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2434.
SUPPLEMENTAL WORKSHEET F-1 - BALANCE SHEET FOR COMPUTATION OF RETURN ON EQUITY CAPITAL OF PROPRIETARY PROVIDERS

This worksheet provides for the calculation of a reasonable return on equity capital invested and used in the provision of patient care services by proprietary providers in accordance with §1861(v)(2)(B) of the Act and 42 CFR 413.157.  This worksheet is only completed if you have an allowable return on equity.  For title XVIII hospitals and subproviders with cost reporting periods beginning on or after October 1, 1988, and before October 1, 1989, payments for Part A return on equity capital is 25 percent of the otherwise allowable amount.  For cost reporting periods beginning on or after October 1, 1989, payments are not made for Part A return on equity.

Return on equity is not allowed for title XVIII hospital and subprovider Part B services, HHA, and CORF services.  Return on equity is allowed for skilled nursing facility title XVIII, Part A and Part B services at the rate of one times the rate of return on Part A trust fund. (This also applies to swing bed-SNF.)

Equity capital, as used in health care programs, is the owners’ interest, subject to the prior claims of creditors, in the provider organization or that part of such organization rendering patient care.  Equity capital is represented by the excess of the assets related to patient care over the liabilities related to patient care.  

The return allowed on such capital is based on the health care programs’ principles of reimbursement.  Equity capital is computed for the health care complex as a whole and the return is allocated among the services provided by each of the components of the health care complex (e.g., hospital, subprovider, skilled nursing facility, home health agency).

NOTE:
The first step in determining average equity capital during the reporting period is to compute the amount of such capital at the end of the accounting period.  Supplemental Worksheet F-1 is designed for this purpose.  However, when you are reporting for the first time under the health care programs, complete Supplemental Worksheet F-1 twice; once for the beginning of the cost reporting period and once for the end of the cost reporting period.  Supplemental Worksheet F-1 is completed through line 56 for the beginning of your first reporting period under the health care programs.  This is necessary so that the beginning equity capital under the health care programs can be determined.  (See Supplemental Worksheet F-3, column 2.)

The ending equity capital (line 56) is transferred to Supplemental Worksheet F-3, column 8, on the line representing the last month or period in the cost reporting period.  For example, if the cost report is for a 12-month calendar year, this is line 13 (December).
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Columns 2 and 6 -- Enter the balances recorded in your books of accounts at the end of the reporting period.  If the lines on the worksheets are not sufficient, use lines 5, 9, 25, 31, 40, 47, 48 and 51, as appropriate, to report the sum of account balances and adjustments.   Maintain supporting documentation.

Columns 3 and 7--These columns are used to make any adjustments to the amounts recorded in columns 2 and 6 that are required to arrive at equity capital for Medicare cost reporting.  Assets and liabilities for renal dialysis equipment where you have elected 100 percent reimbursement is excluded.  However, do not make any adjustments to eliminate the assets and liabilities applicable to a noncertified part of a skilled nursing facility. These assets and liabilities remain in the total since the return on equity capital is apportioned over the entire health care complex.  Some examples of adjustments which are required:

Line 1 - Cash on Hand and In Banks--Enter in column 3 the amount of cash included in column 2 which is excessive and therefore not needed for patient care services.

Funds deposited in a savings account for more than 6 consecutive months are considered diverted to income producing activities which are not related to patient care.

Line 2 - Temporary Investments--Enter in column 3 the cost applicable to temporary investments not related to patient care.

This item is reduced by the amount, if any, that the investments as recorded in the books (column 2) exceed cost.

Lines 3 and 4 - Notes Receivable and Accounts Receivable--Enter in column 3 the notes and accounts receivable that are not for patient care services, but are included in the amount recorded in column 2.  This includes such items as balances due from owners, officers, employees, directors, stockholders and other miscellaneous sources.

Line 5 - Other Receivables--Enter in column 3 the amounts included in this receivable which did not result from patient care services.  Normally, the total amount of this receivable is entered in column 3.

Line 6 - Less:  Allowance for Uncollectible Notes and Accounts Receivable--Enter in column 3 the amount of allowance included in column 2 which is directly applicable to the amounts entered in column 3, lines 3, 4 and 5.  The receivables on lines 3, 4 and 5 applicable to patient care services and includable in equity capital reflect the amount that you can reasonably expect to collect regardless of your method of computing bad debts.
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Line 7 - Inventory--Enter in column 3 the cost of any inventory items not related to patient care.  This includes, but is not limited to, the inventory cost of items applicable to the coffee shop and canteen.  Also include such items as replacement parts for television and other items related to noncovered services.

Line 8 - Prepaid Expenses--Enter any amounts in column 3 which are included in column 2, but are not related to patient care.  This includes any items resulting from costs that are unallowable under the health care programs, such as prepaid premiums on life insurance carried by you on officers and key employees, where you are designated as the beneficiary.

Line 9 - Other Current Assets--Enter the total of all other assets.  Include in column 3 the full amount of any items in column 2 not related to patient care.

Lines 11, 12, 14, 16, 18, 20, 22, 24, 25 - Fixed Assets--Enter in column 3 the difference, if any, between the amounts entered in column 2 and the historical cost of the assets, or in the case of donated assets, the fair market value at the time of donation.  Also, enter (1) the cost of any assets not related to patient care, and (2) the cost of any assets whose acquisition was determined not consistent with the standards, plans or criteria developed to meet the need for adequate health care facilities.  (See PRM 15-I, chapter 24.)

Lines 13, 15, 17, 19, 21, 23 -- Accumulated Depreciation and Amortization--The amounts are adjusted to reflect accumulated depreciation under the health care programs.  Also, adjust the accumulated depreciation and amortization in column 2 by any amounts applicable to the related assets adjusted in column 3.

