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OBJECTIVES

1. Understand the relevant information to prepare a good cost report, whether 
internally or externally prepared

2. Properly review your cost-report and understand how your reimbursement 
is tied to your cost report

3. Utilizing your cost report for expense planning
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WHAT IS THE MEDICARE COST 
REPORT?



MEDICARE COST REPORT
• Document containing financial, 

operational, volume, productivity and 
payment information
• Generally filed on a yearly basis
• Filed to your Medicare Administrative 

Contractor (MAC)

• Ultimately calculates your receivable 
from or payable to the Medicare 
program
• Also used for setting payment rates 

going forward

• Clinic operators attest to the accuracy 
of this report
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MEDICARE COST REPORT
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COST REPORT STRUCTURE
• Worksheet S - Rural Health Clinic Cost Report Certification and Settlement

• Worksheet S-1 - Rural Health Clinic Identification Data

• Worksheet S-2 - Rural Health Clinic Reimbursement Questionnaire

• Worksheet S-3 - Rural Health Clinic Statistical Data (Visits)

• Worksheet A - Reclassification and Adjustment of Trial Balance of Expenses

• Worksheet A-6 - Reclassification

• Worksheet A-8 - Adjustments to Expenses

• Worksheet A-8-1 - Statement of Costs of Services from Related Organizations

• Worksheet B - Visits and Overhead Cost for RHC Services

• Worksheet B-1 - Computation of Vaccine Cost

• Worksheet C - Determination of Medicare Payment

• Worksheet C-1 - Analysis of Payments to the Rural Health Clinic
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KEY INFORMATION FOR COST 
REPORT PREPARATION



KEY DOCUMENTATION

• Financial records
• Trial Balance
• Internal Financial statements
• Medicare Provider Statistical and Reimbursement report (PS&R)
• Payroll records
• Vaccine invoices

• Volume information
• Visit records by provider and payer
• Vaccines administered
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KEY DOCUMENTATION

• Provider information
• Total providers including:

• Physicians
• Nurse Practitioners (NPs)
• Physician Assistants (PAs)
• Certified Nurse-Midwives (CNMs)
• Clinical Psychologists (CPs)
• Clinical Social Workers (CSWs)

• Provider full-time equivalents (FTEs)

• Supplementary information
• Bad debt listing
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REIMBURSEMENT: MECHANICS AND 
OPPORTUNITIES
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T • Medicare reimburses a flat All-Inclusive Rate (AIR) for RHC services

• Payment limit per visit based on national statutory limits:

• Calendar Year (CY) 2023 = $126.00

• Calendar Year (CY) 2024 = $139.00

• Calendar Year (CY) 2025 = $152.00

• Medicare Part B deductible and coinsurance rates apply. This means that 

once patients meet their Part B deductible, Medicare pays 80% of the AIR 

and the patient pays the remaining 20%.

• For certain preventive services like the Annual Wellness Visit (AWV) and 

the Initial Preventive Physical Exam (IPPE), Medicare will pay the full AIR 

and patients do not have a co-pay

• Non-RHC services paid on the allowed amount for the service
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ALL-INCLUSIVE RATE
• The all-inclusive rate for RHCs is calculated as follows:

• Total allowable RHC cost (vaccines calculated separately) / total RHC visits
• The result of this calculation is compared to a maximum rate per visit; the lesser of these two is what the 

RHC is reimbursed for Medicare services

• Example (below cap)
• Total allowable cost = $2,000,000
• Total RHC visits = 20,000
• Cost per visit = $100
• Maximum rate per visit = $139
• Total Medicare visits = 10,000
• Total Medicare allowable cost = $1,000,000

• Example (above cap)
• Total allowable cost = $2,000,000
• Total RHC visits = 10,000
• Cost per visit = $200
• Maximum rate per visit = $139
• Total Medicare visits = 5,000
• Total Medicare allowable cost = $695,000
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ALL-INCLUSIVE RATE
• Total costs are reported on Worksheet A, and broken out by:

• Cost center
• Salaries and non-salary expense
• Direct and overhead cost

• Total cost generally comes from the clinic trial balance/financial statements and reported in 
Col. 1 & 2
• The clinic can then reclassify expenses into different cost centers
• Number of reclassifications are dependent on how the clinic trial balance is designed

