
DETERMINATION OF COST OF SERVICES

01-84
TO BENEFICIARIES
2207.2

2207.2
 Apportionment Methods for Cost Reporting Periods Beginning after December 3l, l97l.--For cost reporting periods beginning after December 3l, l97l, providers shall use the departmental or combination method of apportionment as indicated in §2200.2 and §2200.3.  The carve-out method shall be used by providers approved as swing-bed hospitals on or after July 20, 1982.  (See §2200.4).

A.
Departmental Method.--The following illustrates the apportionment of costs, using only inpatient data, based on the average cost per diem for general routine services and for each special care unit, and the apportioning of the cost of ancillary services on the ratio of beneficiary charges to total charges applied to cost by department.


Hospital Y







Ratio of

Cost of


Charges to

Beneficiary

Beneficiary


Program
Total
Charges to
Total
Services

Department
Beneficiaries
Charges
Total Charges
Cost









Percent

Operating

  Rooms
$20,000
$70,000
28 4/7
$ 77,000
$22,000

Delivery and

  Labor

  Rooms
0
l2,000
  0
30,000
0  

Pharmacy
20,000
60,000
33 l/3
45,000
l5,000

X-ray
24,000
l00,000
24
75,000
l8,000

Laboratory
40,000
l40,000
28 4/7
98,000
28,000

Others
  6,000
  30,000
20     
  25,000
   5,000
   Sub-total
$ll0,000
$4l2,000
---
$350,000
$88,000

Total

Average
Program

Cost of

Inpatient
Total
Cost
Inpatient
Beneficiary


Days
Cost
Per Diem
Days

Services

General




  Routine
30,000
$630,000
$21
8,000
$168,000

Coronary

  Care Unit
     500
    20,000
  40
    200

  8,000

Intensive

  Care Unit
  3,000
  108,000
  36
 1,000

36,000
  Sub-Total
33,500
$758,000

 9,200
$212,000
Total Cost of Beneficiary Services



$300,000
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For services rendered on or before September 30, 1982, an inpatient routine nursing salary cost differential adjustment factor is necessary, to the extent pertinent, in determining the cost of general routine services rendered to program beneficiaries.  (See §1300.)

B.
Combination Method.--The following illustrates the apportionment of costs, using only inpatient data, based on the average cost per diem for general routine services, the average cost per diem for the aggregate of the special care units, and the apportioning of the cost of ancillary services on the basis of the ratio of total beneficiary covered ancillary charges to total patient ancillary charges (excluding delivery room and labor room charges) applied to the total cost of all such ancillary services (excluding delivery and labor room costs).


Hospital Z 

Statistical and financial data:

Total inpatient days for all patients - General area
30,000          

Total inpatient days for all patients - All special

   care units
2,500          

Inpatient days applicable to program beneficiaries -

   General area
7,500          

Inpatient days applicable to program beneficiaries -

   All special care units
750          

Total allowable costs - General inpatient routine area
$600,000          

Total allowable costs - All special care units
$  95,000          

Inpatient ancillary services - Total allowable costs

   excluding delivery and labor room cost
$320,000          

Inpatient ancillary services - Total charges excluding

   delivery and labor room charges
$400,000          

Inpatient ancillary services - Charges for services to

   program beneficiaries
$  80,000          

Computation of cost applicable to program:

Average cost per diem for general routine services:

$600,000 ( 30,000 = $20 per diem

Cost of general routine services (exclusive of any

inpatient routine nursing salary cost differential

adjustment factor) rendered to program beneficiaries:

$20 per diem x 7,500 days
$150,000          

Average cost per diem for special care units:

$95,000 ( 2,500 = $38 per diem
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Cost of services rendered to program beneficiaries in

special care units: $38 per diem x 750 days             
$  28,500

Ratio of beneficiary charges to total charges for all

ancillary services excluding delivery and labor room

charges:  $80,000 ( $400,000 = 20 percent

Cost of ancillary services rendered to program

beneficiaries:  20 percent x $320,000                   
$  64,000
Total cost (exclusive of any inpatient routine

nursing salary cost differential adjustment

factor) of services rendered to program

beneficiaries                                           
$242,500
For services rendered on or before September 30, 1982, an inpatient routine nursing salary cost differential adjustment factor is necessary, to the extent pertinent, in determining the cost of general routine services rendered to program beneficiaries.  (See §1300.)

C.
Swing-Bed Reimbursement Method.--On or after July 20, 1982, small, rural hospitals that have received HCFA approval to use beds interchangeably as either hospital or SNF beds must use the swing-bed reimbursement method.  Small, rural hospital-SNF complexes that elect to be reimbursed under the optional reimbursement method must use that method for cost reporting periods beginning on or after July 20, 1982.  (See §2230.9.)
2207.3
Cost Reporting Periods Beginning on or After October 1, 1982.--The apportionment methodology for inpatient general routine service costs in hospitals and skilled nursing facilities is revised to include in Medicare costs, the difference in cost between semi-private and private accommodations only when private rooms are furnished to beneficiaries for medically necessary reasons.  (See 42 CFR 405.452(b)(1)(iii).)  In addition, Medicare no longer shares in the additional cost of private rooms used by non-Medicare patients.  Providers may still collect a private room charge differential from Medicare beneficiaries when private rooms are requested and are not medically necessary.  (See §2204.2.)

Determine hospital and SNF reimbursement for inpatient general routine service cost as follows.

Step 1a.--Determine the average per diem private room charge differential between a private room patient day and semi-private room patient day by subtracting the average per diem charge for all semi-private room accommodations from the average per diem charge for all private accommodations. The average per diem charge for private room accommodations is determined by dividing the total charges for private room accommodations by the total number of days of care furnished in private room accommodations.  The average per diem charge for semi-private accommodations is determined by dividing the total charges for semi-private room accommodations by the total number of days of care furnished in semi-private accommodations.
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Step 1b.--Determine the inpatient general routine cost/charge ratio by dividing the total inpatient general routine service costs by the total inpatient general routine service charges.

Step 1c.--Determine the average per diem private room cost differential by multiplying the average per diem private room charge differential determined in step 1a by the inpatient general routine cost/charge ratio determined in step 1b.

Step 2a.--Determine the total private room cost differential by multiplying the average per diem private room cost differential determined in step 1c by the total number of private room patient days.

Step 2b.--Determine the total inpatient general routine service costs net of the total private room cost differential by subtracting the total private room cost differential determined in step 2a from total inpatient general routine service costs.

Step 2c.--Determine the average cost per diem for inpatient general routine services by dividing the total inpatient general routine service costs net of the total private room cost differential determined in step 2b by all inpatient general routine days for all accommodations including private room accommodations.

Step 3.--Determine the total inpatient general routine service cost applicable to Medicare, including the cost of medically necessary private rooms used by Medicare patients, as follows.  First, multiply the average cost per diem for inpatient general routine services determined in step 2c by all Medicare inpatient general routine days including Medicare private room days regardless of whether they were medically necessary.  Add to this amount the private room cost differential applicable to Medicare inpatient general routine days.  This is determined by multiplying the average per diem private room cost differential determined in step 1c by the number of medically necessary private room days of care furnished to Medicare patients.

