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CONTACT INFORMATION

Mark Lynn, CPA (Inactive), CRHCP
RHC Consultant
Healthcare Business Specialists
502 Shadow Parkway, Suite 214
Chattanooga, Tennessee  37421
Phone: (423) 243-6185
marklynnrhc@gmail.com
www.ruralhealthclinic.com

mailto:marklynnrhc@gmail.com
http://www.ruralhealthclinic.com/


• Information is current as of 
12/08/2022.

• We will supply general 
information. All situations 
are specific so refer to 
specific guidance as 
necessary. This session is 
being recorded.
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Webinar Objective

To provide general information
on the RHC cost reporting
understandable to RHC
managers and providers and
focused on impact, timing, and
responsibilities of the RHC to
prepare timely and accurate
Medicare and Medicaid cost
reports.



• Cost Report Overview

• Building Blocks – ABCs

• Expenses

• Visits

• Productivity standards

• Flu & Pnu
Reimbursement 

• Bad Debts

• Questions
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RHC Cost Report



There are 
two types 
of RHCs 
for cost 
reporting 
purposes

Independent RHCs which are typically owned by 
physicians, NPs, PAs, non-hospital companies and 
hospitals with 50 or more beds (basically anyone). The 
entities file an independent or freestanding cost report 
(Form 222-97). The are subject to the National 
Statutory Payment Limits.

Provider-based RHCs are owned by hospitals and may 
have less than 50 beds or more than 50 beds. These 
RHCs file Medicare cost reports as an integral part of 
the Hospital cost report (M-series of the Form 2552-
10). These clinics are subject to the National Statutory 
Payment Limits if certified in 2021 and after or the 
specified provider-based RHC’s (Grandfathered) per 
visit AIR payment if certified in 2020 or earlier.
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Consolidated 
Appropriations 
Act of 2021 
(CAA) enacted on 
April 1, 2021

1. Independent and newly established 
Provider-Based RHCs are subject to 
Medicare Upper Payment Limits as 
established in the CAA.

2. Provider-based RHCs enrolled on, or 
before, December 31, 2020, are 
grandfathered from being subject to the 
Medicare Upper Payment limit but have 
controls on the rate of growth of their 
Medicare reimbursement rate.
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https://www.cms.gov/files/document/mm12999-rural-health-clinic-all-inclusive-rate-cy-2023-update.pdf

https://www.cms.gov/files/document/mm12999-rural-health-clinic-all-inclusive-rate-cy-2023-update.pdf


National Statutory Payment Limits for RHCs

Begin End Medicare

Date Date Upper Limit

1/1/2020 12/31/2020 $           86.31 

1/1/2021 3/31/2021 $           87.52 

4/1/2021 12/31/2021 $         100.00 

1/1/2022 12/31/2022 $         113.00 

1/1/2023 12/31/2023 $         126.00 

1/1/2024 12/31/2024 $         139.00 

1/1/2025 12/31/2025 $         152.00 

1/1/2026 12/31/2026 $         165.00 

1/1/2027 12/31/2027 $         178.00 

1/1/2028 12/31/2028 $         190.00 

1/1/2029 12/31/2029 MEI

MEI = Medicare Economic Index

Laboratory, technical components, CCM, telehealth (except mental health starting in 2022) and hospital services are 
reimbursed outside the rate.



What is the 
RHC 

Medicare 
Cost 

Report?

• Form 222 or 2552 - Medicare 
Cost Report is required by all 
RHC's to be completed on an 
annual basis.  

• If covers a 12-month period of 
time with some exceptions:  You 
may have up to a 13-month cost 
report or you may have a short 
period if you sell the RHC or 
change ownership.

•
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The Purpose of the RHC Cost Report 

The purpose of the Medicare Cost Report is reconciling
payments received from Medicare as compared to the
allowable costs reported by the RHC. The process will
result in a settling of monies owed or due to Medicare
for the cost report fiscal year.

Governmental agencies use this information to provide
data for future healthcare policies.

Medicaid uses a cost reporting process to establish
Medicaid RHC rates and/or settle Medicaid RHC
payments with the RHC. Each state is different.



Why is a Cost Report important?
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1 Medicare will not pay you if you do not file a cost report and will ask for 
any Medicare money paid during the year to be refunded.