Line 27 - Investments--Investments includable in equity capital are limited to those related to patient care.  Primarily, these are temporary investments of operating funds (line 2).  Operating funds invested for long periods of time are considered in excess of patient care needs and are deleted from column 3.  (See PRM-I, chapter 12.)

Line 28 - Deposits on Leases--Generally, deposits required under the terms of a lease are included in equity capital.  However, enter in column 3 the deposits for assets leased from related organizations and for assets not related to patient care.  See the instructions for column 8, line 54, for the treatment of assets leased from related organizatons.  

Line 29 - Due from Owners/Officers--For adjustments to this account, see instructions for lines 3, 4 and 5.

Line 30 - Special Funds--The amounts deposited in a funded depreciation account and the earnings there from which remain in the fund are not includable in equity capital and are entered in column 3.

Line 31--This is for other assets for which no other lines are provided.  All other assets are combined and entered in total.  An example of such assets is deferred charges which includes such items as organization expense and unamortized bond discount and expense. These items are properly included in equity capital if related to patient care services.
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Another example of such assets is goodwill.  Goodwill purchased in an acquisition prior to August 1970 of an existing organization is includable in your equity capital.  However, goodwill which has not been purchased, but has been internally generated, as from a reorganization, is not includable in your equity capital at any time.

For facilities or tangible assets acquired after July 1970, the excess of the purchase price paid for a facility or asset over (1) the historical cost of the tangible asset or (2) the cost basis of the tangible assets, whichever is applicable, is not includable in the computation of equity capital.  (See PRM-I, chapter 12.)

Lines 34 through 50 - Liabilities--Enter in column 7 the amount of any liabilities which are directly attributable to and identifiable with the cost of any assets that were entered in column 3.   Enter on lines 40 and 47 the total of all other current liabilities and other long term liabilities, respectively.  

Lines 45 and 46 - Loans from Owners--Do not make any adjustments in column 7 for funds borrowed prior to July 1, 1966 provided the terms and conditions of the loan agreement have not been modified subsequent to June 30, 1966.  Such loans are considered as a liability in computing equity capital since interest expense related to such loans is included in allowable costs.

Where the terms and conditions of the loan agreement of loans made prior to July 1, 1966 have been modified subsequent to June 30, 1966, such loans are not included as a liability in column 8, and therefore, are adjusted in column 7.  Loans from owners made after June 30, 1966 are not included as a liability in computing equity capital and are adjusted in column 7.

Line 51 - Capital--The capital accounts in column 5, line 51, are those applicable to the type of business organizations under which you operate.

INDIVIDUAL PROPRIETOR
-
Proprietor’s Capital Account

PARTNERSHIP
-
Partners’ Capital Accounts

CORPORATION
-
Capital Stock and Other Accounts

Line 52 - Total Capital--Subtract the amount in column 7, line 50, from the amount in column 3, line 33, and enter the result in column 7.

Columns 4 and 8--Adjust the amount entered in columns 2 and 6 by the amounts (increase or decrease) entered in columns 3 and 7 and extend the net amounts to columns 4 and 8, respectively.

Line 54 - Equity in Assets Leased From Related Organization--If lease payments for real or personal property are not included in allowable cost because the lessor is a related organization as defined in PRM-I, chapter 10, the owner’s equity in the net cost of the
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leased assets is properly includable in equity capital.  See the instructions for completing line 31. However, if the lease payments are included in allowable cost because of any of the exceptions cited in chapter 10, then the net value of the assets cannot be included in equity capital.  The amount entered on line 54 is computed on the same basis as for assets owned directly by your organization. If the owner (related organization) has a negative equity in the assets leased to you, the negative amount rather than zero is included.

NOTE:
Home office equity is not shown on this line.

Line 55 - Difference Between Total Interim Payments and Net Cost of Covered Services--Enter the difference between total interim payments received and receivable for the cost reporting period and the net cost of covered services.  The net cost of covered services used in this computation does not include the reimbursable return on equity capital.  This difference is obtained from Supplemental Worksheet F-2, Part VII, line 56.

If the interim payments exceed the cost of covered services, the amount constitutes a reduction of equity capital.  If the interim payments are less than the cost, add the difference to equity capital. However, to the extent that the difference has already been considered in this balance sheet, no entry is made.

Line 56 - Total Equity Capital--Enter the sum of line 52 plus/minus lines 54 and 55. Enter negative amount in parentheses (  ).

1.
If line 56 is computed as of the end of the cost reporting period and the amount computed on line 56 is a positive or negative amount, transfer this amount to Supplemental Worksheet F-3, column 8, for the last month or period in the cost reporting period.

2.
If line 56 is computed as of the beginning of a cost reporting period (first reporting period under the health care programs only) and the amount computed on line 56 is a positive or negative amount, transfer this amount to Supplemental Worksheet F-3, column 2, all lines, and column 8, line 1.
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2435.
SUPPLEMENTAL WORKSHEET F-2 - COMPUTATION OF DIFFERENCE BETWEEN TOTAL INTERIM  PAYMENTS AND NET COST OF COVERED SERVICES

This worksheet provides for the calculation of the difference between the interim payments received and receivable for the cost reporting period and net cost of covered services to the extent not already reported on the balance sheet.  The balance sheet must reflect these differences for all programs and for any other third party payers where such difference may  occur.

2435.1
Part I - Title XVIII.--This part provides for the computation of the difference between total title XVIII interim payments and the net cost of covered services for the hospital, subprovider and SNF components of the health care complex.

Lines 1 through 4--Enter on these lines, in the appropriate columns, the amounts indicated for the appropriate payment basis from all of the following title XVIII Worksheets:

PPS



TEFRA


COST
Line 1


Wkst. E, Part A,

Supp.Wkst.