These steps are restated in the following formula:

1. Average per diem private room cost differential
a.
Average Per Diem
Average Per Diem 
Average Per Diem

Private Room Charge        =
Private Room                   -
Semi-Private

Differential
Charge 
Room Charge

b.
Inpatient General               =
Total Inpatient General Routine Service

Routine
Costs                                                      

Cost/Charge Ratio
Total Inpatient General Routine Service 




 
Charges

c.
Average Per Diem
Average Per Diem
Inpatient General

Private Room                    =
Private Room Charge      X
Routine Cost/

Cost Differential
Differential
Charge Ratio
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2.
Average cost per diem for inpatient general routine services
a.
Total Private Room            =
Average Per Diem
Total Private Room

    
Cost Differential
Private Room                     X  
Patient Days

Cost Differential

b. 
Total Inpatient General
Total Inpatient
Total Private

Routine Service Costs        =
General Routine                  -
Room Cost

Net of the Private Room 
Service Costs
Differential

Cost Differential

c.
Average Cost Per Diem
Inpatient General Routine Service Costs

for Inpatient General          =
Net of Private Room Cost Differential
Routine Services
Total Patient Days for All Inpatient

General Routine Accommodations

3.
Medicare inpatient general routine service costs
(Average Cost Per Diem for      

X
All Medicare Inpatient General 

Inpatient General Routine



 Routine Days Including Medicare Priv.  

Services






 Rm. Day)

                                            

+

(Average Per Diem Private        
X

Medicare Medically Necessary

Room Cost Differential 

   


 Private Room Days)

In light of the small proportion of ward days compared to other inpatient general routine days, this methodology does not distinguish between ward and semi-private accommodations except where semi-private or private days are specifically identified.

Under the swing-bed provision, Medicare reimbursement for inpatient general routine hospital services is determined after amounts and days attributable to the routine long-term care services provided under the swing bed approval are excluded.  (See §2230.)  The private room methodology discussed in this section is applicable after the long-term care costs and days have been excluded. Since reimbursement rates are specified by statute for the long-term days of care furnished by a swing-bed hospital, the apportionment methodology in this section does not apply to these days of care.
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2208.
METHODS OF COST APPORTIONMENT FOR ALL-INCLUSIVE RATE OR NO-

CHARGE STRUCTURE PROVIDERS

2208.1
 All-Inclusive Rate or No-Charge Structure Hospitals.--The approved  methods for apportioning allowable cost between Medicare and non-Medicare patients under the program are not readily adaptable to those hospitals having an all-inclusive rate (one charge covering all services) or a no-charge structure.  Therefore, alternative methods of apportionment have been developed for all-inclusive rate or no-charge structure hospitals. These methods are available only to those hospitals which do not have charge structures for individual services rendered.  The alternative methods described herein are presented in the order of their preference, A through E.          
For cost reporting periods ending before January 1, 1970, the statistical method (Method A) should be used where there are sufficient and usable data available.  Alternative Methods B through E are offered to accommodate the varying degrees of data available in these hospitals.  The use of Methods B through E must be approved by the intermediary after considering the data available and ascertaining which of the methods that can be applied achieves equity, not merely greater reimbursement, in the allocation of costs for services rendered to Medicare beneficiaries.
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For cost reporting periods ending after December 31, 1969, the statistical method (Method A) shall be considered the permanent method of cost apportionment.  Where the permanent method is not used, the intermediary may grant specific permission for a hospital to continue to use--on a temporary basis--a less sophisticated method.

Having used an alternative of higher preference, a hospital may not elect to use an alternative of lower preference in subsequent reporting periods.  For example, if a hospital used Method D, Comparative Hospital Data, for its first reporting period, it cannot, thereafter, elect to use alternative Method E. It can, however, use methods A, B, or C.  Where the statistical method is not used, the intermediary will add to the cost report a statement explaining why the method selected was used, and why methods of higher priority could not be used.

In the application of these alternatives, cost report forms plus associated instructions and definitions currently in use should be used where applicable.

A.
Departmental Statistical Data-Method A.--In the absence of charge data which would permit the use of methods approved under §§ 2200.1-2200.3, this method is to be used where adequate departmental statistics are available.  The step-down procedures for cost finding required in § 2306.1 must be used.

Under the statistical method, the cost of routine services are apportioned on the basis of the relative number of patient days for beneficiaries and for other patients, i.e., an average per diem basis.  The costs of ancillary services if apportioned departmentally on the basis of the ratio of covered beneficiary inpatient statistics to total inpatient statistics applicable to such costs.  Statistics must be weighted to reflect relative values. Since weighting factors may vary among various types of institutions, the intermediary may approve the use of those factors which in its judgment produce the most equitable results in each situation.  In any event, the data collected must satisfy audit verification. The amounts computed as the program's share of the provider's routine and ancillary costs are then combined in determining the amount of program reimbursement.

Application.--Hospitals that have maintained a count of services by type rendered to Medicare and non-Medicare patients may apply such statistics in the apportionment of ancillary costs.  Hospitals that did not record such statistics during their first Medicare cost reporting period may use statistical sampling techniques where approved by the intermediary.  However, hospitals that began to record such statistics during the second cost reporting period may use the statistical data gathered in the second period to apportion costs of the first period.  In such cases,
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however, the intermediary must have established that procedures followed in gathering data are proper.  The statistics must represent an adequate segment of the period in which gathered, preferably 6 months or longer.

Certain ancillary services may not be considered sufficiently significant to justify a separate calculation of costs for Medicare and non-Medicare patients.  For example, a provider may have very limited physical therapy services which may represent less than 1 percent of the total direct and indirect costs and therefore a separate cost apportionment is not necessary.  Other ancillary services such as regular drugs and medical supplies may be significant but present special difficulties in identifying and measuring usage.  For cost reporting period ending before January 1, 1970, the total expenditures for such services can be segregated and assumed to have been incurred by Medicare and non-Medicare patients in equal quantity per patient day.  The cost of these ancillary average cost per diem for all patient multiplied by the total number of Medicare patient days.  For period ending after December 31, 1969, where such services are significant, adequate procedures must be established for measuring the use of these services by Medicare beneficiaries.

Using the statistical basis the cost settlement shall be determined as follows:

1.
Determine total allowable cost using Form SSA-1562, Schedule A through Worksheet B-1-2.

2.
Complete Schedule C and C-1 Form SSA-1562 to allocate total allowable costs between inpatient and outpatient services using the ratios of total inpatient charges and total outpatient charges to total combined charges, weighted statistics, occasions of service, or other basis with the intermediary's approval.

3.
Multiply the average per diem cost of routine services by the total Medicare days, or apply the ratio of Medicare inpatient charges to total inpatient charges to total inpatient routine services costs to determine Medicare's share of routine service costs.

4.
Determine the Medicare portion of ancillary costs by applying departmentally, the statistical ratio of Medicare utilization to total utilization.  Such statistical data may be shown on the "Calculation of Reimbursement Settlement, Inpatient Services," Form SSA-1563, page 2, for cost reporting periods ending before April 1, 1968, or Exhibit B, Form SSA-1992 for cost reporting periods ending after March 31, 1968.

5.
The statistics used in 4 above should be supported by a supplementary schedule showing how they were developed.
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6.
The amount determined in 3 above should be inserted on line 16, column 6, page 2 of Form SSA-1563 or line 20, column 6 of Exhibit B, Form SSA-1992.

7.
All other pages of Form SSA-1563 or Form SSA-1992 when applicable will be completed in the usual manner.  If separate identifiable charges for outpatient services are not available, statistical data or an average cost per occasion of service may be used in the outpatient cost settlement (page 3, Form SSZ-1563 or Exhibit E, Form SSA-1992).

