

AGING AND DISABILITY SERVICES



JOINT COST ALLOCATION DISCLOSURE


CRITERIA FOR APPROVAL OF PROVIDER STATEMENTS
1.
Servicing Organization (Page 1 on Disclosure Form)


The name and address of the servicing organization must be completed.  The information regarding the type of organization must be completed.  See the enclosed "Joint Facility Organization Types'" list to determine what type of organization type is applicable.  

2.
Organizational Chart (Page 1 on Disclosure Form)


An organizational chart for the servicing organization must be included.  The two items regarding differences in the organizational charts must be completed.

3.
Contact Individual (Page 2 on Disclosure Form)


The name, title, and telephone number of the contact person must be listed.      

4.
Services Provided (Page 2 on Disclosure Form)


A.
Service Type:



Under the column heading "Service," the provider's statement should consist of an adequate description(s) of the specific service(s) to be provided, as called for by the explanatory statement on the form and in WAC 388-96-534.  Examples of correct descriptions of services are:  Accounting service, bookkeeping service, dietary consultation, nursing care consultation, laundry service, meal preparation and food service, computer service, and general administrative management.  Any services that are not specifically listed in this section will be disallowed.  

B.
Purpose:



The provider's statement should constitute an adequate description of the purpose of a service and a sufficiently detailed explanation of "the functions performed at each locale" as called for by the statement on the form and in WAC 388-96-534.  Examples of adequate statements of purpose are:  To provide for the compilation and completion of quarterly financial and other operating statements from the bookkeeping data generated by office personnel in each facility; to provide centralized and computerized bookkeeping, medical records, patient statistics, and administrative management data; to provide consistent general and special dietary consultation and training to dietary and nursing personnel in each facility; and to provide complete laundry service for all entities and facilities serviced.
C. Expense Accounts Allocated
Under the third column “Specific Cost Report Accounts Allocated”, the facility should be able to explain and provide the supporting schedule of the various Medicaid Cost Report expense accounts that were grouped under each service category.  It is recommended that a copy of the servicing organization’s Chart of Accounts be provided for review along with the 2015 JCAD. 
5.      Non-Duplicative Costs  (Page 3 on Disclosure Form)

         The provider’s statement should constitute an adequate description of the non-duplicative or 
         pass through position and costs that are paid through the Home Office that are “facility specific”

         and would have been necessarily incurred whether a Home Office existed or not. The provider

         must furnish support for the positions and costs that are passed through to a facility and provide 
         the link from Home Office accounting records to the specific cost report account number.

A.  Non-Duplicative or Pass Through staff position(s)

        The information submitted by the Home Office must include:

1. A list of position(s) including the position description and purpose
2. Cost and hours worked associated with those positions

3. Explanation from a cost/benefit standpoint why the position was not                 filled locally

4. Identify any staff position that is allocated to multiple facilities in the chain      and identify those facilities
B.   Pass through cost other than cost related to staff positions are covered in paragraph

   six below

6.
Allocation Methodology (Page 3 on Disclosure Form)


The provider's statement should adequately describe an allocation methodology which distributes the costs of services in accordance with the benefits of such services, as called for by the statement on the form and in WAC 388-96-534. 


The provider must furnish support for the allocation methodology used. The support should be current, no older than a year from the due date of the current JCAD. 

Allocation ratios, if stated, are to be documented and must show in detail the basis for the ratios used and how the ratios were computed. For example (but not limited to): If the allocation is based on a time study (number of loads, pounds of laundry, etc,) submit a copy of the current time (loads, pounds etc) study and the calculation arriving at the ratios. If the allocation is based on accumulated cost, submit proof of the accumulated cost for each entity and in total plus the calculations arriving at the ratios. If the allocation is based on square footage, submit proof of the square footage for each entity and in total plus the calculations used to arrive at the ratios. If the allocation is based on salary and wages, it must include benefits, bonuses, stock options, owners’ draws, paid and accrued, for each entity and in total plus the calculations used to arrive at the ratios.


The allocation methodology should incorporate the following criteria (for a more detailed explanation, see the Nursing Home Accounting and Reporting Manual, especially section III (J)).

A.
Direct Charges on Nursing Facility Books:



When a chain organization or combination facility purchases supplies, equipment, or services which are to be utilized or consumed directly and exclusively by or in a given nursing facility (or other related entity) the costs for such items do not require an allocation methodology, and should not be allocat​ed on a statistical or other similar allocation basis.  Such costs should be charged directly to and accounted for on the books of account of the facility or entity, using an appropri​ate system of charge vouchers or requi​sitions and should be excluded from the cost allocation meth​odology.  The methodology in this case is actually the system of the facility's accounting for these direct costs.  For example, cost of food purchased for a nursing facility through a central purchasing operation should be charged to the nursing facility; cost should not be allocated through an allocation mechanism.