Supp. Wkst.

Line 9C minus line
E-3, Part I,


E-3, Part II,

8.  For SNFs, Supp.
line 7 plus


line 7 plus

Wkst. E-3, Part III,
line 15A


line 23A

col. 2, sum of lines

2 and 29 minus line

9A

NOTE:
This change recognizes that, for providers subject to the Prospective Payment System, the net working capital adjustment to equity capital for this difference is created by using the actual PPS payments due the provider rather than using reasonable cost to calculate this adjustment.

This is effective for cost reporting periods beginning on or after January 1, 1989.

Those providers whose cost reports were filed and settled using the reasonable cost methodology to compute this adjustment and who would be adversely affected by this policy change in the reopening of their cost report are not expected to refund the program.

Line 2


Wkst. E, Part A,

Supp. Wkst.

Supp. Wkst. E-3,

lines 12A and 12B.
E-3, Part I,


Part II, line 24

For SNFs, Supp.

line 10 plus


and line 27. 

Wkst. E-3, Part

line 12.


For SNFs, sum of
III, sum of






lines 24 and 27.

col. 2, lines 35

and 38

Line 3


Not Applicable

Wkst. D-1,


Not Applicable

Part II,

line 59
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Line 4


Wkst. E, Part A,

Supp. Wkst.

Supp. Wkst. E-3,

line 13. For SNFs

E-3, Part I,


Part II, line 29

Supp. Wkst. E-3,

line 14

Part III, col. 2,

line 40A

Line 5--Enter the net cost of covered Part A services in the appropriate columns.  This amount is computed as the sum of the amounts on line 1 plus line 4 minus the sum of the amounts on lines 2 and 3.

Line 6--Enter in column 3  the sum of the amounts on Supplemental Worksheet D-10, line 5; Worksheet E, Part B, line 7; Worksheet E, Part C, lines 6 and 8A; Worksheet E, Part D, columns 1 and 2, lines 6, 7, and 7A; and Worksheet E, Part E, columns 1 and 2, lines 6, 7, and 7A.  Enter in columns 5, 7, and 9 the amount from the appropriate Worksheet E, Part B, line 7.

Line 7--Enter in the appropriate column the amounts from Worksheets E, Part B, line 26.

Line 8--Enter in column 3 the sum of the amounts from all title XVIII Worksheets E, Part B, line 22; Worksheet E, Part C, line 17; Worksheet E, Part D, line 17, columns 1 and 2; and Worksheet E, Part E, line 17, columns 1 and 2.  Enter in columns 5, 7, and 9 the amount from the appropriate Worksheet E, Part B, line 22.

Line 9--Enter in the appropriate column the amounts from all title XVIII Worksheets E, Part B, sum of the amounts on lines 28A and 28B.

Line 10--Enter the net cost of covered Part B services.  This amount is computed as the sum of the amounts on line 6 plus line 9 minus the sum of the amounts on lines 7 and 8.

Line 11--Enter in column 3 only the cost of 100% home program dialysis equipment from Worksheet E, Part B, line 33.

Line 12--Enter the sum of the amounts on lines 5, 10, and 11.

Line 13--Enter in the appropriate columns total title XVIII interim payments from all of the following title XVIII worksheets for the payment basis indicated.

             PPS             
          TEFRA              
               COST            
     A                 B     
    A                   B      
     A                         B  
For hospitals and

  subproviders:

Wkst. E,
Wkst. E,      
Supp. Wkst.
Wkst. E,          
Supp. Wkst.   
Wkst. E,

Part A,   
Part B,       
E-3, Part I, 
Part B,           
E-3, Part II, 
Part B,

line 19   
line 37       
line 21      
line 37           
line 37       
line 37

For PPS - SNF:
Wkst E-3,   
Wkst. E,

Part III, 
Part B,

col. 2,   
line 37

line 51
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Line 14--Enter the amount on line 12 minus the amount on line 13.  Enter negative amounts in parentheses ( ).

2435.2

Part II - Title V.--This part provides for the computation of the difference between total title V interim payments and net cost of covered services for the hospital, subprovider, SNF and ICF components of the health care complex.

Lines 15-18--Enter on these lines in the appropriate columns the amounts for the appropriate payment basis from all of the following title V Worksheets:

                             PPS                                         

          TEFRA OR COST          
Line 15     
Wkst. D-1,                       



Supp. Wkst. E-3,

          

Part II, line 50                




Part III, col. 1, line 11

               

plus                              




plus
          

Supp. Wkst. E-3                      


Wkst. E,

      


Part III, col. 1, line 11            



Part C, line 8B

               

plus                              




plus
             

Wkst. E,                          




Wkst. E,

          

Part C, line 8B                 



Part D, lines 6 and 7

           
plus                          




columns 1 and 2

         
Wkst. E,                            



plus
 

Part D, lines 6 and 7                      


Wkst. E,

    

columns 1 and 2                    



Part E, lines 6 and 7

           
plus                          




columns 1 and 2

      

Wkst. E, Part E,

lines 6 and 7, columns 1 and 2

PPS
TEFRA
COST
Line 16         
Not Applicable       
Supp. Wkst. E-3,       
Not Applicable

                               
Part III, col. 1,

                              
line 19


PPS, TEFRA AND COST
Line 17 
Supp. Wkst. E-3, Part III, col. 1, sum of lines 35 and 38

                 plus
Wkst. E, Part C, line 17

                 plus
Wkst. E, Part D, line 17, columns 1 and 2

                                   plus
             
Wkst. E, Part E, line 17, columns 1 and 2

Line 18    Supp. Wkst. E-3, Part III, col. 1, line 40A

Line 19--Enter the sum of the amounts on lines 15 and 18 minus the sum of the amounts on lines 16 and 17.