In some cases, a hospital may have an "all-inclusive charge," but for certain specialized services, such as X-ray or laboratory, makes a separate identifiable charge for services rendered in these departments.  In such cases, if the same schedule of charges is used for both Medicare and non-Medicare patients, the ratio of charges to charges may be applies to the cost of those departments only when statistics are not available.  The statistical method of apportionment should be applied to all other departments.

B.
Sliding Scale-Method B.--In the absence of charges or statistical data, a hospital may use the sliding scale method to determine ancillary costs, with routine service costs determined on an average per diem cost basis.  Total allowable costs should be allocated between routine and ancillary services through step-down cost finding, or by suing the estimated percentage basis where permitted.

When using the sliding scale method to determine Medicare ancillary costs, the hospital would:

1.
determine the average length of stay of all patients;

2.
determine the average length of stay for patients 65 years or older;

3.
calculate the average per diem allowable ancillary costs for all patients;

4.
determine the weighted average percentage of average per diem ancillary costs for Medicare patient in the following manner:

a.
multiply the average length of stay for all patient by 100 percent to determine a weighted percentage;

b.
the difference in the number of days between the average length of stay for patients 65 years or older and the average length of stay for all patients must be multiplied by 75 percent to determine a weighted percentage;
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c.
the total of a and b. above will produce a total weighted value for the average length of stay for patients 65 years or older.

This weighted value must be divided by the average length of stay for patients 65 years or older to produce the percentage to be applied to the ancillary average per diem cost.

This percentage can be less than, but cannot exceed, 100 percent of the average ancillary per diem cost.  where the average length of stay for Medicare inpatients is less than the average length of stay for all inpatients, the percentage derived under this formula would be 100 percent.

The following example illustrates the computation of the weighted percentages:

Assumed Facts:

Average length of stay, all patients


    8 days

Average length of stay, inpatients 65



  years of older




  13 days

Weighted percentages:

8 days x 100% = 800%

5 days x  75% = 375%

   
13

      1,175%
Total weighted value of 1,175 percent divided by 13 (average length of stay for patients 65 years or older) equals 90.38 percent of the ancillary average per diem cost.

5.
Apply the percentage determined in 4 above to the ancillary average per diem cost for patients and multiply the resulting amount by the total number of Medicare inpatient days to determine Medicare's share of ancillary service costs.

The following example illustrates the computation of Medicare ancillary costs under this method:

Assumed Facts:

Total allowable ancillary costs


$200,000

Total inpatient days



    10,000

Total Medicare inpatient days



      2,500

Average length of stay, all patients


             8 days

Average length of stay, patients 65



  years or older




           13 days
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Computed as follows:

a.
Average per diem ancillary costs, all patients:

  $200,000     10,000 = $20 per day

b.
Weighted percentages:

8 days x 100% =
      800%

 5 days x  75% =
      375%
13


    1,175%
Total weighted value of 1,175 percent divided by 13 (average length of stay for patients 65 years or older) equals 90.38 percent of the ancillary average per diem cost.

c.
$20 per diem x 90.38 percent x 2,500 Medicare inpatient days =

  Medicare ancillary reimbursement of $45,190

Application.--

1.
Determine total allowable cost, using Form SSA-1562, Schedule A through Worksheet B-1-2.

2.
Complete Schedules C and C-1 (Form SSA-1562) to allocate total allowable costs between inpatient and outpatient services using the ratios of total inpatient charges and total outpatient charges to total combined charges, weighted statistics, occasions of service, or other basis with the intermediary's approval.

3.
Complete line 12, column 4 of page 2, Form SSA-1563, or line 15, column 4 of Exhibit B, Form SSA-1992.  Insert in column 6 the amount of Medicare ancillary costs. A separate schedule must be attached to support the calculation of this amount.

4.
Medicare's share of routine service costs will be determined when completing the remainder of page 2, Form SSA-1563 or Exhibit B, Form SSA-1992.

5.
All other pages of Form SSA-1563 or Form SSA-1992 when applicable will be completed in the usual manner.  If separate identifiable charges or statistical data for outpatient services are not available, an average cost per occasion of service may be used in the outpatient cost settlement (page 3, Form SSA-1563 or Exhibit E, Form SSA-1992).

C.
Descending Rates of Charges-Method C.--Some providers with all-inclusive rates have established a descending rate charge structure which is applies to the length of patient stay.  For example, the average daily
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charge established by the hospital may be $30.  The hospital would then apply its charges to all patient in the following manner:

Patient Stay   

Descending Rate  
          Average Daily Charge  
Charge Per Day
1st-3rd day


120%


$30
     $36.00

4th-9th day


100%


$30
     $30.00

After 9th day


 65%


$30
     $19.50

Where the provider has previously established such a rate-charge structure based on  cost, the percentage used for establishing the charge per day may be applied to the total allowable average per diem cost to arrive at the Medicare reimbursement.

EXAMPLE:

    A
    B

  C

D
    E

Medicare

Total Allowable


Medicare

Patient
Number 
Average Per
Descending
Reimbursement

Stay
of Days
Diem Cost

Rate
B x C x D

__________________________________________________________________________

1st-3rd

day
1,000

$20

120%
$  24,000

4th-9th


 day
3,000

$20

100%   
    60,000

After

 9th day
2,000

$20

 65%
    26,000
$110,000
This same approach may be sued with the approval of the intermediary where the provider is using a descending scale of charges which are based on cost.

Application.--

1.
The total allowable cost and segregation of cost between inpatient and outpatient services will be shown on Form SSA-1564A, pages 1b and 2b in accordance with related instructions.

2.
Insert total inpatient expenses applicable to Medicare inpatients on line 5, page 3b, Form SSA-1574A.  This amount must be supported by a separate schedule attached to the cost report, computed on the basis of the provider's descending scale of charges, applied to total allowable average per diem cost.  The remainder of page 3b.  Form SSA-1564A will be completed in the usual manner.  (For cost reporting period ending after March 31, 1968, page 3b, Form SSA-1564A is replaced by Exhibit D, Form SSA-1992).
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3.
Complete pages 1 (or Exhibit A, Form SSA-1992 for reporting periods ending after March 31, 1968) and 4 through of Form SSA-1563 and Form SSA-1563A in accordance with the instructions for preparation of this form.

4.
The Gross RCC Method, statistical data or average cost per occasion of service may be used for the outpatient cost settlement (page 4b, Form SSA-1564A).  (For cost reporting periods ending after March 31, 1968, page 4b, Form SSA-1564A is replaced by Exhibit E, Form SSA-1992.)

D.
Comparable Hospital Data-Method D.--If the intermediary determines that neither the statistical, sliding scale, or descending rate method can be used, charge data for ancillary services from comparable hospitals may be applied to the ancillary services costs of the all-inclusive or no-charge hospital.  When selecting comparable hospital data, the intermediary should consider such factors as size, location, scope of services, type of control, average length of patient stay, and Medicare utilization.  The Medicare utilization factor should be consistent among the selected comparable hospitals.

The comparable hospital charge data should include information obtained from 3 or more hospitals, all of which must have facilities and services that are very similar to the all-inclusive hospital.  This method is illustrated below.

