and reported on only the financial statements.  In still other situations the providers will not have auditors.  The variations in the circumstances of internal control and in the extent of the auditing procedures performed by any provider auditors will affect the amount of audit work to be done by auditors engaged by the intermediaries.

As in any other examination, the independent auditor reporting on information contained in the cost reimbursement schedule should obtain sufficient evidential matter to form a reasonable basis for his opinion.  In obtaining such evidential matter the auditor should make use of the audit work done by other auditors.  He should refer to their working papers and discuss with them the scope of their work and their conclusions. These steps are intended to enable the intermediary-appointed auditor to select the procedures that he will apply and the tests that he will make.

In selecting the procedures to be applied and the extent of the testing to be done, the auditor should use to the greatest extent possible the work performed by other auditors, in a manner similar to the use that he makes of highly effective internal control procedures, including any internal auditing procedures performed by members of the providers' staff.

The form of opinion shown below is intended to be illustrative of the opinion that the independent auditors should find it appropriate to give where they have been engaged to examine pages 2 and 3 of the Hospital Statements of Reimbursable Cost (Form SSA-l563).
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Illustrative Form of Report
EXHIBIT 7

We have examined the information shown on pages 2 and 3 of the Hospital Statement of Reimbursable Cost (Form SSA-l563) of the _________________________ for the year ended ___________________________.  Our examination of this information was made in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting and statistical records and such other auditing procedures, including those prescribed in the Audit Program for Hospitals published by the Department of Health, Education and Welfare, as we considered necessary in the circumstances.

In our opinion, pages 2 and 3 of the accompanying Hospital Statement of Reimbursable Cost present fairly in all material respects the information shown therein, in conformity with the Principles of Reimbursement for Provider Costs published by the Secretary of Health, Education and Welfare applied as described in the notes to those pages.

__________________________________

        Signature

________________

Date

The foregoing form of opinion is appropriate for use by the provider's auditor as well as by the intermediary-appointed auditors who may or may not have examined the provider's financial statements.  In circumstances where the provider's unaudited financial statements, in complete or partial form, are shown on pages ____ through ____ of the cost reimbursement schedule, such financial statements should be marked as "unaudited" and a middle paragraph should be added to the report expressing a disclaimer of opinion on the financial statements.  Where the financial statements shown on pages ____ to ____have been examined by either (a) the auditor rendering the report on pages 2 and 3 or (b) the provider's auditor a middle paragraph may be added as follows:

As to situation (a)

We have examined the financial statements of_____________________________ for the year ended ________________________ and have rendered our report thereon under date of ____________________.
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As to situation (b)

We have not examined the financial statements of ________________________ __________________ for the year ended _______________________________, and accordingly we do not express an opinion on them.  Such statements were examined by other public accountants who have reported on them under date of ___________________________.

Since inclusion of the middle paragraph is intended solely to furnish information about any examinations that may have been made of the financial statements included in the cost reimbursement schedule and not to indicate a sharing of responsibility, the opinion expressed as to pages 2 and 3 should not be modified to refer to the middle paragraph.

Whatever the circumstances, as in the case of any engagement where an auditor expresses an opinion, the auditing work done should be sufficient to support the opinion.

2069.
QUALIFICATIONS AND DISCLAIMERS OF OPINION.

Appropriate modification of the illustrative form will be required when the auditor finds it necessary to qualify his opinion or give a disclaimer of opinion.

There may be situations in which the auditor examining pages 2 and 3 of the Statement of Reimbursable Cost will not be able to formulate an opinion concerning such pages, or items shown on them, either because restrictions were placed on the scope of his work by the intermediary or because the condition of the reports prevented him from performing the work.

There also may be situations where the auditor will conclude that information shown is not presented fairly.  These situations may concern instances where, for example, the auditor concludes that the pages do not present certain information in conformity with accounting requirements of the Department, or where cost allocations are made improperly or information is inaccurate.

In the above situations the auditor should be guided by the discussion of qualified opinions and adverse opinions in Chapter l0 of AICPA Statement of Auditing Procedure No. 33.

The circumstances which resulted in a qualification of disclaimer of opinion should always be detailed in the auditor's notes.  (See § 2060.5 for additional instructions.)
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2073.
SPECIAL EXAMINATIONS.

