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Charles F. MacKelvie, J.D. MBA, CPA 

Å40 years of healthcare experience  

ÁFormer Chief Hearing Officer Blue Cross Association 

ÁHandled hundreds of Medicare cost report appeals 

ÁSuccessfully addressed reimbursement opportunities and 

strategies 

ÅKrieg DeVault LLP 

ÁPartner in the Health Care Practice Group 

ÁMembership in HFMA and AHLA, Senior Member HFMA 

ÅPresentations 

ÁAHLA  

ÁHFMA 

 

 

 

2 



Objectives 

 

 

ÅUnderstand Medicare cost report appeal issues 

and other appeals 

 

ÅDevelop Medicare opportunities because 

margins are so vital 
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Why Do We Care? 

 

ÅCost reports are a HUGE part of the reporting 

 

ÅHospital CFOs, and Financial Executives should 

be very interested in this information 

 

ÅPlanning and strategy 
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Navigating the Medicare Mazeé 
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http://cdn.obrag.org/wp-content/uploads/2009/12/medicare-maze.gif


BRIEF Medicare Legislative History 

 

Å1965:  Medicare and Medicaid established 
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BRIEF Medicare Legislative History 

Å2010:  The Patient Protection and Affordable 
Care Act (PPACA) 
ÁPrimary Purpose:  To decrease the number of uninsured 

Americans and to reduce the overall costs of health care 

ÁMANY Changes:  

ÅChanges to Disproportionate Share Hospital Programs 
(DSH) 

ÅHospital Readmissions Reduction Program (Ä 3025) 

ÅPayment Adjustment for Hospital-Acquired Conditions 
(Ä3008) 

ÅHospital Value-Based Purchasing Program (Ä 3001) 

ÅAmong others:  Insurance Exchanges; Employer Mandate; 
Compliance Plans; Overpayments, ETC 
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What is a Medicare COST REPORT?  

Å Uniform source of data used by CMS to develop and justify rates 

paid to providers for covered services 

 

Å Annual report required by all Medicare participating providers 

 

Å Records:   

ÁTotal costs and charges associated with providing services to all 

patients 

ÁPortion of those costs and charges allocated to Medicare 

patients 

ÁMedicare payments received  
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Inpatient Prospective Payment System 

(IPPS) 

ÅDRG 
ÁAdjusted: 
ÅArea wage index 

ÅIndirect Medical Education 

ÅDisproportionate Shares 

ÁMedicare-Severity-DRG established in 2008 
ÅHighly dependent on physician documentation 

Å Inpatient Pass-Through Payments (additional payments) 
ÁOutliers 

ÁDirect Graduate Medical Examination 

ÁOrgan Acquisition 

ÁBad Debts 
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Graduate Medical Education 

 

ÅDirect Graduate Medical Education (GME) 

ÁTo compensate for residency education costs 

ÁBased on a per resident cost amount and Medicareôs 

patient load 

ÅIndirect Medical Education (IME) 

Á% Add-on to Medicare DRG payments 

ÁIntended to compensate for the higher patient costs 

due to the presence of teaching programs 
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Recent Issues with  

Medicare Reimbursement 

ÅSequestration 

ÅHealth Information Technology/Electronic Health 

Records Incentive Payments and Penalties 

Á2% Sequestration Reduction 

ÁFor reporting periods on/after April 1, 2013 

ÅReadmissions Reduction Program 

ÁÄ3025 of Affordable Care Act 

ÅRequires CMS to reduce payments to IPPS 

hospitals with excess readmissions, effective for 

discharges beginning on October 1, 2012. 
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Recent Issues with  

Medicare Reimbursement 
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Recent Issues  

with Medicare Reimbursement 

 

ÅValue-Based Purchasing  

Á(versus Volume-Based Purchasing)  

ÅHospital-Acquired Conditions 

ÅFailure to report outcomes 

ÅMedicare Bad Debts 
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