1.
Ancillary charges are determined as follows:

a.
Total Medicare Ancillary Charges-All Comparable Hospitals =

Total All Patients Ancillary Charges-All Comparable Hospitals =

$ 3,000,000 =
25%


$12,000,000

b.
All-inclusive hospital total ancillary costs = $200,000 x 25%

$50,000 Ancillary Cost Applicable to Medicare

2.
The Medicare share of routine care costs will be determined as provided under the Combination Method of apportionment.

3.
Application.--

a.
Determine total allowable cost, using Form SSA-1562, Schedule A through Worksheet B-1-2.

b.
Complete Schedules C and C-1 (Form SSA-1562) to allocate total allowable costs between inpatient and outpatient services using the ratios of total inpatient charges and total outpatient charges to total combined charges, weighted statistics, occasions of service, or other basis with the intermediary's approval.
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c.
Complete line 12, column 4 of page 2, Form SSA-1563 or line 15, column 4 of Exhibit B, Form SSA-1992.  Insert in column 6 the amount representing Medicare ancillary costs. A separate schedule must be attached to support the calculation of this amount as well as a schedule showing the names of the comparable hospitals and the charges used for determining Medicare's share of ancillary service costs.

d.
The costs of routine services are apportioned to the program on the relative number of patient days for beneficiaries and for other patients, i.e., an average per diem basis.

e.
All other pages of Form SSA-1563 or Form SSA-1992 when applicable will be completed in the usual manner.  If separate identifiable charges for outpatient services are not available, comparable hospital data, the hospital's own statistical data, or an average cost per occasion of service may be used for the outpatient cost settlement (page 3, Form SSA-1563 or Exhibit E, Form SSA-1992).

E.
Percentage of Per Diem-Method E.--This method of cost apportionment utilizes specified percentages which are applied to average per diem costs for all inpatients as a basis for total Medicare reimbursement.  This method may be used where the intermediary is satisfied that the hospital cannot use any of the other methods of apportionment.

The specified percentages are 93 percent for short-term hospitals and 98 percent for long-term hospitals.  The distinction between short-term and long-term hospitals is based upon the American Hospitals Association's standard for classifying hospitals (short-term: over 50 percent of all patients admitted stay less than 30 days; long-term: Over 50 percent of all patients stay 30 days or more).  All hospitals and separately certified components have been classified accordingly as short-term or long-term (as indicated by the third digit of their provider number).

Application.--Under this method, the hospital must complete pages 1 (or Exhibit A, Form SSA-1992 for reporting periods ending after March 31, 1968) and 4 though 9 of Form SSA-1563.  The hospital must also submit cost data on Form SSA-1564 as follows:

1.
Determine total allowable costs on pages 1a and 2a, separating inpatient and outpatient expense on a logical basis acceptable to the intermediary.

2.
Enter on line 13, column 4, page 3a, Form SSA-1564, 93 percent or 98 percent of the result obtained by multiplying total Medicare patient days by an average per diem rate based on total inpatient allowable costs  (SSA-1564, page 1a, line 50, column 4) divided by total inpatient days (SSA-1564, page 3a, line 6, column 4).  (For cost reporting periods ending after March 31, 1968, page 3a, Form SSA-1564 is replaced by Exhibit C, Form SSA-1992.)
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3.
The remainder of Form SSA-1564 will be completed in the usual

manner including the calculation of the reimbursement settlement for outpatient services. Where separate identifiable charges for outpatient services are not made, an average cost per occasion of service may be used.  (For cost reporting periods ending after March 31, 1968, page 4a, Form SSA-1564 is replaced by Exhibit E, Form SSA-1992.)

2208.2
 All-Inclusive Rate or No-Charge Structure Skilled Nursing Facilities.--

The approved methods of apportioning allowable costs between Medicare and non-Medicare patients under the program are not readily adaptable to skilled nursing facilities having an all-inclusive rate (one charge covering all services) or a no-charge rate structure.  Therefore, apportionment methods A, D, and E, used by all-inclusive rate or no-charge structure hospitals (§ 2208.1) are to be used by skilled nursing facilities having an all-inclusive rate or no-charge structure, but with minor adaptations being necessary. In the application of these methods, appropriate existing SNF cost reporting forms and instructions are to be used.  These methods of apportionment may not be used by SNFs which have a charge structure for individual services rendered.        

Method I, described below, is the preferred method and should be used where there is sufficient and usable data available to produce an equitable apportionment of cost. Methods II and III, described below, are considered temporary methods, applicable to cost reporting periods ending before January 1, 1970, and must be approved by the intermediary after considering available data.

A.
Departmental Statistical Data-Method I.--This method apportions costs

of the various ancillary departments based on statistics which reflect the usage of such services during the reporting period; routine service costs will be apportioned on the basis of inpatient days.  Stepdown cost finding techniques are required to be used under this method to determine the respective departmental costs.  The cost apportionment for the special service cost centers or ancillary services will be determined by the use of departmental statistical data accumulated through the use of logs or other records. Statistics must be weighted to reflect relative cost values.  Since weighting factors may vary among various institutions, the intermediary may approve the use of those factors which in its judgment produce the most equitable results in each situation.  Data collected must be reflected to satisfy audit verification.  SNFs that did not record such statistics during the first Medicare reporting period may use statistical sampling techniques where approved by the intermediary.  However, SNFs that began to record such statistics during the second cost reporting period may use the statistical data gathered in the second period to apportion costs of the first period.  In such cases, however, the intermediary must have determined that the procedures followed in gathering the data are proper.  Further, the statistics must represent an adequate segment of the period in which gathered, preferably 6 months or longer.

Where the cost of a particular ancillary service is not considered sufficiently significant to treat as a separate cost center, it may be included as a part of routine services.  As such, it would be allocated on the basis of an average cost per inpatient day.  Where such services are significant, however, adequate procedures must be established for measuring the use of these by Medicare beneficiaries.

An SNF may have an all-inclusive charge structure but for certain specialized services, such as physical therapy or laboratory, may make a separate identifiable charge for services rendered in these departments.  Under these circumstances, if the same schedule of charges is used for both Medicare and non-Medicare patients, the ratio of charges to charges may be applied to the cost of those special departments only when statistics are not available.  The statistical method of apportionment should be applied to all other departments.
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B.
Comparable SNF Data-Method II.--This method is the same as stated in §2208.1 under Method D.  However, when selecting a comparable SNF, the intermediary should consider the method of providing services (direct or under arrangements) in addition to those mentioned under Method D.

C.
Percentage of Average Cost Per Diem-Method III.--Where an intermediary is satisfied that an SNF is unable to use either of the methods of apportionment described above, the intermediary may authorize the SNF to apportion costs on the basis of 98 percent of the average cost per diem based on allowable costs. Under this method total allowable costs should be separated between inpatient and outpatient expenses on a logical basis acceptable to the intermediary.  Total allowable expenses applicable to program inpatients is determined by applying 98 percent to the result obtained by multiplying total Medicare patient days by an average per diem rate based on total inpatient allowable costs.

The reimbursement settlement for outpatient services is calculated in the usual manner. Where separate identifiable charges for outpatient services are not made, an average cost per occasion of service may be used.
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2208.3
Determining Cost of Inpatient Ancillary Services Covered Under Part B for Medicare Beneficiaries in Hospitals and Skilled Nursing Facilities with All-Inclusive Rate or No-Charge Structure.--The cost of inpatient ancillary services, which are rendered to hospital or skilled nursing facility inpatients and which are covered under Part B when the level of care becomes noncovered or when Part A benefits become exhausted or are otherwise not payable, must be determined in accordance with the provisions of this section.  These ancillary services include radiology, pathology, electrocardiology, electroencephalogra​phy, physical therapy (effective October 30, 1972), speech pathology (effective January 1, 1973), renal dialysis (effective July 1, 1973), and prosthetic devices, braces and splints covered under the heading of medical supplies.


