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4164.3. WORKSHEET O-6 - PART I - COST ALLOCATION - SNF-BASED HOSPICE 

GENERAL SERVICE COSTS AND WORKSHEET O-6 - PART II - COST 
ALLOCATION - SNF-BASED HOSPICE GENERAL SERVICE COSTS 
STATISTICAL BASIS 

 
In accordance with 42 CFR 413.24, cost data must be based on an approved method of cost finding 
and on the accrual basis of accounting except where governmental institutions operate on a cash 
basis of accounting.   
 
Worksheet O-6, Parts I and II, facilitate the step-down method of cost finding.  This method 
recognizes that general services of the hospice are utilized by other general service, LOC, and 
nonreimbursable cost centers.  Worksheet O-6, Part I provides for the equitable allocation of 
general service costs based on statistical data reported on Worksheet O-6, Part II.  To facilitate the 
allocation process, the general format of Worksheet O-6, Part I is identical to that of Worksheet 
O-6, Part II.  The column and line numbers for each general service cost center are identical on the 
two worksheets.  The direct patient care service cost centers (lines 25 through 46 of Worksheet O) 
are reported by LOC on lines 50 through 53 of Worksheets O-6, Parts I and II.  The line numbers 
for nonreimbursable cost centers are identical on Worksheet O and Worksheet O-6, Parts I and II. 
 
When certain general services costs are related to in-facility days and are not separately identifiable 
by LOC or service, Worksheet O-6, Parts I and II, provide for the accumulation of these costs on 
line 17, Patient/Residential Care Services.  The amounts accumulated in this cost center are 
allocated based on the in-facility days for HIRC, HGIP, and residential care services that are not 
part of a separate and distinct residential care unit.  This cost center does not include any costs 
related to contracted inpatient services. 
  
The statistical basis shown at the top of each column on Worksheet O-6, Part II is the recommended 
basis of allocation.  The total statistic for cost centers using the same basis (e.g., square feet) may 
differ with the closing of preceding cost centers.  A hospice can elect to change the order of 
allocation and/or allocation statistics, as appropriate, for the current cost reporting period if a 
request is submitted in accordance with CMS Pub. 15-1, chapter 23, §2313.   
 
Close the general service cost centers in accordance with 42 CFR 413.24(d)(1) so that the cost 
centers rendering the most services to and receiving the least services from other cost centers are 
closed first (see CMS Pub. 15-1, chapter 23, §2306.1).  If a more accurate result is obtained by 
allocating costs in a sequence that differs from the recommended sequence, the hospice must 
request approval in accordance with CMS Pub. 15-1, chapter 23, §2313. 
 
If the amount of any cost center on Worksheet O-5, column 3, has a negative balance, show this 
amount as a negative balance on Worksheet O-6, Part I, column 0.  Allocate the costs from the 
overhead cost centers to applicable cost centers, including those with a negative balance.  Close a 
general service cost center with a negative balance by entering the negative balance in parentheses 
on the first line and on line 100 of the column, and do not allocate.  This enables Worksheet O-6, 
Part I, column 18, line 101 to cross foot to Worksheet O-6, Part I, column 0, line 101.  After 
receiving costs from overhead cost centers, LOC cost centers with negative balances on Worksheet 
O-6, Part I, column 18, are not transferred to Worksheet O-7. 
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