Line 20--Enter in the appropriate columns total title V interim payments from all title V Supplemental Worksheets E-3, Part III, line 51.

Line 21--Enter the amount on line 19 minus the amount on line 20.  Enter a negative amount in parentheses (  ).
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2435.3  Part III - Title XIX.--This part provides for the computation of the difference between total title XIX interim payments and net cost of covered services for the hospital, subprovider, SNF and ICF components of the health care complex.

Lines 22-25--Enter on these lines in the appropriate columns the amounts for the appropriate payment basis of the following title XIX Worksheets.

       
         PPS                                     
      TEFRA OR COST      
Line 22       
Wkst. D-1,                     
Supp. Wkst. E-3,

Part II, line 50              
Part III, col. 1, line 11

       plus                               
      plus
Supp. Wkst. E-3,                      
Wkst. E,

Part III, col. 1, line 11              
Part C, line 8B

       plus                               
      plus
Wkst. E,                             
Wkst. E,

Part C, line 8B                  
Part D, lines 6 and 7

       plus                          
columns 1 and 2

Wkst. E,                            
      plus
Part D, lines 6 and 7                  
Supp. Wkst. E,

columns 1 and 2                 
Part E, lines 6 and 7

       plus                          
columns 1 and 2

Wkst. E,       

Part E, lines 6 and 7 

columns 1 and 2    

PPS              
TEFRA
COST
Line 23      
Not Applicable   
Supp. Wkst. E-3, 
Not Applicable

                         
Part III, col. 1,

                             
line 19


PPS, TEFRA OR COST
Line 24     Supp. Wkst. E-3, Part III, col. 1, sum of lines 35 and 38

                         plus
Wkst E, Part C, line 17

                         plus
Wkst. E, Part D, line 17, columns 1 and 2                  

                         plus
               
Wkst. E, Part E, line 17, columns 1 and 2                  

Line 25   Supp. Wkst. E-3, col. 1, Part III, line 40A

Line 26--Enter the sum of the amounts on lines 22 and 25 minus the sum of the amounts on lines 23 and 24.

Line 27--Enter in the appropriate columns total title XIX interim payments from all title XIX Supplemental Worksheets E-3, Part III, col. 1, line 51.

Line 28--Enter the amount on line 26 minus the amount on line 27.  Enter a negative amount in parentheses (  ).

2435.4       Part IV - Swing Bed-SNF/ICF.--This part provides for the computation of the difference between interim payments and net cost of covered swing bed-SNF/ICF services for titles V, XVIII and XIX.
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NOTE:
The entries in columns 2, 3, 4, 6 and 7 come from Supplemental Worksheet E-2, as appropriate, column 1.  The entries in column 5 come from Supplemental Worksheet E-2 (Swing Bed-SNF) title XVIII, column 2.

Lines 29-34--Enter in the appropriate columns the amounts from all Supplemental Worksheets E-2 as indicated in column 1.

Line 35--Enter the sum of the amounts on lines 29 and 33 minus the sum of the amounts on lines 30, 31, 32 and 34.  Enter a negative amount in parentheses (  ).

2435.5 Part V - HHA.--This part provides for the computation of the difference between interim payments and net cost of covered HHA services.

Lines 36-41--Enter the amounts from Supplemental Worksheet H-6 as indicated in column 1.

Line 42--Enter the sum of the amounts on lines 36 and 40 minus the sum of the amounts on lines 37, 38, 39 and 41.  Enter a negative amount in parentheses (  ).

2435.6 Part VI - CORF.--This part provides for the computation of the difference between interim payments and the net cost of covered CORF services.

Lines 43-47--Enter in the appropriate columns the amounts from all Supplemental Worksheets J-3 as indicated in column 1.

Line 48--Enter the sum of the amounts on lines 43 and 46 minus the sum of the amounts on lines 44, 45 and 47.

2435.7 Part VII - Summary.--This part provides for summarizing the computation of the difference between interim payments and the net cost of covered services from Parts I through VI.

Lines 49-55--Enter in the appropriate columns the amounts as indicated in column 1. Enter a negative amount in parentheses (  ).

Line 55--Enter the differences between amounts due from programs and third party payers and interim payments from these programs and third party payers which are not reflected on lines 1-54 or elsewhere in the balance sheet.

Line 56--Enter the sum of the amounts on lines 49 through 55.  Enter a negative amount in parentheses (  ).  Transfer this amount to Supplemental Worksheet F-1, line 55.

Rev. 4
24-205

09-90
FORM HCFA-2552-89
2436

2436.
SUPPLEMENTAL WORKSHEET F-3 - COMPUTATION OF RETURN ON EQUITY CAPITAL OF PROPRIETARY PROVIDERS

This worksheet provides for the computation of the average equity capital and amount of return includable in allowable costs.

Column 1--List each of the months or periods included in the cost reporting period.

Column 2--Enter the equity capital as of the beginning of the cost reporting period:

1.
Determine the prior year ending equity capital from the previous year Supplemental Worksheet F-1, line 56.

2.
Add the amount of reimbursable return on equity capital computed:

o
100 percent of the return on equity on the previous year Supplemental Worksheet F-5, Part II, columns 2 and 6, lines 6, 7, 8, 10, 12, 14, 15, 17 and 22; column 4, lines 6, 8, 10, 12 and 15.

o
Plus 80 percent of the previous year Supplemental Worksheet F-5, Part II, column 4, lines 13 and 16.