Section 2208.1, applicable to hospitals, and section 2208.2, applicable to skilled nursing facilities, prescribe the cost apportionment methods for computing the cost of services which are rendered to Medicare inpatients and which are reimbursable under Part A. Accordingly the methodologies to be used in determining reimbursable Part B inpatient ancillary service costs are dependent upon which of the cost apportionment methods available to all-inclusive rate or no-charge structure providers are employed.  These methods are described below.

The procedures outlined in this section have not been specifically directed towards the all-inclusive rate and no-charge structure hospital skilled nursing facility complex. Components of these provider complexes should use the apportionment methods which have been approved by the intermediaries within the guidelines of §§ 2208.1-2208.2.  In addition, intermediaries shall adapt the procedures outlined in this section to these provider complexes to assure that reimbursement is equitable.  In so doing, such providers should use the form SSA-9554 exhibits which are comparable to the exhibits and schedule of forms SSA-1751 cited throughout this section.


A.
Departmental Statistical Data-Method A or Method I.--(For use by hospitals or skilled nursing facilities.)  Part A ancillary service costs under this apportionment method are determined by use of statistical data accumulated separately for each department.

To determine the Medicare portion of Part B inpatient ancillary service costs, it will be necessary to accumulate Medicare departmental statistical data, using the same bases as those used for the same ancillary services in determining the Part A costs.  Such Medicare statistical data will be
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applicable to those beneficiaries covered under Part B when Part A benefits are not payable.  the ratio of statistics for Medicare Part B inpatients to total statistics for all inpatients, by department, will be applied to the total allowable inpatient cost for that department to determine the cost which is reimbursable under Part B.


Application.--

a.
Determine the Medicare portion of allowable inpatient routine and ancillary service costs reimbursable under Part A, as well as outpatient service costs reimbursable under Part B, according to the format outlined for hospitals in § 2208.1 or for skilled nursing facilities in § 2208.2.


b.
Use the ratio of Medicare Part B inpatient statistics to total statistics for all inpatients, by department, to determine the Medicare portion for Part B inpatient ancillary costs.  Substituting statistics for charges, this determination may be made on Exhibit F of form SSA-1992.  Both hospitals and skilled nursing facilities may use Exhibit F.


c.
For hospitals, the total amount applicable to Medicare, which is computed on Exhibit F, column 5, line 7, should be inserted on Form SSA-1992, Exhibit E, column 2, line 6a.   For skilled nursing facilities, this amount should be added to the amount computed on Form SSA-1751, Schedule D-2, line 5.  The caption on this line should be modified to indicate that such costs are included therein.  Also, insert the amount computed on Exhibit F, column E, line 7, to the left of the "Part B column" on line 5. Accordingly, the amount appearing in the "Part B column" on line 5 will be the product of line 4 multiplied by line 3, plus the amount entered to left of the "Part B column."


B.
Sliding Scale--Method B.--(For use by hospitals only.)  Under this method, an adjusted average per diem Part A ancillary cost applicable to Medicare inpatients is determined by applying to the ancillary service average per diem cost a weighted percentage, which takes into account the longer lengths of stay of aged patients.


The following percentages represent the average ratio of inpatient ancillary service costs, which would be reimbursable under Part B when Part A benefits are not available, to total inpatient ancillary service costs.


All Hospitals Except Psychiatric

45%

Psychiatric




48%


The reimbursable Part B ancillary cost applicable to Medicare inpatients shall be the appropriate percentage times the adjusted average per diem Part A ancillary cost for Medicare inpatients.

Assuming the provider is a short-term hospital, the following illustrates this method for computing the Part B inpatient ancillary service:
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Total allowable inpatient ancillary costs 

$200,000

Total patients days



    10,000

Total Medicare Part B inpatients days

         500

Average length of stay - all inpatients
  

    8 days

Average length of stay - Medicare inpatients
 
  13 days


(1)

Average per diem ancillary cost, all inpatients:

$200,000  )  10,000 + $20 per day


(2)

Weighted percentage (not to exceed 100%) (see Method B outlined in § 2208.1):


 8 days x 100% = 800%

 5 days x   75% = 375%
13 

      1,175%

1,175% (total weighted value) ( 13 (average length of stay--

Medicare inpatients) = 90.38%


(3)

Average per diem ancillary cost reimbursable under Part A

for Medicare inpatients:  $20 per diem x 90.38% = $18.076


(4)

$18.076 per diem x 45% (applicable rate) x 500 Part B

inpatient days = $4,067 Medicare Part B inpatient

ancillary cost.


Application.--


a.
Determine the Medicare portion of allowable inpatient routine and ancillary service costs reimbursable under Part A, as well as outpatient service costs reimbursable under Part B according to the format outlined in § 2208.1.


b.
Complete Form SSA-1992, Exhibit E, in the normal manner.  The amount to be entered in column 2, line 6.a is to be determined in accordance with the example shown above.  A separate schedule must be attached to support the calculation of this amount.

C.
Descending Rates of Charges-Method C.--(For use by hospitals only.)  Under this method, the total length of stay for each patient is divided into classes, each representing a progressive part of the patient stay.  The total Part A days of each class multiplied by the provider's allowable average per diem cost, inclusive of both routine and ancillary service costs.  The resulting amounts are then factored by the appropriate descending rates of charges for various length of stay classifications.
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With respect to Part B inpatient ancillary services, the same computations will be made, except that Part B inpatient days will be used instead of Part A days.  In this computation, the Part B days classified in relation to the total patient stay.  For purposes of Part B days classification, the length of stay should not be recomputed to indicate a new length of stay after the patient's Part A days shave been exhausted, i.e., if a patient exhausted his Part A benefits on the 10th day of the stay, the 11th day, when Part B benefits only are available, would also be considered the 11th day of classification purposes.  In addition, after completing these computations, the appropriate percentage, furnished below, will be applied to the total amount computed.  The resulting amount will represent the Part B inpatient ancillary service cost applicable to Medicare.


The following percentages represent the average of inpatient ancillary service costs, which would be reimbursable under Part B when Part A benefits are not available, to total costs of all inpatient services - ancillary and routine.


All Hospitals Except Psychiatric

16%

Psychiatric




  6%

Assuming the provider is a psychiatric hospital, the following illustrates this method:


A


B

C


D        
 E
  Medicare

Number of
Total Allowable


Total

  Patient


 Part B

Average
               Descending
Cost

   Stay   


 Days    
Per Diem Cost                        Rate    
BxCxD

1st - 3rd day
      
  50

$20

               120%

$1,200

4th - 9th day
    
100

$20

               100%
  
  2,000

After 9th day
    
150

$20

                 65%        
  1,950
    
300





$5,150

$5,150 x 6% (percentage of Part B inpatient ancillary service costs to total cost of all inpatient services for psychiatric hospitals) = $309 Part B inpatient ancillary cost applicable to Medicare.


Application.--


a.
Determine the Medicare portion of allowable inpatient routine and ancillary service costs reimbursable under Part A, as well as outpatient service costs reimbursable under Part B, according to the format outlined in §2208.1.
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b.
Complete Form SSA-1992, Exhibit E, in the normal manner.  The amount to be entered in column 2, line 6a, is to be determined in accordance with the example shown above. A separate schedule must be attached to support the calculation of this amount.