2 RHC Medicare and Medicaid rates are  based upon the cost report.

3 RHCs receive a cost report settlement for flu, pnu, bad debts, 
preventive co-pays/deductibles and rate settlements.

4 You are responsible for preparing the Cost Report accurately and in 
compliance with Medicare and Medicaid rules.



What does Medicare Settle on the Cost Report?
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Difference 
between interim 

and final rate

Medicare Bad 
Debts

Flu & Pnu Shots –
Covid Vaccines,

MAB

Co-pays on 
Preventive 

services & GME
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Cost Reporting Forms for Independent & 
Provider-based RHCs

Description Independent Provider-based

Cost Reporting Form CMS-222-17 CMS-2552-10

Link to PDF of Forms https://www.cms.gov/Regu
lations-and-

Guidance/Guidance/Trans
mittals/2018Downloads/R1

P246.pdf

https://www.cms.gov/Regu
lations-and-

Guidance/Guidance/Trans
mittals/Downloads/R3P240

f.pdf

Software Vendors
4 vendors for RHCs and 

2 for hospital cost reports

https://med.noridianmedic
are.com/web/jea/audit-

reimbursement/cost-
reports/cms-approved-

vendor-listing

https://med.noridianmedic
are.com/web/jea/audit-

reimbursement/cost-
reports/cms-approved-

vendor-listing

https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2018Downloads/R1P246.pdf
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/Downloads/R3P240f.pdf
https://med.noridianmedicare.com/web/jea/audit-reimbursement/cost-reports/cms-approved-vendor-listing
https://med.noridianmedicare.com/web/jea/audit-reimbursement/cost-reports/cms-approved-vendor-listing
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Purpose of Form Independent Provider-based

Provider Name, Location, CCN Number, Signature S Parts I, II & III S-2/S-8

Malpractice Information, Hours of Operation S-1 Part I & II NA

Replaces the 339 Questionnaire S-2 NA

Payer Mix and mental health visits S-3 NA

Expense information (Trial Balance of total expenses) A A/M-1

Reclassifications (Salaries to the proper cost center) A-6 A-6

Adjustments (remove non-allowable expenses, straight-
line depreciation on  assets, value of services)

A-8 A-8

Related Party Transaction (adjust RPTs to actual cost) A-8-1 A-8-1

Allocation of Overhead (Hospital or Parent) NA B Part I, B-1

Visits, FTEs, Overhead allocations to Non-RHC B, Part 1 M-2

Influenza and Pneumonia Costs B-1 M-4

All Inclusive Rate Calculation, Bad Debts, P S & R data C M-3

Medicare Payments including Interim settlements C-1 M-5

Crosswalk of Forms between Provider-based & Independent RHCs



Mandated Cost Reporting Timeframes
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Description Timeframe

Cost Report prepared by the clinic and 

due to Medicare

5 months 

year-end

Number of days the MAC has to accept the 

cost report

30 days

Number of days the MAC has to pay a 

tentative settlement

60 days

Time to final settle cost report 1 year from 

acceptance

Source: https://www.cms.gov/Regulations-and-

Guidance/Guidance/Manuals/downloads/fin106c08.pdf

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/downloads/fin106c08.pdf


Building Blocks



How to 
compute 
your RHC AIR 
Cost per 
visit?
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All Inclusive Rate (AIR) Per Visit Calculation

Total Allowable RHC AIR Costs minus Flu/Pnu costs
______________________________________
Total RHC AIR Visits (Includes all payor types)

=
RHC Cost Per Visit (limited to cap)

Chapter 13, Section 80.4 The A/B MAC re-calculates the AIR by dividing the total
allowable costs across all patient types (i.e., the numerator) by the number of visits
(as defined in section 40) for all patient types (i.e., the denominator). If fewer than
expected visits based on the productivity standards have been furnished, the A/B
MAC substitutes the expected number of visits for the denominator and uses that
instead of the actual number of visits.
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Allowable Costs

“Allowable costs must be reasonable and necessary and
may include practitioner compensation, overhead,
equipment, space, supplies, personnel, and other costs
incident to the delivery of RHC services.”

- Provider Reimbursement Manual, Pub. 15



Question – Is there a list of all 
allowable expenses for the 
cost report?

Answer – No, there are 
thousands of pages of 
reimbursement rules that you 
find on the next page.



Question – Are all of the 
expenses of the clinic included in 
the AIR Total costs?