3.
Plus/Minus Adjustments to Health Care Program Costs that are not already included in the beginning equity capital.  Some of the adjustments considered in the computation are:

o
A decrease by the amount of the excess reasonable cost over customary charges from the previous year cost report.

o
An increase by the recovery of unreimbursed costs from prior year cost report.

o
Minus Federal, State and Local Income Taxes.  After the prior years’ return on equity capital, computation of the prior years’ adjustments to the health care program costs and prior years’ bad debts have been determined, any income taxes attributable to these amounts are computed and subtracted from the previous years’ equity balance.

o
Plus the incentive payment amount for TEFRA providers, or the DRG amounts for PPS providers, from the prior year cost report minus the program inpatient operating cost (as computed in the prior year).

o
A decrease for sequestration adjustment.

The total, whether positive or negative, is the beginning equity capital for the current cost reporting period and is shown on Supplemental Worksheet F-3, column 2, all lines and in column 8, line 1. Submit a reconciliation showing how this computation is made.
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Column 3--List by month or period the capital investments made during the cost reporting period. Capital investments include cash and other property contributed by owners and proceeds from the issuance of corporate stocks.  Do not include loans from owners here.

The amount entered on the appropriate line in column 3 is carried forward to subsequent months in the period and is increased by additional contributions in the month(s) or period(s) in which such contributions are made.

Column 4--Enter the net gain or loss from the disposition of depreciable assets computed in accordance with PRM-I, §§132 - 132.4.  Gains and losses on investments related to patient care and included in equity capital are also shown in this column.

Beginning with the month or period in which the transaction occurs, the amount of gain or loss is carried forward to subsequent months or periods in the cost reporting period and is increased or decreased as further asset disposals occur.

Column 5--Enter the amounts withdrawn by owners or disbursed for the personal benefit of owners. Any amounts paid as dividends to corporate stockholders are also entered. Include the cumulative amount for the period, i.e., if withdrawals occur at the rate of $600 per month or period, the first month or period of the cost reporting period shows $600, the second - $1,200, etc.  However, if withdrawals are made and are reflected in the profit or loss for the period (as salaries), they are not entered here.

Column 6--Enter other changes in equity capital such as loans from owners made after July 1, 1966 (increase) and repayments of the same (decreases).  Unrestricted donations and contributions are also entered.  Beginning with the first month or period in which a transaction occurs, the applicable amount is carried forward to subsequent months or periods and is increased by additional loans or decreased by repayments of loans.  Direct equity allocation from a home office or other related organizaton is reflected in the appropriate month.

Column 7--Equity capital increases or decreases as income is earned or as losses are incurred in operations during the cost reporting period.

The net amount of the change in equity capital that results from operations is determined by analyzing the difference between equity capital at the beginning of the period and equity capital at the end of the period.  To this increase (or decrease) in equity capital are added (or subtracted) the amounts included under the other categories of changes in this worksheet, columns 3 through 6.  The balance then represents the increase or decrease due to operations.

To compute the increase or decrease due to operations for the last month or period within the cost reporting period (if the cost report is for a 12-month calendar year, this is line 13 - December), subtract from the ending equity capital (from Supplemental Worksheet F-1, line 56), which is entered on line 13, column 8, the total of columns 2 through 6 (same line).  If the amount on Supplemental Worksheet F-1, line 56, is negative, use the negative amount for this computation.  Enter the resulting amount in column 7 (same line).  This increase or decrease due to operations is considered to have been experienced uniformly during each of the months or period of the cost reporting period and to have affected
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equity cumulatively.  Therefore, if the net increase due to profits for 12 months is $24,000 (as entered in column 7, line 13), $2,000 is entered on line 2, $4,000 entered on line 3, etc.

Column 8--For each month or period within the cost reporting period, enter the net total of columns 2 through 7.  The amount shown is the actual amount, whether positive or negative.

Column 9--Where you include a distribution of pooled equity capital from a home office (or other related organization), enter the monthly amounts of equity capital allocated from the home office (or other related organization) whether positive or negative.  See PRM-I, chapter 12 and §§2150 - 2153.

NOTE:
Column 9 reflects actual home office and/or related organization pooled equity, even if negative in amount.  The months in your cost reporting period is matched with corresponding months in the cost statement(s).

Line 1 shows the pooled equity at the beginning of the your reporting period.  This is equal to the amount allocated from the related organization(s) in the last month of the preceding period.

Lines 2 through 13 (in a 12-month cost reporting period) reflects the monthly pooled equity capital balances as shown in the cost statement(s).

These procedures are especially important where you have a fiscal year end which is different from that of the related organization.

The pooled equity capital allocations are not reflected on your balance sheet (Supplemental Worksheet F-1).  Specifically, it is not proper to use line 54 entitled "equity in assets leased from related organizations" for pooled equity allocations.

Column 10--Your equity capital and allocated home office (or other related organization) equity capital is combined in this column.  If the combined equity capital in any month is a negative amount, a zero is shown for that month.  If you are not associated with a home office (or other related organization), the amounts in column 8 are brought forward to column 10 and when the equity capital in any month is a negative amount, a zero is shown for that month.

Add the individual months’ equity capital and enter the total of column 10 on line 15.

Line 16 - Computation of Average Equity Capital--Divide the total amount shown in column 10, line 15, by the number of months or periods in the cost reporting period plus one to determine average equity capital during the period.

Lines 17 and 18 - Computation of Return on Equity Capital--The allowable return on equity capital is computed for Part A inpatient hospital services on line 17, and it is computed for all other services on line 18.  The two rates of return are computed in accordance with §1886(g) of the Social Security Act, as amended by §601(e) of P.L. 98-21.
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2437.
SUPPLEMENTAL WORKSHEET F-4 - COMPUTATION OF TOTAL ALLOWABLE COSTS 

This worksheet provides for the calculation of your total allowable costs for the apportionment of allowable return on equity capital if you are proprietary.  The supplemental worksheet calculates the total cost under (1) cost or other reimbursement, (2) TEFRA, and (3) PPS.

