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4113. WORKSHEET A - RECLASSIFICATION AND ADJUSTMENT OF TRIAL
BALANCE OF EXPENSES

In accordance with 42 CFR 413.20, the methods of determining costs payable under title XVIII
involve making use of data available from the institution's basic accounts, as usually maintained,
to arrive at equitable and proper payment for services. Worksheet A provides for recording the
trial balance of expense accounts from your accounting books and records. It also provides for the
necessary reclassification and adjustments to certain accounts. The cost centers on this worksheet
are listed in a manner which facilitates the transfer of the various cost center data to the cost finding
worksheets (e.g., on Worksheets A, B, C, and D, the line numbers are consistent, and the total line
is set at number 100).

Do not include on this worksheet items not claimed in the cost report but you wish to claim and
contest because they conflict with the regulations, manuals, or instructions. Enter amounts on the
appropriate settlement worksheet (Worksheet E, Part I, Part A, line 16, Part B, line 30; Worksheet
H-4, Part 11, line 35; Worksheet J-3, line 21; or Worksheet I-3, line 29).

If the cost elements of a cost center are separately maintained on your books, you must maintain a
reconciliation of the costs per the accounting books and records to those on this worksheet. The
reconciliation is subject to review by the contractor.

Standard (i.e., preprinted) CMS line numbers and cost center descriptions cannot be changed. If
you need to use additional or different cost center descriptions, you may do so by adding additional
lines to the cost report. When an added cost center description bears a logical relationship to a
standard line description, the added label must be inserted immediately after the related standard
line description. Identify the added line as a numeric (only) subscript of the immediately preceding
line. That 1s, if two lines are added between lines 5 and 6, identify them as lines 5.01 and 5.02. If
additional lines are added for general service cost centers, add corresponding columns for cost
finding on Worksheets B, B-1, H-1 Parts I & II, H-2-Parts I & II, J-1, and K-5.

Submit the working trial balance of the facility with the cost report. A working trial balance is a
listing of the balances of the accounts in the general ledger to which adjustments are appended in
supplementary columns and used as a basic summary for financial statements.

Cost center coding is a methodology for standardizing the meaning of cost center labels used by
health care providers on the Medicare cost report. Form CMS-2540-10 provides for preprinted
cost center descriptions on Worksheet A. The preprinted cost center labels are automatically coded
by CMS approved cost reporting software. These cost center descriptions are hereafter referred to
as the standard cost centers. Nonstandard cost center descriptions have been identified through
analysis of frequently used labels.
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The use of this coding methodology allows providers to continue to use labels for cost centers that
have meaning within the individual institution. The five digit cost center codes that are associated
with each provider label in their electronic file provide standardized meaning for data analysis.
You are required to compare any added or changed label to the descriptions offered on the standard
or nonstandard cost center tables. A description of cost center coding and the table of cost center
codes are in §4195, table 5.

Columns 1, 2, and 3.--The expenses listed in these columns must be in accordance with your
accounting books and records. List on the appropriate lines in columns 1, 2, and 3 the total
expenses incurred during the cost reporting period. Detail the expense between salaries (column
1) and other than salaries (column 2). The sum of columns 1 and 2 must equal column 3. Record
any needed reclassification and/or adjustments in columns 4 and 6, as appropriate.

Column 4.--Enter any reclassification among the cost center expenses in column 3 which are
needed to effect proper cost allocation.

Worksheet A-6 reflects the reclassification affecting the cost center expenses. This worksheet
need not be completed by all providers but must be completed only to the extent that the
reclassification are needed and appropriate in the particular provider's circumstances. Show
reductions to expenses in parentheses ().

The net total of the entries in column 4 must equal zero on line 100.

Column 5.--Adjust the amounts entered in column 3 by the amounts in column 4 (increase or
decrease) and extend the net balances to column 5. The total of column 5 must equal the total of
column 3 on line 100.

Column 6.--Enter on the appropriate lines in column 6 of Worksheet A the amounts of any
adjustments to expenses indicated on Worksheet A-8, column 2. The total on Worksheet A,
column 6, line 100 must equal Worksheet A-8, column 2, line 100.

Column 7.--Adjust the amounts in column 5 by the amounts in column 6 (increases or decreases)
and extend the net balances to column 7. Transfer the amounts in column 7 to the appropriate lines
on Worksheet B, Part I, column O.