Answer – No, there are services 
that are paid on a fee for service 
basis or not covered in the AIR 
calculation. Some examples, lab, 
technical components, hospital 
services, telehealth, chronic care 
management, etc.
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https://www.cms.gov/
Regulations-and-
Guidance/Guidance/M
anuals/Paper-Based-
Manuals-
Items/CMS021929.ht
ml

Medicare RHC Cost Report Reimbursement Regulations

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Paper-Based-Manuals-Items/CMS021929.html


How to 
count visit 
for RHC AIR 
Calculations
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Why are Visits so Important?
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Visits are important because

They are the denominator in 

The RHC AIR cost per visit 

calculation.

Do not count 99211 visits,

Injections, lab procedures, 

hospital visits, non-rhc visits, 

telehealth (except mental 

health), CCM. Be careful not 

to double count T1015 

Medicaid codes.



Service Example
Coding

CPT

Example
Billing
HCPCS

Payment
Cost Report 

Visit?
Allowable
Medicare 

Cost?
Notes

Medicaid Visit (in 
some states)

99213
(QVL)

T1015 AIR Yes Yes Only count 1 visit 
on your RHC Cost 

Report

Telehealth Visit 99213 G2025 $97.24 No No Medicaid may 
pay AIR

Mental Telehealth 
Visit (starting in 
2022)

90834 90834 
CG 95

AIR Yes Yes Keep records on 
the costs of two 

different types of 
telehealth visits

Virtual 
Communication 
Services (G0071)

99421 G0071 $23.88 No No Exclude cost on 
cost report.

Chronic Care 
Management 

99484 G0511 79.25 No No Exclude cost on 
cost report.

Billing and Coding Crosswalk Cheat Sheet 

Note: The CPT Code column is not an all-inclusive list of CPT codes.  
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An RHC visit is a medically-necessary medical or mental
health visit, or a qualified preventive health visit. The
visit must be a face-to-face (one-on-one) encounter
between the patient and a physician, NP, PA, CNM, CP, or
a CSW during which time one or more RHC services are
rendered. A Transitional Care Management (TCM)
service can also be an RHC visit. Services furnished must
be within the practitioner’s state scope of practice, and
only services that require the skill level of the RHC or
practitioner are considered RHC visits.

Definition of an RHC Visit per Section 40 of Chapter 13 of 
the Medicare Benefits Policy Manual



Total Visit Counts
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2 PROVIDE AT LEAST ONE OF THE
FOLLOWING (A. OR B.) TO DETERMINE
THE TOTAL PATIENT VISITS OR
ENCOUNTERS AND NEED ONE OF THE
FOLLOWING.

a. CPT Frequency report by Provider from your
computer system.

b. Written or manual visit count with physician, 
physician assistant, and nurse practitioner 
visits provided.



Summary Table for Counting Visits

UB-04

X

X

1500* Incident to CR Visit CR Allowable
Cost AIR

X

X

X

X

X

X

X

X

X

X

X XX

X X X

* Provider-based RHCs will bill using the UB-04 and the hospital’s outpatient NPI.

# Preventive Services that qualify for the AIR are listed here: https://www.cms.gov/Medicare/Medicare-Fee-for-

Service-Payment/FQHCPPS/Downloads/RHC-Preventive-Services.pdf

UB-04Description

X

X

X

1500* Incident to CR Visit CR Allowable
Cost AIR

Office Visits – See QVL for CPT Codes

Lab Services

Technical Components 

Hospital Services

Telehealth (Not Mental Health) 

Telehealth –Mental Health 

Chronic Care Management (G0511)

X

X

X

X

X

X

X

X

X

X

X XXLab Draw (36415) 

Allergy Shots, Injections, Home Care Plan         
oversight, Diabetic & Nutritional counseling X X X

Medicare Preventive Services # (See Table) X X XX

https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/FQHCPPS/Downloads/RHC-Preventive-Services.pdf


Mental Health Visits via Telehealth in 2022

Beginning January 1, 2022, RHC mental health visits will include visits furnished using interactive, 
real-time telecommunications technology. This change will allow RHCs to report and receive payment 
for mental health visits furnished via real-time telecommunication technology in the same way they 
currently do when visits take place in-person, including audio-only visits when the beneficiary is not 
capable of, or does not consent to, the use of video technology. In order to bill for mental health 
visits furnished via telecommunications for dates of service on or after January 1, 2022, RHCs should 
bill Revenue code 0900, along with the appropriate HCPCS code for the mental health visit along with 
modifier CG. Use modifier 95 for services furnished via audio and video telecommunications and use 
modifier FQ for services that were furnished audio-only.