LINE DESCRIPTIONS
Line 1--Enter your total cost from Worksheet B, Part I, column 27, line 95 minus line 69.

Line 2--Enter the sum of the amounts on lines 37, and 38 through 49 minus the amount on line 37A from Worksheet A-8.

Line 3--Enter the amount from Worksheet A-8, line 51.

Line 4--Add the amounts from lines 1, 2, and 3 and enter the total cost for "cost or other" reimbursement.  Transfer this amount to Supplemental Worksheet F-5, Part I, column 1, line 3 if you are reimbursed under cost or other reimbursement.  If this Supplemental Worksheet is being completed for you and you are not receiving reimbursement under either TEFRA or PPS, do not complete the remainder of this Supplemental Worksheet.

Line 5--Enter the respiratory and physical therapy cost adjustment from Worksheet C, Part I, column 2, line 103.

Line 6--Add the amounts on lines 4 and 5 to determine the "cost for TEFRA".  If any part of the complex is subject to reimbursement under TEFRA, transfer this amount to Supplemental Worksheet F-5, Part I, column 2, line 3.  If this Supplemental Worksheet is completed and you are receiving reimbursement under TEFRA but not under PPS, do not complete the remainder of this Supplemental Worksheet.

Line 7--Enter the total RCE adjustment from Worksheet C, Part I, column 4, line 101.

Line 8--Add the amounts on lines 6 and 7 to determine the cost for PPS.  Transfer this amount to Supplemental Worksheet F-5, Part I, column 3, line 3.
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2438.
SUPPLEMENTAL WORKSHEET F-5 - APPORTIONMENT OF ALLOWABLE RETURN ON EQUITY CAPITAL OF PROPRIETARY PROVIDERS

This worksheet provides for the apportionment of the allowable return on equity capital to the various health care programs.  This method of apportionment is based on the ratio of the appropriate allowable return on equity capital (line 1 for title V, title XVIII, Part A and title XIX inpatient hospital and subprovider services, and line 2 for other services) to total allowable costs (line 3).  These ratios, as entered on lines 4 and 5, are then applied to the appropriate health care program and provider component or type of service.

2438.1
Part I - Computation of Ratio of Allowable Return on Equity Capital to Total Allowable Cost.--

LINE DESCRIPTIONS
Line 1--Enter in each column the allowable return on equity capital for inpatient hospital services from Supplemental Worksheet F-3, column 10, line 17.

Line 2--Enter in column 1 the allowable return on equity capital for other services from Supplemental Worksheet F-3, column 10, line 18.

Line 3--Enter the total allowable cost for allocation of return on equity capital from Supplemental Worksheet F-4.  Where the return on equity capital is computed for cost reimbursement or a reimbursement method other than TEFRA or PPS, enter in column 1 the amount from Supplemental Worksheet F-4, line 4.  Where the return on equity capital is computed for TEFRA cost reporting, enter in column 2 the amount from Supplemental Worksheet F-4, line 6.  Where the return on equity capital is computed for PPS, enter in column 3 the amount from Supplemental Worksheet F-4, line 8.

Line 4--Compute the inpatient hospital ratio of allowable return on equity capital for each of the applicable reimbursement methods - "Other," "TEFRA" and "PPS".  Divide the amount on line 1 by the amount on line 3 for each applicable column and enter the result.

Line 5--Compute the ratio of allowable return on equity capital applicable to "Other" services.  Divide the amount in column 1, line 2, by the amount in column 1, line 3, and enter the result in column 1, line 5.

2438.2
Part II - Apportionment of Allowable Return on Equity Capital.--The return on equity capital is computed by multiplying the "cost" applicable to the particular component of the health care complex or type of service by the applicable ratio developed in Part I.  Use the applicable ratio from Part I, line 4, in computing the allowable return on equity capital on lines 6, 8 and 10.  Use the ratio from Part I, column 1, line 5, in computing the allowable return on equity capital on all other lines.  Enter the "cost" for title V in column 1, the "cost" for title XVIII in column 3 and the "cost" for title XIX in column 5.  The reimbursable return on equity capital for a component or type of service is the product of the applicable cost and the applicable ratio from Part I, line 4 or 5.  Enter the product in columns 2, 4 or 6 for titles V, XVIII or XIX, respectively.
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The following charts provide the needed references for the "cost" amounts entered in columns 1, 3 and 5 for the appropriate payment system.  These charts also provide the required references for transferring the return on equity capital included in reimbursement.

NOTE:
Return on equity capital no longer applies to Title XVIII reimbursement for HHAs or CORFs effective for cost reporting periods beginning on or after July 6, 1987. However, return on equity capital is still computed for CORFs under Title V and XIX.  In addition, return on equity capital for inpatient hospital services no longer applies for cost reporting periods beginning on or after October 1, 1989.


Chart 1 - Other Cost Reimbursement
   "Cost" Included in
  the Applicable Column
 Return on Equity Capital
     Transferred From:
     Transferred To:    

For Titles
For Title
For Titles
For Title
V & XIX
XVIII
V & XIX
XVIII  

Lines    
Description
Cols 1 & 5
Col 3
Cols 2 & 6
Col 4
  6
Hospital inpatient or
See
Supp Wkst
Supp Wkst
Supp Wkst

Part A
Chart 5
E-3, Pt II,
E-3, Pt III,
E-3, Pt II,

line 7
col. 1, line 12
line 8

  7
Medical and other
See
N/A
Supp Wkst
N/A

health services
Chart 4

E-3, Pt III,

Part B


col. 1, line 12

  8
Subprovider I
Supp Wkst
Supp Wkst
Supp Wkst
Supp Wkst

Inpatient or
E-3, Pt III,
E-3, Pt II,
E-3, Pt III,
E-3, Pt II,

Part A
col. 1, line 11
line 7
col. 1, line 12
line 8

  9
Subprovider I
N/A
N/A
N/A
N/A

(Part B)