B.
Allocation of Direct Costs:



Where personnel, services, facilities, or equipment (not supplies which are consumed in only one entity) are used or shared by more than one facility or entity, the costs for such items may be "for the benefit of, or directly attributable to, a specific nursing facility or other enterprise."  In this case, they should be allocated directly to (but not charged directly on the books of account for) the entity for which they are incurred.  The methodology in such instances typically involves an allocation basis such as actual salaries and wages, payroll hours or actual recorded time spent at, or on behalf of, a given facility or entity.  Other similar methods of directly assigning and accounting for the costs of shared servic​es, facilities or equipment are also acceptable, so long as they directly attribute costs to a given facility on the basis of actual usage or benefit.  Therefore, the allocation methodology in such instances typically utilizes the existing or standard accounting data normally maintained by a chain organization or combination facility, such as actual payroll hours or similar time records or actual equipment usage (miles, time of use) to allocate these direct costs.


C.
Allocation of Indirect & Overhead Costs:



Direct costs for services provided by a chain organization or combination facility commonly involve an appropriate share of indirect or overhead costs such as administrative manage​ment sala​ries, office rent, utilities, telephone, supplies, and other office costs.  Such indirect overhead costs are not, by their essential nature, directly assignable to specific nursing facilities using account​ing methods described in paragraphs 4A or 4B.  Indirect costs should be allocated on a functional basis designed to distribute costs to the compo​nents or activities in a manner reasonably related to the services received.  The allocation method​ology should propor​tionately allocate​ these kinds of costs in a manner that most accurately reflects the benefits of services provided.  This alloca​tion methodology usually employs some type of basic cost accounting rationale or standard health care institution​al cost finding method​ology (such as that employed in the Medicare program) using statis​tics or time studies that are designed as measures of the functional benefits or services provided.  The statistics or measures used constitute the primary elements of the allocation methodology; the correctness or accuracy of such measures can only be judged in relation to the unique or special characteristics of the services performed.  Some of the statistical bases that may be used to ensure proper apportionment of such common costs are shown in section III (J) of the Nursing Home Accounting and Reporting Manual.  In a chain organization, these kinds of indirect costs are often appor​tioned among the direct costs, on the basis of the pro​portionate share that each function's or service's direct costs (usually salaries and wages along with other direct costs for general administrative management accounting, dietary consultation, etc.) bear to the total of direct costs for all functions or servic​es provided.  In combina​tion facilities, other statistics such as square feet, meals served, or gross charges are often used to measure and allocate such indi​rect and overhead costs.  It is essential that this kind of alloca​tion provide that such costs be apportioned between both appropriate allowable and non-allowable costs centers, since costs incurred in selected areas may benefit both allowable and non-allowable cost centers.


D.
Allocation by Functional Benefits:



An allocation methodology requires appropriate basis to allocate the costs of services to each of the entities receiving and benefiting from the services.  Where it can be clearly demonstrated that each of the entities is receiving benefits approx​imately equal and uniform, (except for proportionate variations caused by size and number of beds) then inpatient days or set-up beds (depending on the service) may be used as the method and statistical basis for such allocation.  However, if it appears that specific services, functions, or equipment are not equally and uniformly used by each facility or entity, then the direct costs for such items, along with an appropriate share of indirect costs for each function or service, must be allocated on some statistical or cost accounting basis that most accurately reflects actual usage or benefit.  Percentages based on time studies or estimates must be carefully and completely documented and periodically updated to ensure consistency and accuracy from period to period, and to ensure that such time studies or estimates are current and readily available for purposes of an on-site audit.

7.
Entities Serviced (Page 3 on Disclosure Form)


The provider's statement must be consistent with other entries on the form, or with cost report data previously filed with Aging and Disability Services, as follows:


A.
Under the column heading "Entity," the list of facilities or enti​ties must be complete.


B.
Under "Vendor Numbers and # of Beds or Other Description," the data must be complete.


C.
Under "Estimated % of Cost," the data shown should correlate with the allocation methodol​ogy and other data on the form.  Work-papers that show how the percentages were calculated must be included.   

8.
Certification (Page 4 on Disclosure Form)

This certification must be signed by an authorized provider representative with the printed name and title given, and the date entered.  The JCAD submitted to the department must contain an original signature in ink.
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