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Learning Objectives

 Recognize the key reimbursement drivers affecting Medicare Settlement to review 

for accuracy, reasonableness and completeness

 Identify advanced techniques for reviewing the Medicare cost report that go 

beyond “ticking and tying” or “check the box” methods

 Develop meaningful management reports that explain the Medicare cost report 

settlement and provide key metric comparisons
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What is a Medicare Cost Report?
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Key Reimbursement Drivers

• IME/DGME

• Wage Index

• Transplant/Organ Acquisition
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Summarized Rules for Counting FTEs

Excluded Distinct Part Units 
1

Report on IPF/IRF

Yes

Excluded Distinct Part Units 
1

Report on IPF/IRF

Yes

Excluded Distinct Part Units 
1

Report on IPF/IRF

Yes

1 IME for Excluded Units may be counted but must be reported on W/S E-3 Part II or III, if rotations actually occur on those units.

2 Didactic activities include classes, lectures, or self study.

3 Allowable research rotations for DGME include clinical research that occurs at the hospital and is directly related to the care of

a patient and documented as such (e.g., patient bill, etc.).  CMS has not allowed research rotations for IME since 2001.
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Available Beds Calculation (IME)

• Based on Medicare’s unique definition of available beds [42 CFR 412.105(b)]

• Exclude nursery bassinets or any OP ancillary beds (L&D exceptions)

• Exclude beds in IPPS-exempt units (e.g., IPF, IRF, SNF)

• Observation bed days for patients occupying inpatient beds can lower the available 

bed count (W/S S-3 Pt I, L 28, C 8)

• Exclude patient days for swing-bed SNF units and non-distinct part Hospice days
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Intern/Resident-to-Bed (IRB) Ratio

Current year IRB ratio = 

Adjusted 3-year rolling average / current year available bed count

Prior year IRB ratio = 

Prior year allowable FTE count / prior year available bed count

• Not the prior year IRB ratio (E Pt A, line 19)

• Not the prior year rolling average (E Pt A, line 18)
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Direct Graduate Medical Education (DGME)

https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-

MLN/MLNProducts/downloads/inflationfactors.pdf

Per-Resident Amount (PRA)
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Wage Index
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Wage Index

Top 5 Commonly Missed Opportunities

1. Overstated Paid Hours

2. Pension Expense

3. Self-Funded Health Insurance

4. Contract Labor

5. Physician Part A
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Medicare Reimbursement for Transplant
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Evaluation and 
Maintenance

Transplant

Post Transplant
Organ 

Acquisition

Services for prospective transplant recipients

Medicare Cost 

Report

Diagnosis 

Related 

Group (DRG)

Ambulatory 

Payment 

Classifications 

(APCs)

Medicare Cost 

Report
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Medicare Reimbursement for Transplant
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Evaluation Transplant
Post 

Transplant *

Services for prospective and actual living donors

Medicare Cost 

Report

Medicare Cost 

Report

Medicare Cost 

Report 

(hospital routine 

follow-up)

* Donor 

complications 

paid via FFS
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Medicare Reimbursement for Organ Acquisition

Common Findings:
• No time surveys for 

pre-transplant %

• Missing personnel
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Medicare Reimbursement for Organ Acquisition

Common Findings:
• Outdated square 

footage

• Missing statistics for 

applicable OH areas
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Medicare Reimbursement for Organ Acquisition

Common Findings:
• Missing non-Medicare 

charges

• Missing living donors

• Process not consistent 

between organ types
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Medicare Reimbursement for Organ Acquisition

Common Findings:
• Missing organs from 

deceased donors

• Medicare and Total 

transplant counts don’t 

reconcile to transplant 

records

• Missing organs sent via 

paired kidney exchange
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Polling Question 

As a reviewer, the amount of time I have available 

to review the Medicare cost report before 

finalization:

A. More than 1 month

B. 3-4 weeks

C. 1-2 weeks

D. Few days
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Reviewing the Medicare Cost Report

3-year Comparison

• S Series

• A Series

• B Series

• C Series

• D Series

• E Series
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Goals of the 3-Year Comparison