Intermediaries may seek the advice and assistance of auditors with respect to various accounting and auditing matters associated with Medicare.  This may include requests for special examinations, such as examinations of specific accounts of Hospital Statements of Reimbursable Cost examined by other auditors.  The form of report to be submitted in such cases should be designed to fit the individual situation and should set forth clearly the scope of the work performed and the results. The auditor should be careful in reporting on such situations that he does not give the impression of having assumed more responsibility than his special examination warrants.  Generally, the provisions of Chapter l3 of the Statement of Auditing Procedure No. 33 dealing with special reports apply to such situations.  In some cases "negative assurance" type of reports may be appropriate, provided the conditions described in paragraph 2l of Chapter l0 of Statement of Auditing Procedure No. 33 are met.
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2075.
ACCESS TO BOOKS, DOCUMENTS, AND RECORDS OF SUBCONTRACTORS

2075.1
General.--Section 952 of the Omnibus Reconciliation Act of 1980, enacted December 5, 1980, amended §1861(v)(1)(I) of the Social Security Act to require that a contract (if its cost or value over a 12-month period is $10,000 or more) between a provider and a subcontractor must contain a clause allowing the Department of Health and Human Services' (HHS) Secretary and the U.S. Comptroller General (or their representatives) access to the subcontractor's books, documents, and records which are necessary to verify the nature and extent of costs of services furnished under the contract.  This clause must be included in the contract in order for the costs of services furnished under the contract to be included as costs for Medicare reimbursement.  In addition, the contract must allow access to contracts of a similar nature between subcontractors and related organizations of the subcontractor, and to their books, documents, and records.  The authorized representatives of the HHS Secretary are HCFA, HCFA's Medicare intermediaries, and the HHS Inspector General. In most instances, an intermediary will be the entity requesting access.

This legislation (codified at 42 Code of Federal Regulations, Subpart D,§420.300-304) applies to contracts entered into or renewed after December 5, 1980; hence, contracts renewed after December 5, 1980 must be amended to include the clause.  The clause must provide for access to the subcontractor's contract and books, documents, and records until 4 years have elapsed after the services are furnished under the contract or subcontract.  (NOTE: A provider's cost of renegotiation with a subcontractor to include the access clause in their contract, if it is not excessive and can be adequately justified, is an allowable Medicare cost and therefore may be included in the Administrative and General cost center.)

2075.2
Definitions.--

A.
"Books, Documents, and Records."--All writings, recordings, transcriptions, and tapes of any description necessary to verify the nature and extent of the costs of services provided by a subcontractor.  (NOTE:  For the sake of brevity, the term "books, documents, and records" is hereinafter shortened to "books.")

B.
"Common Ownership."--An individual(s) who possesses significant ownership or equity in the subcontractor and the entity providing the services under the contract.

C.
"Control."--An individual or organization having the power, directly or indirectly, to significantly influence or direct the action or policies of an organization or institution.

D.
"Provider."--A hospital, skilled nursing facility, home health agency, hospice, or comprehensive outpatient rehabilitation facility, or a related organization of any of these providers.
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E.
"Subcontractor."--Any entity, including an individual(s), that contracts with a provider to supply a service, either to the provider or directly to a beneficiary, for which Medicare reimburses the provider the cost of the service.  This includes organizations related to the subcontractor that have a contract with the subcontractor for which the cost or value is $10,000 or more in a 12-month period.

F.
"Related to the Subcontractor."--A subcontractor that is, to a significant extent, associated or affiliated with, owns (or is owned by), or has control of (or is controlled by), the organization furnishing the services, facilities, or supplies.  If a provider contracts for services with a subcontractor, and the subcontractor thereafter contracts with a related organization (which will actually furnish the services), both contracts must contain the access clause if one of the monetary criteria, described in the following §2075.4, is met.

G.
"Contract for Services."--A contract through which a provider obtains the performance of an act(s), as distinguished from supplies or equipment.  It includes any contract for both goods and services to the extent the value or cost of the service component is $10,000 or more within a 12-month period.

2075.3
Types of Contracts Covered by Access Provisions.--The access regulation applies to contracts concerning the purchase of services such as:

A.
consultations, management, medical care provided by physician groups or hospital-based physicians (for which Medicare may reimburse providers on a cost basis);

B.
linen services (rental of linens);

C.
furnishing of meals (as opposed to the direct purchase of food);

D.
legal and accounting services;

E.
provider management and provider management information systems; and

F.
insurance and leases for buildings and equipment.

Subcontracts for public utility services at rates established for uniform applicability to the general public are not subject to the regulation because the rates are already a matter of public record and are not negotiable.  Similarly, contracts for workers compensation insurance are not subject to the regulation since the rates are non-negotiable and are also a matter of public record.  Contracts concerning construction of buildings (including services of architects, painters, and interior decorators) need not contain the access clause; however, if a provider contracts with an interior decorator, painter, or other individual/company to perform service work on an existing building, the contract must contain the access clause.  When a provider contracts to purchase a product that includes a warranty of the product in the price, the contract is not subject to the regulation; however, a separately-purchased warranty or service-maintenance contract must contain the subject clause.
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2075.4
Monetary Criteria.--There are also monetary criteria to be considered in determining if a contract must contain the access clause.  If a contract is subject to the regulation as described in the preceding paragraph and one of the following criteria is met, the clause must be included in the contract:

A.
Any contract for services for 12 months or less that is valued at $10,000 or more (e.g., a $12,000 contract for services that are completed in 2 months);

B.
Any series of contracts with a subcontractor for a service(s) that total $10,000 or more over a consecutive 12-month period (e.g., two contracts for 6 months each that are valued at $8,000 each, or 12 contracts for 1 month each valued at $1,000 each, or a series of contracts costing $1,000 each for 10 months);

C.
Any contract that runs for more than 12 months, the apportioned value of which is $10,000 or more for a 12-month period (e.g., a contract for 18 months valued at $18,000 (the 12-month value is $12,000) or a contract for 24 months valued at $20,000, the 12-month value of which is $10,000); or,

D.
Any contract in which the cost or value of the services or service component is not specified, but the provider-projected services' value is $10,000 or more.  (If a contract does not contain the cost or value of the services and does not include the access clause, and it is subsequently determined by an intermediary (or other representative of the HHS Secretary) that the contract is subject to the statute, the provider risks not being reimbursed for the cost of the services under Medicare unless a good faith showing is made that would permit modification of the contract.)

These contracts between providers and subcontractors may be written or oral.  With respect to a written contract, the access clause must be made a part of the contract.  Regarding an oral contract, a provider is required to have a written agreement (with a subcontractor) in the form of a letter of understanding that allows access to the pertinent books.

Providers are advised in §2440.4, Chapter 24, Provider Reimbursement Manual (HCFA Pub. 15-1), that the following sample access clause language (which complies with the regulation) may be used:

"Until the expiration of four years after the furnishing of the services provided under this contract, (Name of Subcontractor) will make available to the Secretary, U.S. Department of Health and Human Services, and the U.S. Comptroller General, and their representatives, this contract and all books, documents, and records necessary to certify the nature and extent of the costs of those services.  If (Name of Subcontractor) carries out the duties of the contract through a subcontract worth $10,000 or more over a 12-month period with a related organization, the subcontract will also contain an access clause to permit access by the Secretary, Comptroller General, and their representatives to the related organization's books and records."
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This language may not be suitable to all contracts.  Therefore, contracting parties may use other clause language provided it contains the elements required in the regulation with respect to the nature of their contractual arrangement.  Also, in those cases where the access provision is contained in a document other than the contract to which it applies, the sample clause will have to be modified accordingly.

2075.5
Access Clause Not in Contract.--There may be situations where a provider, after applying the criteria of the regulation to a contract, erroneously decides that the contract does not require an access clause.  In such unusual situations, if the provider demonstrates satisfactorily that the decision not to include the clause was made in good faith with a reasonable basis(es), and the provider and subcontractor amend their contract to include an access clause within an acceptable (to the intermediary) period of time after being advised that such amendment is required, treat the contract as meeting the requirements of the regulation.  An example of a provider response demonstrating good faith with a reasonable basis is a situation where the provider honestly concluded that the cost or value of the service component of a goods and services contract was less than $10,000.  With respect to contracts where services or services and goods are still being provided, any such amendment must make clear that the access clause applies to books, documents, and records for the full term of the contract and not just for the period following the date of amendment.  If a provider demonstrates satisfactorily that the decision not to include the clause was made in good faith with a reasonable basis, but cannot amend the contract because the subcontractor is no longer in business, make a determination as to the reasonableness of the costs of the subcontractor's services using available information.  Take appropriate disallowance and/or recoupment action with respect to the cost of the services of the subcontractor if either the provider or subcontractor refuses to amend the contract, or the provider does not demonstrate satisfactorily that the decision not to include the clause was made in good faith with a reasonable basis(es).