D.
Comparable Hospital or Skilled Nursing Facility Data-Method D or Method II.--(For use by hospitals or skilled nursing facilities.)  Reimbursable Part A ancillary cost applicable to Medicare inpatients is computed by applying the percentage of Medicare Part A ancillary service utilization (based on charges) for all comparable providers to total ancillary service costs.


Similarly, reimbursement for Part B inpatient ancillary services will be determined based on charge data of comparable providers by applying to the provider's allowable inpatient ancillary service costs, the ratio of Medicare Part B inpatient ancillary charges for all comparable providers over total ancillary charges--all inpatients for all comparable providers.

This method is illustrated as follows:


(1)
Medicard be modified to indicate that such costs are included therein.  Also, insert this amount to the left of the "Part B column" on line 5.  Accordingly, the amount appearing in the "Part B column" of line 5 will be the product of line 4 multiplied by line 3 plus the amount entered to the left of the "Part B column."

This method is illustrated as follows:


(1)
Medicare Part B Inpatient Ancillary

Charges - All Comparable Providers              =        $   240,000 = 2%

Total Inpatient Ancillary

Charges - All Comparable Providers              =         12,000,000

(2)
All-inclusive provider's total inpatient

ancillary costs = $200,000

(3)
$200,000 x 2% = $4,000 (Part B inpatient ancillary service cost

applicable to Medicare)


Application.--


a.
Determine the Medicare portion of allowable inpatient routine and ancillary service costs reimbursable under Part A, as well as outpatient service costs reimbursable under Part B, according to the format outlined for hospitals in §2208.1, or as adapted to skilled nursing facilities in §2208.2


b.
The amount representing Medicare Part B inpatient ancillary service costs should be inserted on Form SSA-1992, Exhibit E, column 2, line 6. a for hospitals.  For skilled nursing facilities, this amount should be added to the amount computed on Form SSA-1751, Schedule D-2, line 5.  The c option on this line should be modified to indicate that such costs are included therein.  Also, insert this amount to the left of the "Part B column" on line 5.  Accordingly, the amount appearing in the "Part B column" of line 5 will be the product of line 4 multiplied by line 3 plus the amount entered to the left of the "Part B column."
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c.
A separate schedule must be attached to support the calculation of the amount representing Medicare Part B inpatient ancillary service costs, as well as a schedule showing the names of the comparable hospitals Medicare's share of these costs.  The comparable hospitals or skilled nursing facilities must be the same ones used in computing Medicare utilization for Part A inpatient ancillary service costs.


E.
Percentage of Per Diem--Method E or Method III.--(for use by hospitals or skilled nursing facilities.)  Under this method, reimbursable cost applicable to Medicare inpatients under Part A is determined by applying 93 percent (short-term hospitals) or 98 percent (long-term hospitals and all skilled nursing facilities) to the product of the average per diem cost, including routine and ancillary service costs, multiplied by Medicare Part A inpatient days.

The following percentages represent the average ratio of inpatient ancillary service costs, which would be reimbursable under Part B when Part A benefits are not available, to total costs of all inpatient services - ancillary and routine.


All Hospitals Except Psychiatric
16%

Psychiatric
  6%

Skilled Nursing Facilities
2.5%
(Effective cost re​port​​ing periods begin​ning after July 31, 1977)

Reimbursable Part B ancillary cost applicable to Medicare inpatients may be determined by applying 93 percent (short-term hospitals) or 98 percent (long-term hospitals and all skilled nursing facilities) to the product of the average per diem cost, including routine and ancillary service costs, multiplied by Medicare Part B inpatient days.  The applicable percentage of Part B inpatient ancillary service costs to total inpatient costs as set forth above, will be applied to the resulting amount.  This will represent the Part B inpatient ancillary service cost applicable to Medicare.


Application.--


a.
Determine the Medicare portion of allowable inpatient routine and ancillary service costs reimbursable under Part A, as well as outpatient service costs reimbursable under Part B, according to the format outlined for hospitals in § 2208.1, or as adapted to skilled nursing facilities in § 2208.2.


b.
Hospitals should complete Form SSA-1992, Exhibit E, in the normal manner.  The amount to be entered in column 2, line 6a is to be determined in accordance with these instructions.  A separate schedule must be attached to support the calculation of this amount.
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c.
For skilled nursing facilities, the Part B inpatient ancillary service cost should be added to the amount computed on Form SSA-1752, Schedule D, line 5.  The caption on this line should be modified to indicate that such costs are included therein.  Also, insert this amount to the left of the "Part B column" on line 5.  Accordingly, the amount appearing in the "Part B column" of line 5 will be the product of line 4 multiplied by line 3, plus the amount entered to the left of the "Part B column."  A separate must be attached to support the calculation of this amount.


The percentages employed in the above computations are the same percentages employed in the computation of the inclusive charges for the Part B inpatient ancillary services. The percentages cited under the various apportionment methods are to be used until new percentages are provided.  The Health Care Financing Administration will also review the feasibility of using percentages which are related to hospitals classified by average length of stay.  Such hospital classifications would be similar to previous program instructions which pertained to the application of the reimbursement provision of renal dialysis and the reasonable cost limits in the all-inclusive rate and no-charge structure provider setting.


The Medicare Part B inpatient days referred to in this section are those days applicable to inpatients who have Part B coverage and who have exhausted or are otherwise not eligible for benefits under Part A.


Any payments made by Medicare beneficiaries to providers for such Part B inpatient ancillary services which are billable to and reimbursable by the Health Insurance Program under these guidelines must be refunded to the beneficiaries.

2209.
APPORTIONMENT OF ALLOWABLE RETURN ON EQUITY CAPITAL OF PROPRIETARY PROVIDERS

The Medicare program provides as an element of the reasonable cost of covered services furnished to beneficiaries by proprietary providers, an allowance of a reasonable return on equity capital invested and used in the provision of patient care.  (See Chapter 12 of definition and application of this return on equity capital.)
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Forms.--The following schedules or exhibits shall be used by proprietary providers for the apportionment of the allowable return on equity capital to the health care program.

Type of Providers

        Schedule or Exhibit

SSA Form
Hospitals




Page 13

   1563

Hospital, Hospital-based

Skilled Nursing Facility

and Hospital-based Home               
  

Health Agency



Exhibit XIII

   9554

Instructions for the completion of these schedules and exhibits are included with the forms.


Cost Apportionment - Part B Services
2210.
METHOD OF OUTPATIENT COST APPORTIONMENT

(See § 2212, Method of Cost Apportionment for Part B Inpatient Services.)  Under this method, the cost of outpatient services used is determined by apportioning the total cost of outpatient services on the basis of the ratio of beneficiary charges for outpatient services to total patient charges for such services.

A.
Hospital Outpatient Cost Apportionment for Cost Reporting Periods Ending Before April 1, 1968.--Under the Medicare program prior to April 1, 1968, hospitals provided two distinct types of services to outpatients, namely:

1.
services that are diagnostic in nature, and

2.
other services which aid the physician in the treatment of his patient.

The outpatient hospital diagnostic services are covered under Part A.  All other hospital services provided on an outpatient basis which are incident to physicians' services rendered to outpatients are covered under Part B.