• Visualize trend over a three-year period

• Identify material variances that should be investigated

• Explain legitimate variances

• Analyze significant cost-to-charge ratio fluctuations

• Determine Medicare settlement reasonableness

• Compare Medicare settlement to accrued amounts

• Identify opportunities for the hospital
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Reviewing IME
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Reviewing DGME
LINE LINE DESC PENULTIMATE YR PRIOR YEAR CURRENT YEAR

1 Original Base Year FTE Cap 247.69                     247.69                     247.69                     

2 Add-on cap for New Programs 8.23                          8.23                          8.23                          

3 MMA Section 422 Reduction -                            -                            -                            

3.01 ACA Section 5503 Reduction -                            -                            -                            

4 Adjs for Affiliated Group Agreements 52.50                        37.00                        28.50                        

5 FTE Adjusted Cap 308.42                     292.92                     284.42                     

6 UnWtd CY FTE 422.63                     432.23                     444.37                     

7 Lesser of CY or Cap 308.42                     292.92                     284.42                     

Column 1 - Primary Care

9 Allow CY Wtd Prim Care FTE 79.12                        73.95                        71.95                        

10 Allow CY Wtd Dental/Podiatry FTE -                            -                            -                            

11 Total weighted FTE count 79.12                        73.95                        71.95                        

12 Allow PY Wtd Prim Care FTE 80.00                        78.84                        73.95                        

13 Allow Pen Wtd Prim Care FTE 81.45                        80.00                        79.12                        

14 Prim Care 3-Yr Avg 80.19                        77.60                        75.01                        

15 Adj for Residents in Initial Years 0.47                          1.26                          2.26                          

16 Adj for Displaced Residents -                            -                            0.80                          

17 Adj Prim Care 3-Yr Avg 80.66                        78.86                        78.07                        

18 Prim Care PRA 89,042.00$              90,582.37$              92,747.29$              

PRA Factor Increase 1.0173                     1.0239                     

19 Aggregate Amt 7,182,128$              7,143,326$              7,240,781$              
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Per Diem Analytics

Example Per Diems from Worksheet D-1

LINE LINE_DESC PENULTIMATE YR PRIOR YEAR CURRENT YEAR

38.00 Adults & Peds $1,098.85 $1,117.83 $1,197.98

42.00 Nursery $763.91 $829.98 $860.55

43.00 Intensive Care Unit $1,684.37 $1,794.52 $1,905.71

44.00 Coronary Care Unit $2,140.53 $0.00 $0.00

45.00 Burn Intensive Care Unit $1,890.92 $1,908.78 $1,830.30

46.00 Surgical Intensive Care Unit $1,975.31 $2,057.40 $2,041.50

47.00 Other Special Care (Specify) $1,286.14 $1,346.59 $1,402.64
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Cost to Charge Ratio Analytics
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Cost to Charge Ratio Analytics
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Per Diem and CCR Analytics

Common Findings:

• Revenue codes not aligned with department

• Expenses mistakenly classified in routine departments

• Mismatch of expenses and charges

• Missing expense reclassification

• Low mark-up of charges

• Overhead allocation incorrect (review B-1 statistic)
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Medicare Outpatient Charges
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Management Reports
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Polling Question 

Before signing the Medicare cost report, the 

person responsible for signing requests a:

A. Brief discussion with Director/Manager

B. Summary of results and management reports

C. Full review of the Medicare cost report

D. None – I’ll just sign it!
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Management Reports
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Management Reports
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Management Reports
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Management Reports
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Automation
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Polling Question 

Our estimate of the automation of our cost 

report preparation is:

A. >90%

B. 51% to 89%

C. 26% to 50%

D. <25%
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Automation

Preparation

Review and 

Analytics

Cost Report 

Preparation 

Cycle

Preparation

Review and 

Analytics
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Automation Benefits

• Working Trial Balance

• A-6, A-8, G-series

• Payroll Summaries

• Hours/FTEs

• Reclassifications

• Revenue & Usage Report

• Revenue reclassifications 

• Revenue Code grouping

• PS&R Import

• Interface to HFS
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Automation Benefits

• Standardization

• Trace reclassifications and adjustments:

• Avoids duplication

• Avoids adjustments to incorrect cost centers

• Adjusts for wage index hours
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Automation Benefits
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Thank you for your participation!

Robert Howey

Senior Director

robert.howey@toyonassociates.com

925.202.0831

Jennifer Huff

Senior Consultant

jennifer.huff@toyonassociates.com

925.239.0653