1. Mental Health Visits via Telehealth in 2022:
a. Telehealth visits for medical reasons and paid via G2025 are not paid at the AIR and are not 

included in the RHC total visit counts.
b. Telehealth visits for mental health visits beginning January 1, 2022 are paid at the AIR and 

are included in the RHC total visit counts.
c. It is going to be important to have a system to keep up with the different types of telehealth 

visits in the future.

d. https://www.cms.gov/files/document/se20016-new-expanded-flexibilities-rhcs-fqhcs-
during-covid-19-phe.pdf

https://www.cms.gov/files/document/se20016-new-expanded-flexibilities-rhcs-fqhcs-during-covid-19-phe.pdf


Question – Why is a CPT report 
by Payor not the best way to 
count visits for the RHC  AIR 
calculation?

Answer – Because many 
patients have a primary and 
secondary insurance and these 
reports tend to overstate the 
number of visits which hurts 
your cost per visit.



Let’s take a deeper dive into Allowable 
Expense for the RHC AIR Cost Per Visit

33
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Total Expense Source Documents (Numerator)

Provide your Expenses

Typically, one of the following:

1. Financial Statements

2. Trial balance

3. Tax return
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Source Documents for Cost Report Expenses 

•For provider-based RHCs
−Departmental summary reports 
−Internally prepared financial statements (Trial Balance)
−Hospital cost report data
•For independent RHCs
−Financial statements prepared by outside accountants
−Internally prepared financial statements (Quickbooks)
−Tax returns
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RHC Cost Report can be divided in 3 sections

CR Description- WKS A CR Line

Healthcare Staff Costs 1-39

Facility Overhead 40-74

Costs other than RHC 

Services and Non-

Reimbursable

75-100



Healthcare Costs – CR Lines 1-39
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Facility Overhead CR Lines 40-74
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Cost Other than RHC Services and Non-
Reimbursable Costs CR 75-100

39

If you have an outside contract performing CCM, you will want to adjust the cost of 
the agreement out of the cost report, so it does not pull more overhead out of your 
RHC AIR calculation.



Overhead is allocated to the Healthcare Costs 
area and the Other than RHC area based upon
the ratio of Healthcare Costs to the Total of 
the Healthcare Costs plus Cost of Other than 
RHC services.

40

Green
Red
Yellow



Separate General Ledger accounts for 
Non-allowable Expenses

41

Certain Non-RHC expenses need separate accounting or

general ledger accounts.

A. Laboratory supplies/reagents/licenses

B. Radiology supplies/ film/ licenses

C. EKGs tracing supplies or Part B technical

component costs.

D.  Any service billed to Part B and there is a 

supply cost.

E. Chronic Care Management

F.  Tele-Health



Cost Centers – Independent RHCs

42

Form CMS-222-17 expands the number of cost centers 
and add specific cost centers for costs such as: 
a. Pneumococcal vaccines (CR 30) Must be entered 

here or you will not get paid.
b. Influenza vaccines (CR 31) Same Here.
c.   Telehealth (CR 79) 
d.  Chronic Care Management (CR 80)
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Provider-Based RHCs Cost Report Forms – M-1
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Worksheet B-1 Provider-based RHC Cost Statistics

Provider-based RHCs receive 
an allocation of parent 
overhead from the hospital. 
The provider-based RHC must 
maintain statistics to support 
the allocation of overhead. 
Such statistics may include:

1. Square Footage
2. Time Studies
3. Gross Salaries
4. Accumulated Costs
5. Pounds of Laundry
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Cost Report Benchmarking Report from NARHC
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Professional Tip: Benchmark your Cost Report

https://www.wipfli.com/healthcare

https://www.ruralhealthinfo.org/assets/762-2349/slides-121415.pdf

https://www.wipfli.com/healthcare
https://www.ruralhealthinfo.org/assets/762-2349/slides-121415.pdf
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NARHC Cost Report Benchmarking Report

18
14
13

Per day

https://www.narhc.org/narhc/Free_Benchmarking.asp

https://www.narhc.org/narhc/Free_Benchmarking.asp
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Health Care Provider FTEs