3.
Example.--The following illustrates how apportionment based on the ratio of beneficiary charges to total charges applied to cost would be determined for cost reporting periods ending before April 1, 1968, using only outpatient data.
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Hospital A
Ratio of charges to charges (gross) applied


Outpatient Services
to cost







Hospital    Medical

  Plan           Plan

 Part A       Part B
a.
Total amount of outpatient charges

(gross) for all outpatients



$100,000   $100,000

b.
Total amount of outpatient charges

(gross) for health insurance program

outpatients





$  14,000   $  10,000

c.
Percent of health insurance program

outpatient charges to total gross

charges (Line b ( Line a)


     
        14%          10%

d.
Total amount of hospital expenses for

outpatient services




$  80,000    $ 80,000

e.
Outpatient expenses applicable to

health insurance program (Line

c x Line d)





$  11,200    $   8,000

4.  Forms.--The following schedules or exhibits shall be used by hospitals with cost reporting periods ending before April 1, 1968.

Type of


Schedule or

Provider

Exhibit    

SSA Form

Comments
Hospitals

Page 3


1563

For hospitals using Departmental RCC or Combination Method with Cost finding

Page 4a

1564

For hospitals using

 








Combination Method-Estimated Percent​age Basis

Page 4b

1564A

For hospitals using Gross RCC basis

Instructions for the completion of these exhibits are included with the forms.
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B.
Hospital Outpatient Cost Apportionment for cost Reporting Periods Ending after March 31, 1968.--Effective April 1, 1968, hospital outpatient diagnostic services are covered under Part B rather than Part A. Thus, all covered outpatient services furnished to Medicare beneficiaries on or after April 1, 1968, are reimbursable under Part B.

1.
Example.--The following illustrates how apportionment based on the ratio of beneficiary charges to total charges applied to cost would be determined for cost reporting periods ending after March 31, 1968, using only outpatient data.


Hospital A
Ratio of charges to charges (gross) applied


Outpatient Services
to cost







    Medical Plan

      Part B    
a.
Total amount of outpatient charges (gross)

for all patients




$200,000

b.
Total amount of outpatient charges (gross)

for health insurance program outpatients
    
$  24,000

c.
Percent of health insurance program outpatient

charges to total gross charges (Line b ( Line a)

        12%

d.
Total amount of hospital expenses for

outpatient services




$160,000

e.
Outpatient expenses applicable to health

insurance program (Line c x Line b)

    
$  19,200

2.
Forms.--The following exhibits shall be used by providers with cost reporting periods ending after March 31, 1968.

Type of


Schedule or

Provider


Exhibit    

SSA Form

Comments
Hospitals


Exhibit E

  1992

To be used by

hospitals in lieu of

forms shown in 

§ 22104A above
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Hospitals

Hospital-based

Skilled Nursing

Facility and/or

hospital-based

Home Health

Agency



Exhibit III

9554

Instructions for the completion of these exhibits are included with the forms.

C.
Skilled Nursing Facility Outpatient Cost Apportionment.--Skilled nursing services provided on an outpatient basis are covered under Part B.

1.
Illustration.--See § 2210B1 above.

2.
Forms.--The following schedules or exhibits shall be used by skilled nursing facilities:

Type of Provider


Schedule or Exhibit
SSA Form
Skilled Nursing

  Facilities



    Schedule D2
  
  1751

    Schedule D

  1752

    Schedule D

  1753

Hospital-based

  Skilled Nursing

  Facility



    
    Exhibit III-A
  
  9554

Instructions for the completion of these schedules and exhibits are included with the forms.

2211.
OUTPATIENT PHYSICAL THERAPY PROVIDER REIMBURSEMENT

Form SSA-2088, Outpatient Physical Therapy Provider Statement of Reimbursable Cost, provides for the determination of allowable outpatient physical therapy costs for services provided on or after July 1, 1968, which are reimbursable under title XVIII, Part B.  These schedules are to be used only by rehabilitation agencies, clinics, and public health agencies which have been certified as outpatient physical therapy providers.  (See the Outpatient Physical Therapy Provider Manual - HIM-9.)

The cost of services rendered to beneficiaries may be determined under one of three Departmental Methods - using cost finding with cost apportionment based on (1) gross charges; (2) weighted units of services; or (3) number of visits.  These methods are described below.

22-44
Rev. 155


DETERMINATION OF COST OF SERVICES

6-76
TO BENEFICIARIES
2212

A.
The gross charges method is the ratio of health insurance program physical therapy charges total physical charges - all patients - applied to total allowable physical therapy costs.

B.
The weighted units of services method is the ratio of health insurance program weighted units of physical therapy service to total weighted physical therapy units of service - all patients - applied to total allowable physical therapy costs.  Any method used by the provider to determine the weighted units of physical therapy services rendered Medicare beneficiaries and others must have prior approval of the intermediary/carrier.

C.
The number of visits method is the ratio of health insurance program physical therapy patient visits to total physical therapy visits - all patients - applied to total allowable physical therapy costs.  (This method may be used only if the intermediary/carrier determines that the data needed for Methods A or B above are not available.)

For cost reporting periods ending after June 30, 1970, one of the above methods of costs apportionment must be used.  For periods ending prior to July 1, 1970, if the intermediary/carrier determines that the data needed for Methods A, B, or C above are not available, it may authorize the provider to use an alternative, temporary cost apportionment method (composite cost per visit) which is described in the instructions to cost report Form SSA-2088.

For computing reimbursement settlement, the data applicable to health insurance patients must be the same as the data for all other patients for the same services, i.e., the same schedule of charges, weighted units or visits must be applied to all patients and to health insurance program patients.

2212.
METHOD OF COST APPORTIONMENT FOR PART B INPATIENT SERVICES

(See § 2210, Method of Outpatient Cost Apportionment.)  Effective April 1, 1968, beneficiaries enrolled under Part B of title XVIII who are inpatients of participating hospitals and skilled nursing facilities may receive certain medical and other health services under supplementary medical insurance if the services are not reimbursable on the patient's behalf under the hospital insurance plan (Part A).  For example, a participating hospital may be reimbursed, subject to the Part B deductible and coinsurance amounts, for diagnostic laboratory and radiology services, etc., and prosthetic devices braces and splints covered under the heading of Medical Supplies for an inpatient who is not eligible for hospital insurance (Part A) benefits in a spell of illness.

A.
Departmental Method.--For those providers using the Departmental RCCAC Method, the following illustrates how apportionment based on the
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ratio of covered beneficiary charges to total charges applied to cost on a departmental basis would be determined for cost reporting periods ending after March 31, 1968, using only inpatient data.

  (1)
   (2)
  (3)
  (4)
  (5)

Ratio of

Part B
Part B

Total
Inpatient
Charges

Cost of Part

Inpatient
Charges to
to Total

B Inpatient

Charges
Program
Charges
Total
Services

to all
Bene-
Col. 2 +
Inpatient
Col. 4 x

Department      
Patients  
ficiaries    
Col. 1     
Expenses   
 Col. 3          
X-ray
$ 73,438
$1,498
2.04%
$ 71,422
$1,457

Laboratory
 183,587
  2,935
1.60%
 150,096
  2,402

Medical

  Supplies
   38,696
     653
1.69%
   58,627
     991
    Total




$4,850
Forms.--The following schedules or exhibits shall be used by providers electing this method.