 10
Subprovider II
Supp Wkst
Supp Wkst
Supp Wkst
Supp Wkst

Inpatient or  
E-3, Pt III,
E-3, Pt II,
E-3, Pt III,
E-3, Pt II,

Part A
col. 1, line 11
line 7
col. 1, line 12
line 8

 11
Subprovider II
N/A
N/A
N/A
N/A

(Part B)

 12
Swing Bed - SNF
Supp Wkst
Supp Wkst
Supp Wkst
Supp Wkst

Ancillary (Part
E-2, col 1,
E-2, col 1,
E-2, col 1,
E-2, col 1,

A)
line 12
line 12
line 13
line 13

minus line 1
minus line 1

 13
Swing Bed - SNF
N/A
Supp Wkst 
N/A
 Supp Wkst

Ancillary (Part

E-2, col 2,

E-2, col 2,

B)

line 12


line 13

 14
Swing Bed - ICF
Supp Wkst
N/A
Supp Wkst
N/A

Ancillary
E-2, col 1,

E-2, col 1,

line 12

line 13

minus line 2
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Chart 1 - Other Cost Reimbursement
   "Cost" Included in
  the Applicable Column
 Return on Equity Capital
     Transferred From:
     Transferred To:    

For Titles
For Title
For Titles
For Title
V & XIX
XVIII
V & XIX
XVIII  

Lines    
Description
Cols 1 & 5
Col 3
Cols 2 & 6
Col 4
 15
SNF (Part A)
Supp Wkst
Supp Wkst
Supp Wkst
Supp Wkst

E-3, Pt III,
E-3, Pt II,
E-3, Pt III,
E-3, Pt II,

col. 1, line 11
line 7
col. 1, line 12
line 8

 16
SNF (Part B)
N/A
Wkst E,
N/A
Wkst E,

Pt B, line 7

Pt B,

minus line 26

line 8

 17
ICF
Supp Wkst
N/A
Supp Wkst
N/A

E-3, Pt III,

E-3, Pt III,

col. 1, line 11

col. 1, line 12

 18
HHA Part A Other
N/A
N/A
N/A
N/A

Than DME

 19
HHA Part B Other
N/A
N/A
N/A
N/A

Than DME

 20
HHA Part A DME
N/A
N/A
N/A
N/A

 21
HHA Part B DME
N/A
N/A
N/A
N/A

 22
CORF
Supp Wkst
N/A
Supp Wkst
N/A

J-3, line 5

J-3, line 6


Chart 2 - TEFRA Reimbursement
   "Cost" Included in
  the Applicable Column
 Return on Equity Capital
     Transferred From:
     Transferred To:    

For Titles
For Title
For Titles
For Title
V & XIX
XVIII
V & XIX
XVIII  

Lines    
Description
Cols 1 & 5
Col 3
Cols 2 & 6
Col 4
  6
Hospital inpatient
See     
Supp Wkst
Supp Wkst
Supp Wkst  
or Part A
Chart 6
E-3, Pt I,
E-3, Pt III,
E-3, Pt I,

line 7 minus
col. 1, line 12
line 8

Wkst D-1,

Part II, 

line 59
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Chart 2 - TEFRA Reimbursement
   "Cost" Included in
  the Applicable Column
 Return on Equity Capital
     Transferred From:
     Transferred To:    

For Titles
For Title
For Titles
For Title
V & XIX
XVIII
V & XIX
XVIII  

Lines    
Description
Cols 1 & 5
Col 3
Cols 2 & 6
Col 4
  8
Subprovider I
Supp Wkst
Supp Wkst
Supp Wkst
Supp Wkst

Inpatient or
E-3, Pt III,
E-3, Pt I,
E-3, Pt III,
E-3, Pt I,

Part A
col. 1, 
line 7 minus
col. 1, 
line 8

line 11 minus
Wkst. D-1,
line 12

Wkst D-1,
Part II,

Part II, 
line 59

line 59

 10
Subprovider II
Supp Wkst
Supp Wkst
Supp Wkst
Supp Wkst

Inpatient or
E-3, Pt III,
E-3, Pt I,
E-3, Pt III,
E-3, Pt I,

Part A
col. 1,
line 7 minus
col. 1,
line 8

line 11 minus
Wkst. D-1,
line 12

Wkst D-1,
Part II,

Part II,
line 59

line 59


Chart 3 - PPS Reimbursement
   "Cost" Included in
  the Applicable Column
 Return on Equity Capital
     Transferred From:
     Transferred To:    

For Titles
For Title
For Titles
For Title
V & XIX
XVIII
V & XIX
XVIII  

Lines    
Description
Cols 1 & 5
Col 3
Cols 2 & 6
Col 4
  6
Hospital inpatient
See
Wkst D-1,
Supp Wkst
Wkst E,

or Part A
Chart 7
Part II,
E-3, Pt III,
Pt A, line 8

line 50,
col. 1,
(See Note)

plus Wkst E,
line 12

Pt A, sum of

lines 4 and 5

minus line 10

NOTE:
For title XVIII, return on equity must be reduced in accordance with §4006 of the Omnibus Budget Reconciliation Act of 1987.  See §2413 for a detailed explanation.  The percentage reduction used in computing the reduced capital costs on Worksheet D, Part I, is the same percentage used to reduce return on equity before transferring the amount to Worksheet E, Part A, line 8.
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           Chart 3 - PPS Reimbursement           

   "Cost" Included in   


  the Applicable Column  
Return on Equity Capital
    Transferred From:    
    Transferred To:    

 For Titles 
 For Title 
 For Titles 
For Title
  V & XIX  
   XVIII   
  V & XIX  
  XVIII  