Cost report requires separation of provider visits, time, (and cost):

Physician

Physician Assistant

Nurse Practitioner

Visiting Nurse

Clinical Psychologist

Clinical Social Worker



The Provider FTE calculation is important

For Productivity Calculations 

(based up a 2,080 Hour work year)
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Provider Visits

Physician 4,200

Physician Assistant 2,100

Nurse Practitioner 2,100
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Productivity Standards Documentation – FTE Calculations

Record provider FTE for clinic time only (this includes charting time):
−Time spent in the clinic
−Time with SNF patients
−Time with swing bed patients

Do not include non-clinic time in provider productivity:
−Hospital time (inpatient or outpatient)
−Administrative time
−Committee time

Provider time for visits by physicians under agreement who do not 
furnish services to patients on a regular ongoing basis in the RHC are 
not subject to productivity standards.
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Time Studies for Provider FTEs





Productivity Standards

55

1. Productivity standards are counted in aggregate (a high producing provider 
may help a lower producing provider meet the standards as they are 
computed in total.

2. Due the pandemic and PHE waivers of productivity standards are relatively 
easy to obtain. Apply for them if necessary.



Covid-19 Vaccine Changes in 2022



Covid

Year Pnu Flu Vaccine MABs

2021 Originial Originial Originial & Advantage Originial & Advantage

2022 Originial Originial Originial Originial

https://www.cms.gov/covidvax

Covid-19 Vaccines and MABs by Medicare Advantage Plan 
Patients are no longer reimbursed on the Cost Report

https://www.cms.gov/covidvax


Covid Vaccine & Monoclonal 
Injections/shots

• Both are reported on the cost report like flu and pnu and reimbursed 
at cost. Keep a log.

• In 2021 include Medicare Advantage/Replacement Plan patients as 
well (not so for flu and pnu, or 2022 Covid shots.

• Keep up with Medicare Advantage/Replacement plans separately and 
do not include in the Medicare line on the cost report.

• Keep up with your cost of supplies and direct expenses in a separate 
general ledger account.

• Keep good time records for administration time.

• https://www.cms.gov/medicare/covid-19/monoclonal-antibody-covid-19-
infusion?fbclid=IwAR0b56IOR4fYBDh53ex2Ifrg3OC9dd1hHCm7e6aibbQNWt-
D1YaLAy-VWF8

https://www.cms.gov/medicare/covid-19/monoclonal-antibody-covid-19-infusion?fbclid=IwAR0b56IOR4fYBDh53ex2Ifrg3OC9dd1hHCm7e6aibbQNWt-D1YaLAy-VWF8


Influenza and Pneumoccoal
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4 PROVIDE ALL OF THE FOLLOWING INFORMATION
TO CLAIM INFLUENZA AND PNEUMOCCOCAL
REIMBURSEMENT ON THE COST REPORT.

a. Medicare logs with patient name & HIC number and
date of service for pneumoccocal and influenza patients.

b. A count, listing, or log on non-Medicare patients in order
for us to determine total flu shots provided.

c. Invoices supporting influenza and pneumoccocal
purchases during the year. This will help us to
determine the cost of the supply cost.



Influenza and Pnemoccocal Shot Logs
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Patient Name MBI Number Date of Service

John Smith 411992345A 12/11/2022

Steve Jones 234123903A 12/21/2022

Ashley Taylor 903214934A 12/31/2022

Medicare Influenza and Medicare Pnemoccocal shots should be 

maintained on separate logs. Pnumo pays around $270 per shot and 

influenza is $66 or so.
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Medicare Bad Debts

62



Medicare Bad Debt Summary
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https://med.noridianmedicare.com/web/jea/audit-reimbursement/audit/bad-debt

A provider's bad debts resulting from Medicare deductible and coinsurance amounts that are 
uncollectible from Medicare beneficiaries are considered in the program's calculation of 
reimbursement to the provider if they meet the criteria specified in 42 CFR 413.89.

Per 42 CFR 413.89(e), a bad debt must meet the following criteria to be allowable:
1.The debt must be related to covered services and derived from deductible and 
coinsurance amounts.
2.The provider must be able to establish that reasonable collection efforts were made.
3.The debt was actually uncollectible when claimed as worthless.
4.Sound business judgment established that there was no likelihood of recovery at any 
time in the future.

https://med.noridianmedicare.com/web/jea/audit-reimbursement/audit/bad-debt


Medicare Bad Debt Summary
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1. Medicare coinsurance 20% of charges.