Type of Provider

Schedule or Exhibit

SSA Form
Hospitals

Exhibit F


  1992

Skilled Nursing

  Facilities

Exhibit V-A


  9554

Hospital and

  Hospital-based

  Skilled Nursing

  Facilities

Exhibits V and V-A

  9554

Instructions for the completion of these exhibits are included with the forms.

     B.  Combination Method.--For those providers using the Combination Method, the following illustrates how apportionment based on the ratio of total covered inpatient charges for Part B ancillary services to beneficiaries to the total inpatient ancillary charges to all inpatients would be determined for cost reporting periods ending after March 31, 1968, using only inpatient data.
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1.  Using Cost Finding.--


    (1)
      (2)
          (3)
       (4)
         (5)

Ratio of

Part B
Part B

Total
Inpatient
Charges

Cost of Part

Inpatient
Charges to
to Total

B Inpatient

Charges
Program
Charges
Total
Services

to all
Bene-
Col. 2 +
Inpatient
Col. 4 x

Department
Patients 
ficiaries
Col. 1 
Expenses
Col. 3    

X-ray
$  62,238 
$1,498
 -----
$  61,400
$------

Laboratory
    83,587 
  2,935
 -----
    50,096
  ------

Medical

  Supplies
    38,696 
     653
 -----
    58,627
  ------

Other
  111,200 
        0
-------
  110,022
  ------  

   Totals
$295,721 
$5,086
1.72%
$280,145
 $4,818
Forms.--See § 2212A.

2.
Using Estimated Percentages.--Where the intermediary determines that a provider is unable to make the unnecessary computations by cost finding methods as indicated in Chapter 23, the intermediary will estimate the appropriate percentage of the provider's allowable costs that represents routine service costs and the appropriate percentage that represents ancillary service costs.  These percentages are to be based upon study, analysis, and judgment by the intermediary and designed to approximate the result that a cost-finding method would have produced for the particular provider.  This temporary method, estimated percentages, may be used at the option of the provider for cost reporting periods ending before January 1, 1968, and with the approval of the intermediary for cost reporting periods ending after December 31, 1967, but before January 1, 1969.  For subsequent periods, ending after December 31, 1968, the use of cost-finding methods as described in Chapter 23 are required for the apportionment of allowable costs.

Financial Data:

a.
Estimated amount of inpatient expenses allocable

to ancillary services






$1,507,827

b.
Total gross ancillary charges -

(1)
All inpatients






$1,592,701

(2)
Program inpatients-title XVII,

Part B


    



10,618
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c.
Percent of gross ancillary charges, program inpatients

title XVIII, Part B - Line b(2) + Line b(1)
.67%

d.
Amount of ancillary service expense applicable to

program inpatients-title XVIII, Part B

Line c x Line a
$10,102

Forms.--The following schedules or exhibits shall be used by providers which the intermediary determines are unable to perform cost finding.

Type of Provider


Schedule or Exhibit
SSA Form
Hospitals




Exhibit G (Part 1)
  
1992

Skilled Nursing Facilities

Page 6

  
9555

Hospitals and hospital-

based Skilled Nursing



Facilities



Pages  4 & 6

9555

Instructions for the completion of these exhibits are included with the forms.

C.
Temporary Method of Apportionment (Gross RCCAC) for Cost Reporting Periods Ending Before January 1, 1969.--The intermediary may find that a provider is unable to apply either the Departmental Method or the Combination Method employing cost finding or estimated percentages. In such cases, the intermediary can authorize the provider to use, on a temporary basis, an apportionment based on the ratio of beneficiary inpatient charges to total inpatient charges applied to the total cost of all services.  This would permit the provider time to establish the records necessary for applying either of the basic alternative methods of apportionment in the next cost reporting period.  This method may not, however, be used by hospitals which have all-inclusive rates, or no-charge structure.  (See §§ 2208ff.)

In some cases, the intermediary may determine that a provider is unable to employ this temporary method of apportionment based on the ratio of beneficiary inpatient charges total inpatient charges applied to total inpatient cost.  In such cases, any other method determined by the intermediary to be reasonable may be used on a temporary basis.  Any temporary method of apportionment may not be used to cover cost reporting periods ending on or after January 1, 1969.

Computation of inpatient ancillary services covered by supplementary medical insurance will be made as follows:
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Financial Data:

Inpatient Services

1.
Total allowable inpatient cost



$3,769,568.00

2.
Total inpatient charges


$4,101,584

3.
Part B charges to program

inpatients


    
       10,618

4.
Percent program inpatient charges

to total inpatient charges

Line 3 + Line 2


     

 .26%

5.
Amount of cost applicable to

Medicare program

Line 1 x Line 4



$      9,801.00

Forms.--The following schedules or exhibits shall be used by providers authorized to use this method.

Type of Provider


Schedule or Exhibit
SSA Form
Hospitals




Exhibit G (Part III)
  1992

Skilled Nursing 

Facilities



Page 6

  
  9556

Hospitals and hospital-

based Skilled Nursing



Facilities



 Pages 4 & 6

  9556

Instructions for the completion of these exhibits are included with the forms.

2213. 
APPORTIONMENT OF REMUNERATION FOR PROFESSIONAL SERVICES RENDERED BY HOSPITAL-BASED PHYSICIANS

After March 31, 1968, hospitals with the approval of the intermediary may combine the billing for certain hospital and physician (professional) services to patients.  Hospitals may utilize this combined billing method for the inpatient services rendered by hospital-based radiologists and pathologists, and for the outpatient services rendered by all hospital-based physicians except for those providing psychiatric services.  In the case of radiology and/or pathology, all of the physicians in these departments must agree to combine billing for both inpatient services before this method may be used.  In the case of all other physicians providing outpatients services, all physicians in a particular medical specialty department must agree tot he use of combined billing for outpatient services in that department.  Physicians in other medial specialty departments in the hospital do not have to approve it.

When the combined billing method is used, the total remuneration applicable to the physician (professional) services rendered to patients must
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be apportionment to the program on the basis of the ratio of charges applicable to individuals covered under the program to total charges of all patients applied to total remuneration for professional services.

Total remuneration includes direct compensation paid to the hospital-based physician plus the cost of all applicable fringe benefits, perquisites and maintenance (see § 2108), and must agree with the reduction for professional services made to total expenses.  (See § 2328E.)

The following example illustrates how apportionment based on the ratio of beneficiary charges to total charges applied to professional remuneration on a departmental basis would be determined for cost reporting periods starting after march 31, 1968.

  (1)
  (2)
 (3)

 Ratio
 Cost

  to
Col. 2 x

 Total
Line 1

Charges
Charges
Col. 3
1.
Remuneration to hospital-based

pathologist
    ----
    ----
$35,344
2.
Charges to beneficiaries-in-


patient
$  81,167
  26.18%
$ 9,253

3.
Charges to all other inpatients
  213,366
  68.82%
 24,320

4.
Charges to beneficiaries-out-

patient
         930
      .30%
      110

5.
Charges to all other outpatient
    14,572
    4.70%
   1,661
Totals for beneficiaries and

all other patients
$310,035
100.00%
$35,344
Forms.--The following schedules or exhibits shall be used by providers utilizing the combined billing method to apportion remuneration for professional services.

Type of Provider
Schedule or Exhibit
SSA Form
                      

Hospitals
Exhibit H & H-1
  1992

Hospital, Hospital-based

Skilled Nursing Facility
Exhibit VI & VI-A
  9554

Instructions for the completion of these exhibits are include with the forms.
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