Line Descriptions

The trial balance of expenses is broken down into general service, inpatient routine service,
ancillary service, outpatient service, other reimbursable, special purpose, and nonreimbursable
cost center categories to facilitate the transfer of costs to the various worksheets. For example, the
categories "Ancillary Cost Centers" and "Outpatient Cost Centers" appear on Worksheet D using
the same line numbers as on Worksheet A.

NOTE: The category titles do not have line numbers. Only cost centers, data items, and totals
have line numbers.

Lines 1 and 2.--These cost centers include depreciation, leases, and rentals for the use of facilities
and/or equipment, interest incurred in acquiring land or depreciable assets used for patient care,
insurance on depreciable assets used for patient care, and taxes on land or depreciable assets used
for patient care. Do not include in these cost centers, costs incurred for the repair or maintenance
of equipment or facilities, amounts included in rentals or lease payments for repair and/or
maintenance agreements, interest expense incurred to borrow working capital or for any purpose
other than the acquisition of land or depreciable assets used for patient care, general liability
insurance or any other form of insurance to provide protection other than the replacement of
depreciable assets, or taxes other than those assessed on the basis of some valuation of land or
depreciable assets used for patient care.
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Many providers incur costs applicable to services, facilities, and supplies furnished to the provider
by organizations related to the provider by common ownership or control. 42 CFR 413.17 and
CMS Pub. 15-1, Chapter 10, require that the reimbursable cost of the provider include the costs
for these items at the cost to the supplying organization (unless the exception provided in 42 CFR
413.17(d) and CMS Pub. 15-1, §1010 is applicable).

The rationale behind this policy is that when you are dealing with a related organization, you are
essentially dealing with yourself. Therefore, your costs are considered equal to the cost to the
related organization.

If you include on the cost report costs incurred by a related organization, the nature of the costs
(i.e., capital-related or operating costs) do not change. Treat capital-related costs incurred by a
related organization as your capital-related costs.

However, if the price in the open market for comparable services, facilities, or supplies is lower
than the cost to the supplying related organization, your allowable cost may not exceed the market
price. Unless the services, facilities, or supplies are otherwise considered capital-related cost, no
part of the market price is considered capital-related cost. Also, if the exception in 42 CFR
413.17(d) and CMS Pub.15-1, §1010 applies, no part of the cost to you of the services, facilities,
or supplies is considered capital-related cost unless the services, facilities, or supplies are otherwise
considered capital-related.

If the supplying organization is not related to you within the meaning of 42 CFR 413.17, no part
of the charge to you may be considered a capital-related cost (unless the services, facilities, or
supplies are capital-related in nature) unless:

e The capital-related equipment is leased or rented by you;

e The capital-related equipment is located on your premises or is located offsite and is on
real estate owned, leased, or rented by you; and

e The capital-related portion of the charge is separately specified in the charge to you.

Under certain circumstances, costs associated with minor equipment may be considered capital-
related costs. CMS Pub. 15-1, §106 discusses methods for writing off the cost of minor equipment.
Three methods are presented in that section. Amounts treated as expenses under method (a) are
not capital-related costs because they are treated as operating expenses. Amounts included in
expenses under method (b) are capital-related costs because such amounts represent the
amortization of the cost of tangible assets over a projected useful life. Amounts determined under
method (c) are capital-related costs because method (c) is a method of depreciation.

Line 9.--This cost center normally includes only the cost of nursing administration. The salary
cost of direct nursing services (including the salary cost of nurses who render direct service in
more than one patient care area) are directly assigned to the various patient care cost centers in
which the services were rendered. Direct nursing services include gross salaries and wages of
head nurses, registered nurses, licensed practical and vocational nurses, respiratory therapists,
aides, orderlies, and ward clerks.

However, if your accounting system fails to specifically identify all direct nursing services to the

applicable patient care cost centers, then the salary cost of all direct nursing service is included in
this cost center.
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Line 12.--This cost center includes the direct cost of the medical records cost center including the
medical records library. The general library and the medical library must not be included in this
cost center. Report them in the administrative and general cost center.

Line 14.--Use this line to record the cost of nursing and allied health activities as described in 42
CFR 413.85(d).

Lines 16 through 29.--These lines are reserved for future use.

Lines 30 through 33.--These lines are for the inpatient routine service cost centers.