2. Medicare deductible of $233 in 2022 & $226 is 2023.

3. Billed to the Part A MAC.

4. Nothing else is allowed.

5. Must try to collect for 120 days from first bill. 

6. Must treat everyone the same.

7. Do not have to turn over to collection agency. 

8. Must be written off in the fiscal year of the cost report.

9. Collection efforts must cease.



A Medicare Bad Debt must meet the 
following Criteria:
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1.The debt must be related to a covered service and derived from the 

Deductible and Coinsurance amounts.

A. No Fee for Service. IE. Hospital, Technical Components.

B. No Medicare Advantage plans.

2.The provider must be able to establish that reasonable collection efforts 

were made.

A. At least 120 days of first bill.

B. First Bill as least within 45 to 60 days of service.

C. Four documented collection efforts made.

3.The debt was actually uncollectible when claimed as worthless.

4.Sound business judgment indicated there was little likelihood of recovery in 

the future.

Source: 42 CFR 413.89(e)



Capturing the information for Bad Debt
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1.Use an Excel Spreadsheet

2. Keep Regular and Crossover Bad

Debt in separate spreadsheets

3. Provide Medicare with the spreadsheet.

4. Start early. Start NOW.

5. Provide it to the Preparer ASAP.



Hire

67

R



Crossover or Duel Eligible Bad Debt
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•If Medicaid does not pay the complete 

coinsurance or deductible; a RHC can 

include this difference as an allowable 

bad debt on the cost report and 

Medicare will reimburse you for this bad 

debt. Keep up with in a separate file.



Bad Debts related to CCM and Virtual 
Communications may be claimed on the cost Report

An allowable bad debt for Medicare cost reporting purposes is the portion of the 
deductible and coinsurance amounts deemed to be uncollectible. Allowable bad debts 
must relate to specific deductibles and coinsurance amounts that can be verified 
through the PS&R. Deductible and coinsurance amounts are amounts payable by 
beneficiaries for covered services received from providers of services, excluding 
physician fees. Additional amounts beyond the deductible and coinsurance for 
covered services would not be allowable as a Medicare bad debt on the cost report.

To summarize, the bad debts claimed on the cost report cannot be the uncollected 
portion of the deductible and coinsurance for covered services plus amounts for CCM 
( G0511) and Virtual Communication (G0071). However, if CCM and Virtual 
Communication are a covered service, then a portion of the amounts for CMM 
and Virtual Communication could be a deductible or coinsurance, but they 
have to have gone through the billing process for that determination to have 
been made.

• Ralph W. Sloan, CPA

• Centers for Medicare & Medicaid Services
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Bad Debt – Excel Spreadsheets 

Description Link

Bad Debt Policy for Medicare 

Cost Report and Policy and 

Procedure Manuals

https://www.dropbox.com/s/0xjrovoh

y5q6532/2016%20Sample%20Bad%2

0Debt%20Policy%20for%20Rural%20

Health%20Clinics.pdf?dl=0

Medicare Bad Debt Log in 

Excel

https://www.dropbox.com/s/1o6zh90uxhhxmzd/

2016%20Medicare%20Bad%20Debt%20Excel%2

0Spreadsheet%20for%20Medicare%20Only%20i

n%20September%202016.xls?dl=0

Medicare/Medicaid Crossover Bad 

Debt Log in Excel

https://www.dropbox.com/s/auf8w5dsu49q1v5/2

016%20Medicare%20Bad%20Debt%20Excel%20

Spreadsheet%20for%20Medicare%20and%20Me

dicaid%20Crossovers%20in%20September%2C

%202016.xls?dl=0

https://www.dropbox.com/s/0xjrovohy5q6532/2016%20Sample%20Bad%20Debt%20Policy%20for%20Rural%20Health%20Clinics.pdf?dl=0
https://www.dropbox.com/s/1o6zh90uxhhxmzd/2016%20Medicare%20Bad%20Debt%20Excel%20Spreadsheet%20for%20Medicare%20Only%20in%20September%202016.xls?dl=0
https://www.dropbox.com/s/auf8w5dsu49q1v5/2016%20Medicare%20Bad%20Debt%20Excel%20Spreadsheet%20for%20Medicare%20and%20Medicaid%20Crossovers%20in%20September,%202016.xls?dl=0


Question – How far can we go 
back and claim Medicare Bad 
Debts?