• Adjustments are made based on reimbursement principles to calculate total “allowable cost”
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ALL-INCLUSIVE RATE: PROVIDER PRODUCTIVITY
• The Medicare cost report compares actual visits at the RHC with productivity thresholds based on 

provider FTEs; FTEs by provider are multiplied by the productivity standard to calculate a minimum 
number of visits
• 4,200 visits for physicians
• 2,100 visits for non-physician providers (PAs, NPs and CNMWs)
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ALL-INCLUSIVE RATE: PROVIDER PRODUCTIVITY
• “The FTE on the cost report for providers is the time spent seeing patients or scheduled to 

see patients and does not include administrative time.” - Medicare Benefit Policy Manual 
Chapter 13 - Rural Health Clinic (RHC) and Federally Qualified Health Center (FQHC) 
Services
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ALL-INCLUSIVE RATE: PROVIDER PRODUCTIVITY
• A qualifying RHC visit is a medically-necessary, face-to-face medical or mental health 

visit, or a qualified preventive health visit with a qualified provider
• RHC must ensure only qualifying visits are reported
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ALL-INCLUSIVE RATE: PROVIDER PRODUCTIVITY
• RHC or FQHC visits may take place in:

• the RHC or FQHC,
• the patient’s residence (including an assisted living facility),
• a Medicare-covered Part A SNF (see Pub. 100-04, Medicare Claims Processing Manual, chapter 

6, section 20.1.1), or
• the scene of an accident.

• RHC and FQHC visits may not take place in:
• an inpatient or outpatient department of a hospital, including a CAH, or
• a facility which has specific requirements that preclude RHC or FQHC visits (e.g., a Medicare 

comprehensive outpatient rehabilitation facility, a hospice facility, etc.)

• Best practice is to maintain visit records by provider, payer and CPT code
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CONSISTENCY IS KEY!
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OTHER REIMBURSEMENT ITEMS

• The cost report also reimburses RHCs for 
• Cost of vaccines and vaccine administration

• Key inputs
• Cost of vaccines
• Total vaccine administration time

• Medicare bad debts
• Key inputs
• Bad debt log
• Supporting documentation
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VACCINES/VACCINE ADMINISTRATION

• “The cost and administration of pneumococcal and influenza vaccines to 
Medicare beneficiaries are 100 percent reimbursable by Medicare.” CMS 
Form 227-17 cost report instructions
• Calculated on Worksheet B-1
• The cost report calculates direct and indirect cost of vaccines and vaccine 

administration

• Worksheet requires an estimated time for each vaccine administration
• This estimate is used to calculate healthcare staff time to include in total cost 

calculation

• Should maintain a log of vaccines as well as documentation substantiating 
vaccine cost (e.g., invoices)
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VACCINES/VACCINE ADMINISTRATION
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VACCINES/VACCINE ADMINISTRATION
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MEDICARE BAD DEBTS
• 42 CFR 413.89(d): “.. the costs attributable to the deductible and coinsurance amounts 

that remain unpaid are added to the Medicare share of allowable costs.”
• Reasonable collection effort (defined in regulation)
• Debt was uncollectible, and claimed as uncollectible, within the time period it was deemed 

worthless
• Often involves having a bad debt returned from a collection agency

• Sound business judgment established no likelihood of recovery
• Excludes physician professional services

• Medicare reimburses 65% of total allowable Medicare Bad Debts
• In addition to a reasonable collection effort, RHCs must substantiate their allowable bad debts 

with a detailed listing of information for each bad debt claimed
• Broken out between dual-eligible and non-dual eligible patients 

• Reported on Worksheet C, Part II
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MEDICARE BAD DEBTS
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MEDICARE BAD DEBTS
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IMPORTANT TAKEAWAYS

• Documentation is key!

• Know your facility operations

• Understand your reimbursement drivers

• Reconcile, reconcile, reconcile

• Develop reasonableness tests

• Multi-tiered cost report review process is best practice
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Q&A



Our team of rural and community healthcare experts support the leadership of hospitals, health systems with a rural footprint, and 
the groups and clinics that form an essential care network across the 97% of the US that is defined as rural. 

COMMITTED TO INCREASING THE IMPACT OF RURAL AND COMMUNITY HEALTHCARE.
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Wade Gallon
wgallon@stroudwater.com

(T) 207-221-8270
(M) 617-599-3350



THANK YOU

Stroudwater Crossing

1685 Congress St. Suite 202

Portland, ME 04102
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