There may also be situations in which an individual subcontractor refuses to enter into a contract containing the required access clause, or will not agree to the addition of the access clause to an existing contract, which becomes necessary because of a contract modification.  Providers are instructed in §2441 of the Provider Reimbursement Manual to contact the HCFA Regional Administrator in their area if they have difficulty in finding another organization that will agree to the clause and offer the needed services at a cost at least as competitive as that of the original organization.  (A provider that does not notify the Regional Administrator but instead, on its own initiative, contracts with a more expensive subcontractor or omits the access clause, risks not being reimbursed for the full cost of the services furnished under the contract.)  If the Regional Administrator's efforts to persuade a subcontractor to include the required clause are unsuccessful, and no other subcontractor is available that will furnish the services at a competitive price and agree to the access provision, a provider may find it necessary to contract with another organization willing to accept the access clause, even though the cost of the services may be greater.  In this situation, providers are requested to contact their intermediary before entering into a contract to assure that the greater cost incurred will be considered during the cost report settlement process; this is not intended to be a pre-approval requirement.
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2075.6
 Reasons for Seeking Access.--If a written accusation (from an HHS or non-HHS party) with suitable evidence against a provider or subcontractor of kickbacks, bribes, rebates, or other illegal activities is received, prepare a report of the situation and forward it to the regional Office of Health Financing Integrity (Office of the Inspector General, HHS).  However, if there is reason to believe that the costs claimed by a provider for services of a subcontractor are excessive or inappropriate, or evidence of possible nondisclosure of the existence of a related organization is discovered, or it is determined that there is insufficient information to judge the appropriateness of the cost(s) claimed by a provider for services of a subcontractor, it may be necessary to examine the books of the subcontractor.  Before requesting the subcontractor's books, determine if there is a more efficient, practical, or economical method of obtaining the necessary information.  If there is such a method  or other source (e.g., the provider is able to furnish substantiation for the cost of the services), obtain the needed information by that means before seeking to gain access to the subcontractor's books.  If there is no alternate method or source, seek access, but limit the access request to those books germane to the item(s) in question.  Do not make any unnecessarily burdensome or overly intrusive demands on a subcontractor or go on "fishing expeditions."

2075.7
Access Request Procedures.--Requests for access must be in writing and contain all of the following elements:

A.
Reasonable identification of the books to which access is being requested;

B.
Identification of the subject contract or subcontract;

C.
Reason(s) why the appropriateness of the costs or value of the services of the subcontractor in question cannot be adequately or efficiently determined without access to the subcontractor's books;

D.
Authority in the statute and regulations for the access requested (see§ 2075.1);

E.
If possible, identification of the individual(s) who will visit the subcontractor to obtain access to the books;

F.
Time and date of the scheduled visit; and

G.
Name of the duly authorized intermediary staff member to contact if there are any questions.

2075.8
Subcontractor Response Requirements.--

A.
A subcontractor has 30 days from the date of a written request for access to books to make them available in accordance with the request.

Rev. 317










2-95

2075.8 (Cont.)
AUDITS 




04-84

B.
If a subcontractor believes a request is inadequate because it does not fully meet one or more of the required elements listed in §2075.7, it must advise the intermediary of the additional information needed within 20 days from the date of the request.  Within 20 days from the date of the intermediary's response (providing the additional information), the subcontractor must make the books available.

C.
A subcontractor must request (in writing) an extension of time within which to comply with an access request if it believes, for good cause, that the requested material cannot be made available within the 30 day period (e.g., the requested material is located at a home office or in storage and there will be a delay due to retrieval time).  If such a request is made, either grant an extension for good cause shown or, if no date can be mutually agreed upon for making the books available, initiate a delay or denial of reimbursement for the cost of the services.

D.
A subcontractor must make requested material available for inspection and audit during its regular business hours.  (NOTE: Since subcontractor books subject to access will contain both information germane to the cost item(s) in question as well as other business records (which could be sensitive in nature), it is recommended that these books, or portions thereof, not be photocopied or otherwise reproduced.  Instead, extract the germane information needed and record it in written workpapers.  If absolutely necessary, photocopy/reproduce only the germane information.)

E.
If a subcontractor is asked to reproduce books, reimburse the subcontractor for the reasonable costs of reproduction from Medicare funds.  However, if a subcontractor reproduces books as a means of making them available, do not reimburse the subcontractor for this reproduction.  If there are any other costs or charges associated with an examination of subcontractor books (e.g., subcontractor staff time spent assisting the intermediary auditor when the subcontractor is an accounting or legal firm), refer to section 2020 of this manual.

F.
A subcontractor must, at the request of an intermediary, make the originals of any requested books available for inspection.

2075.9
Refusal of Subcontractor to Furnish Access.--If it is determined that a subcontractor's books are necessary for a reimbursement determination and, despite all efforts, a subcontractor refuses to make them available, immediately notify the  HCFA Regional Administrator.  If a subcontractor continues to refuse access, legal action may be initiated by HCFA against that subcontractor.  Also, the Regional Administrator will advise the subject provider that its subcontractor has refused access so that the provider may take whatever action it considers necessary for its financial protection (e.g., withholding of any balances due the subcontractor under the contract).
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2075.10
Freedom of Information Act (FOIA) Requests.--If a request is received for release under the FOIA of information obtained from a subcontractor through an access to books action, immediately refer the FOIA request to:

Health Care Financing Administration

Office of Public Affairs

619 East High Rise

6325 Security Boulevard

Baltimore, MD  21207

(NOTE:
The FOIA allows HCFA to exempt from mandatory disclosure to requestors certain classes of records, such as trade secrets, confidential commercial or financial information, and personnel and medical files (see 5 United States Code 552(b).)
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