Answer – A Medicare Bad
debt is reimbursable in the 
fiscal year the RHC ceases all 
collection efforts and writes 
the account off in its 
receivable system, so you can 
go back as far as you have 
records.



Capitalization and Depreciation Expense



Differences in Tax and Medicare Depreciation

• Capital purchases of less than $5,000 may be expensed under 
Medicare rules. 

• Medicare assets will be depreciated on a straight-line basis using the 
AHA useful life guidelines.

Description Tax Medicare

Method Accelerated -
MACRS

Straight-Line 

Capitalization 
Threshold

$2,500 or $5,000 $5,000

Section 179 
Deduction

1,080,000, 
automobiles is less

Not Applicable

Useful Life Typically, 3 years Use the AHA 
guidelines. 

Typically, 5 to 7 
years



Accruals & PRF Funding 



Accrual of 
Expenses

• Medicare cost reports are filed using accrual basis 
accounting which means costs are recorded when incurred 
and not when actually paid.

• Accruals of compensation to owners and certain self 
funded insurance programs must be liquidated within 
75 days of year-end.

• Accruals to non-owners must be liquidated within 12 
months of the fiscal year end.

• Some Examples:

• Expenses incurred in 2022 and not paid until 2023 
(look at your January and February check register 
for December 2022 expenses)

• Pension plan contributions for 2022 not paid until 
2023

• Payroll due to employees not paid in 2022 and paid 
in 2023.

• Accrued Vacation and Sick pay for employees.

• https://www.law.cornell.edu/cfr/text/42/413.100

https://www.law.cornell.edu/cfr/text/42/413.100


Should PRF Funds and SBA loan forgiveness 
offset expenses on the RHC Cost Report?

https://www.cms.gov/files/document/03092020-covid-19-faqs-508.pdf

https://www.cms.gov/files/document/03092020-covid-19-faqs-508.pdf


Fiscal Year-
End Cost 
Report



There are Three Types of Cost Reports



There are three types of cost reports

Type Utilization Settlement Flu/Pnu Bad Debts

No None No No No

Low > $50,000 No No No

Full <$50,000 Yes Yes Yes

RHCS may file three types of cost report



Three Types of Medicare Cost report

Full
Medicare Interim Payments

• Required if $50,000 or more in interim 

payments

Why?

• Settles difference in interim and final 

rate.

• Reimburses Flu, Pnu, and Covid shots

• Reimburses Bad Debts.

Professional Fees?

• High

Low Utilization

Medicare Interim Payments

• Less than $50,000

Why?

• Simple.

• Must submit a letter indicating you 

qualify and a Balance Sheet and 

Profit and Loss statement.

Professional Fees?

•Medium 

No Utilization

Medicare Interim Payments

• None 

Why?

• Extremely Simple.

• Must submit a letter and 

attach Worksheet S of cost 

report.

Professional Fees?

• Low

Some clinics may elect to file a low utilization cost report if they do not have
Influenza, Pneumococcal, Covid vaccines, or bad debts and they qualify.



Low Utilization Cost Reports

Less than 
$50,000 in 

Net Medicare 
Payments



Identity 
Management 
(IDM) System

CMS created the IDM System to provide providers 
with a means to request and obtain a single User 
ID, which they can use to access one or more CMS 
applications.

The IDM System provides the means for users to 
be approved to access many other CMS systems 
and applications. IDM governs access to CMS 
systems by managing the creation of user IDs and 
passwords, setting up multi-factor authentication 
(MFA), and the assignment of roles within CMS 
applications. 

You can pull your PS&R reports and authorize your 
cost report preparer to submit the cost report 
electronically in MCReF.



Provider Statistical 
& Reimbursement 
(PS&R) System

Providers that file cost reports are 
required to register for the PS&R 
system through Individuals 
Authorized Access to the Centers 
for Medicare & Medicaid Services 
(CMS) Computer Services (IDM) 
to obtain the PS&R reports. The 
PS&R Redesign will be utilized for 
all cost reports with fiscal years 
ending January 31, 2009, and 
later. These cost reports will be 
both filed and settled using PS&R 
Redesign.

An approved PS&R User can order 
reports.



