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Related Party Organization Cost Reporting

Medicaid Provider Manual, Cost Reporting and Reimbursement Appendix, Section 4.11.B states:

The operating costs of a related ownership organization are allocated to the individual nursing facility as a purchased service.  This cost must be identified within the appropriate cost center in the Medicaid cost report. Identification of the type of service determines if the costs qualify to be apportioned between base and support cost using the industry-wide base and support cost percentages.  If the service does not qualify to be apportioned by this method, the allocated costs are classified as support costs in the individual nursing facility. 

The related party organization cost reporting is required for the specific related party organization business entity in the following cases:  

· If the dollar amount of routine nursing care costs to the individual nursing facility exceeds $10,000 in aggregate, regardless of the number or type of services provided.
· If the sum (total dollar amount) of routine nursing care costs to multiple nursing facilities exceeds $50,000 in aggregate, regardless of the number or type of services provided and number of nursing facilities served. 

These dollar limits apply to related party business transactions whether they are routine or ancillary nursing services. 

Facility lease arrangements between related parties must be separately reported in the cost report as described in the Allowable and Non-Allowable Cost Section of this appendix.

Providers may elect one of the following options:

· File the Home Office Cost Statement, MSA – 1578 to report the related party transaction;
· Remove the costs associated with a related party transaction from the cost report.  Providers must report the costs on Worksheet 1 – C, and in Section C of this worksheet, report “0” as the “Amount Allowable in Cost”;
· IF the related party transaction involves the salary and benefits of the facility administrator, alternative cost reporting worksheet or accounting schedules may be substituted.  Contact the Reimbursement and Rate Setting Section for prior approval;
· Submit a written notice to the Department explaining how the transaction is not with a related party or that the related entity is no longer providing services to the nursing facility.
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