 Lines     Description    
 Cols 1 & 5 
   Col 3   
 Cols 2 & 6 
  Col 4  
8
     Subprovider I
         See
 Wkst D-1,
Supp Wkst
 Wkst E,

  Inpatient or Part A
    Chart 8
  Part II,
E-3, Pt III,
  Pt A,

line 50 plus
    col. 1,
  line 8

Wkst E, Pt A,
   line 33

sum of lines 4


 and 5 minus

    line 10

10
     Subprovider II
       See
 Wkst D-1,
Supp Wkst 
Wkst E,

      Inpatient or Part A
   Chart 8 
  Part II,
E-3, Pt III,
 Pt A,

line 50 plus
    col. 1,
 line 8

Wkst E, Pt A,
   line 33

sum of lines 4

 and 5 minus

   line 10

15
    SNF - PPS (Part A
   Supp Wkst
   See Note
 Supp Wkst
Supp Wkst

     Ancillary only)
 E-3, Pt III,

 E-3, Pt
  E-3, Pt

col. 1, line 11

     III, 
     III,

   col. 1,
   col. 2,

   line 12
   line 12

NOTE:
The costs used to calculate the allowable return on equity capital for title XVIII SNFs reimbursed under PPS include only Part A ancillary costs.  The return on equity for routine services is included in the payment rate.  The Part A ancillary costs are determined as follows:  Sum the amounts on Supplemental Worksheet E-3, Part III, column 2, lines 8, 40B and 43A.  Divide the sum into the amount on Worksheet E-3, Part III, column 2, line 8 and 40 B.  The result is the percent of total costs attributable to Part A ancillary services.  Multiply this percent by the amount on Worksheet E-3, Part III, column 2, line 9A, to determine the amount of inpatient primary payer payments attributable to inpatient ancillary services.  Enter on Worksheet F-5, column 3, line 15, the difference between line 8 and the inpatient ancillary service primary payer amount.


                                 Chart 4 - Computation of Cost of Outpatient   

                                       Services for Titles V and XIX
        Title V        
       Title XIX       

  Outpatient Services  
  Outpatient Services  
1
Outpatient Services
    Supp Wkst E-3,     
     Supp Wkst E-3,     

Part III, col. 1, line 2
Part III, col. 1, line 2

2
Interns and Residents
 Supp Wkst D-2, Part I, 
 Supp Wkst D-2, Part I, 

     col 8, line 23     
    col 10, line 23    
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Chart 5 - Cost Reimbursement - Computation of Cost of

Inpatient Hospital Services for Titles V and XIX
        Title V        
       Title XIX       
7
Differential in charges 
  Supp Wkst E-3,col 1,  
  Supp Wkst E-3,col 1,  

between semiprivate 
       Part III,       
       Part III,       

accommodations and less
       line 10        
        line 10        

than semiprivate

accommodations

8
Cost of Inpatient Hospital

Line 5 minus sum of

Services (see Chart 1, 
     lines 6 and 7     
     lines 6 and 7     

line 6, titles V and XIX)


Chart 6 - TEFRA - Computation of Cost of Inpatient

Hospital Services for Titles V and XIX
        Title V        
       Title XIX       
Cost of Inpatient Hospital 
Chart 5, line 8 minus 
 Chart 5, line 8 minus 

Services (see Chart 2,     
     Wkst D-1,                    
      Wkst D-1,

line 6, titles V and XIX) 
   Part II, line 59    
    Part II, line 59    


Chart 7 - PPS Computation of Cost of Inpatient Hospital

Services for Titles V and XIX - PPS
        Title V        
       Title XIX       
1
Inpatient Hospital
    Wkst D-1,       
    Wkst D-1,

Services
    Part II, line 50    
    Part II, line 50    

2
Interns and Residents
Supp Wkst D-2, Part I, 
Supp Wkst D-2, Part I, 

col 8, line 9     
col 10, line 9     

3
Organ Acquisition
Supp Wkst E-3,     
Supp Wkst E-3,     

Part III, col 1, line 4
Part III, col 1, line 4

4
Cost of Teaching
Supp Wkst D-9, Part II,
Supp Wkst D-9, Part II,

Physicians
col 3, line 13     
col 3, line 17     

5
Subtotal
Sum of lines 1 through 4
Sum of lines 1 through 4

6
Primary Payer 
Supp Wkst E-3,     
Supp Wkst E-3,     

Payments
Part III, col 1, line 9A
Part III, col 1, line 9A

7
Cost of Inpatient 
Line 5 minus line 6  
Line 5 minus line 6

Hospital Services 

(see Chart 3, line 6,

titles V and XIX)
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Chart 8 - PPS - Computation of Cost of Inpatient Services

for Subprovider I or II for Titles V and XIX
        Title V        
       Title XIX       
1
Inpatient Subprovider 
Wkst D-1,       
Wkst D-1,       

Services
Part II, line 50    
Part II, line 50    

2
Interns and Residents
Supp Wkst D-2, Part I, 
Supp Wkst D-2, Part I, 

col 8, line 10 or 11  
col 10, line 10 or 11 

3
Cost of Teaching
Supp Wkst D-9, Part II,
Supp Wkst D-9, Part II,

Physicians
col 3, line 13     
col 3, line 17     

4
Subtotal
Sum of lines 1 through 3
Sum of lines 1 through 3

5
Primary Payer 
Supp Wkst E-3,     
Supp Wkst E-3,     

Payments
Part III, col 1, line 9A
Part III, col 1, line 9A

6
Cost of Inpatient 
Line 4 minus line 5  
Line 4 minus line 5  

Subprovider I/II 

Services (See Chart 3, 

lines 8 and 10, Sub-

provider I and Subpro-

vider II, respectively,

titles V and XIX)
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