RHC Cost Report Timelines

All Year

Flu, Pnu, Covid, 
and MAB Logs 

For every Medicare 
flu, pnu, Covid, or 
MAB keep a log 
with Patient name, 
MBI, and date 
throughout the 
fiscal year.

All Year

Medicare Bad 
Debts

For Medicare 
uncollected co-pays 
and deductibles 
keep a log in the 
Medicare prescribed 
format for 
submission with the 
cost report. Must be 
written by the end 
of the fiscal year.

Monthly

Provider Time 
Studies

Each Month 
conduct a 
provider time 
study and 
accumulate them 
to submit with 
the cost report 
information

At Year-End

IDM & 
Authorized Cost 
Report Preparer
Register with the 
IDM system for 
the P S and R and 
assign the cost 
report preparer 
role.

At Year-End

Bonus & Accruals

Bonus as much as 
possible to owners and 
accrue expenses for the 
proper time period for 
accrual basis accounting. 
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December requires 
planning and action 
to maximize 
reimbursement and 
minimize taxes

You should have discussions in December with 
the following:

1. Your Tax Accountant
2. Your Cost Report Preparer
3. Your PRF and Grant funds advisor. 

Get your Ducks in a row



Things that 
must be done 
in December

• Write off bad debts if you are claiming bad 
debts and have a 12/31/2022 fiscal year end.

• Spend or use for lost revenues any unused 
PRF Funds with a 12/31/2022 deadline for 
use of the funds. Note: Lost revenues will 
not count as an allowable expense on the 
cost report and using the funds to pay 
expenses may help you receive a higher 
settlement and rate from Medicare.

• Cash accounts should be reviewed with your 
tax accountant and as much as possible 
bonused out to owners in corporations and S-
Corps.

• The deadline to make contributions for 
an employer-sponsored 401(k) plan 
for 2022 is December 31

• Other retirement plans will differ so 
check with your tax CPA.

• You may want to adjust your rent if it 
is a related party transaction –
Discuss with your tax CPA. 

86
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Cost Report Deadlines for 12/31/2022

Fiscal Year Ends

# Requirement Due Date

1. To claim Medicare Bad Debts, the bad debt must 
be written off by the fiscal year end (usually 
12/31) – Still use Exhibit 2 – the old form

12/31/2022

2. Liquidate accrued bonuses or payments to 
owners

75 days after year-end.
March 16, 2023

3. Liquidate accruals for non-owners. One year after year-end.
December 31, 2023



Helpful Links to Cost Report Information
http://www.ruralhealthclinic.com/rhc-
cost-reporting

• Recording of the January 27, 2022 Cost Report webinar

• Recording of the December 16, 2021 webinar with 
information on how to register in IDM by Dani Gilbert

• Slides used for the January 27, 2022 Presentation

• Cost Report Checklist for 12/31/2021 (3-page PDF)

• Cost Report Checklist & Workpapers for 12/31/2021 (21-
Page PDF)

• Cost Report Visit Count Sheet for 12 31 2021 (5 pages)

• Sample Chart of Accounts for a Rural Health Clinic 

http://www.ruralhealthclinic.com/rhc-cost-reporting
https://youtu.be/3zkKiPxsJwk
https://www.youtube.com/watch?v=nDR-PgJ5Sk4
http://www.ruralhealthclinic.com/s/2022-RHC-Cost-Reporting-Webinar-on-1-27-2022.pdf
http://www.ruralhealthclinic.com/s/2022-Medicare-Cost-Report-Checklist-for-2021-Cost-Reports-Checklist-Only-3-pages.pdf
http://www.ruralhealthclinic.com/s/2022-RHC-Cost-Report-Checklist-for-12-31-2021-updated-1-27-2022.pdf
http://www.ruralhealthclinic.com/s/2022-Cost-Report-Visit-Count-Cheatsheet-for-12-31-2021.pdf
http://www.ruralhealthclinic.com/s/2022-RHC-Example-Chart-of-Accounts-on-6-17-2022.pdf
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Professional Tip: Get Help

https://www.narhc.org/narhc/Consultants__Vendors1.asp

https://www.narhc.org/narhc/Consultants__Vendors1.asp


Thank You!

Mark Lynn, Healthcare Business Specialists

marklynnrhc@gmail.com

mailto:marklynnrhc@gmail.com