Line 33.--This cost center accumulates the direct costs incurred in maintaining long term care
services not specifically required to be included in other cost centers. A long term care unit refers
to a unit where the average length of stay for all patients is 25 days or more. The beds in this unit
are not certified for titles V, XVIII, or XIX.

Lines 34 through 39.--These lines are reserved for future use.

Lines 40 through 52.--These lines are for the ancillary cost centers.

Line 51.--The support surfaces which are classified as ancillary are those listed under the durable
medical equipment regional DME MAC Group 2 and Group 3 support surfaces categories. For
example, support surfaces which qualify under Group 2 include powered air flotation beds,
powered pressure reducing air mattresses and non-powered advanced pressure reducing
mattresses. An example of a support surface which qualifies under Group 3 is an air fluidized bed.

NOTE: Items listed in the DME MAC’s Group 1 support surface criteria do not qualify for this
category because they are inexpensive and common enough to be considered routine
supplies in all cases.

Lines 53 through 59.--These lines are reserved for future use.

Lines 60 through 63.--These lines are for outpatient cost centers.

Lines 64 through 69.--These lines are reserved for future use.

Lines 70 through 74.--These lines are for other reimbursable cost centers.

Lines 70.--This line is to accumulate costs which are specific to HHA services.

Line 71.--Enter on this line the ambulance cost where the ambulance is owned and operated by the
facility.

Line 72.--This cost center accumulates the direct costs for SNF-based outpatient rehabilitation
providers (CORFs, OPTs, OOTs or OSPs). If you have multiple components, subscript this line
accordingly. Use lines 72.00-72.09 for CORFs, 72.10-72.19 for OPTs, 72.20-72.29 for OOTs and
72.30-72.39 for OSPs.

Line 73.--This cost center accumulates the direct costs attributable to a SNF-based CMHC. Direct
costs normally include such cost categories as are listed on the applicable Worksheet J-1, Part I,
lines 1 through 21.

Lines 75 through 79.--These lines are reserved for future use.

Lines 80 through 84.--These lines are for special purpose cost centers.
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Line 80.--This cost center includes the costs of malpractice insurance premiums and self-insurance
fund contributions. Also, include the cost if you pay uninsured malpractice losses incurred either
through deductible or coinsurance provisions, as a result of an award in excess of reasonable
coverage limits, or as a governmental provider. After reclassification in column 4 and adjustments
in column 6, the balance in column 7 must equal zero.

Line 81.--After reclassification in column 4 and adjustments in column 6, the balance in column 7
must equal zero.

Line 82.--Only include utilization review costs of the SNF. Either reclassify or adjust all costs
depending on the scope of the review. If the scope of the review covers all patients, reclassify all
allowable costs in column 4 to administrative and general expenses (line 4). If the scope of the
review covers only Medicare patients or Medicare, title V, and title XIX patients, then (1) in
column 4, reclassify to administrative and general expenses all allowable costs other than
physician compensation and (2) deduct, in column 6, the compensation paid to the physicians for
their personal services on the utilization review committee. After reclassification in column 4 and
adjustments in column 6, the balance in column 7 must equal zero.

Line 83.--This cost center accumulates the direct costs attributable to a SNF-based hospice.

Lines 85 through 88.--These lines are reserved for future use.

Lines 90 through 95.--Use these lines to record the costs applicable to nonreimbursable cost centers
to which general service costs apply. If additional lines are needed for nonreimbursable cost
centers than those shown, add a subscript consisting of a numeric subscript code to one or more of
these lines. The subscripted lines must be appropriately labeled to indicate the purpose for which
they are being used. However, if the expense (direct and all applicable overhead) attributable to
any nonallowable cost area is so insignificant as not to warrant establishment of a nonreimbursable
cost center and the sum total of all such expenses is so insignificant as not to warrant the
establishment of a composite nonreimbursable cost center, adjust these expenses on Worksheet A-
8. (See CMS Pub. 15-1, §2328)

Line 92.--Establish a nonreimbursable cost center to accumulate the cost incurred by the provider
for services related to the physicians’ private practice. Examples of such costs include depreciation
costs for the space occupied, movable equipment used by the physicians’ offices, administrative
services, medical records, housekeeping, maintenance and repairs, operation of plant, drugs,
medical supplies, and nursing services.

This nonreimbursable cost center does not include costs applicable to services which benefit the
general population or for direct patient services rendered by SNF-based physicians.
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